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Not  to  be  taken  from  this  room 
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Every  person  who  maliciously 
cuts,  defaces,  breaks  or  injures 
any  book,  map,  chart,  picture, 
engraving,  statue,  coin,  model, 
apparatus,  or  other  work  of  lit- 
erature, art,  mechanics  or  ob- 
ject of  curiosity,  deposited  in 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 

Penal  Code  of  California, 
1915,  Section  623. 


We're  growing.  Our  active  account 
files  are  growing.  Can  you  help  us  find 
a  better  way  to  handle  the  volume?* 


MBS 


igital  watch 
breakthrough ! 


IN  SUNLIGHT 


At  night  or  during  the  day,  the  Sensor's  large,  constantly 
"alive"  CDR  display  is  clear  and  easy  to  read. 


The  new  CDR  display  dramatically 
increases  legibility  and  battery  life  and 
opens  a  new  era  of  watch  technology. 


316532 


Would  you  do  this  with  your  solid-state  watch?  Of 
course  not.  Practically  all  solid-state  watches  require 
care  and  pampering.  Not  the  Sensor  770.  You  can 
dunk  it,  drop  it  and  abuse  it  without  fear  during  its 
unprecedented  five  year  parts  and  labor  warranty. 


A  glance  at  your  solid-state  watch  won't 
give  you  the  time.  Sound  incredible?  If  it's  an 
LED  (light-emitting  diode)  watch,  you've  got 
to  press  the  button  first.  If  it's  an  LCD  (liquid 
crystal  display)  watch,  you  must  have  plenty 
of  light  at  just  the  right  angle. 

Now  there's  a  new  solid-state  display 
technology  called  CDR  (crystal  diffusion  re- 
flection) incorporating  the  best  features  of 
the  LED  and  the  LCD  displays.  You  can 
easily  and  constantly  read  your  watch  under 
any  light  conditions  without  strain  or  in- 
convenience. 

The  new  CDR  display  takes  the  properties 
of  the  field-effect  liquid  crystal  display, 
puts  a  strong  reflective  substance  behind  two 
closely-alligned  polarization  lenses,  and  the 
resulting  large  digits  can  be  read  clearly  from 
practically  any  angle.  When  engaged,  an 
integrated  light  source  illuminates  the  display 
at  night.  The  Sensor's  constantly  "alive" 
high-contrast  display  makes  legibility  out- 
standing under  all  light  conditions. 


\Press  the  button  on  the  Sensor  770  and  the 
\date  and  seconds  appear  in  large  black  num- 
erals—easy to  read  in  any  light. 

A  WORRY-FREE  WATCH 

Solid-state  watches  pose  their  own  prob- 
lems. They're  fragile,  they  must  be  pampered, 
and  they  require  "frequent  service.  Not  Sensor! 
iere  are  just  five  common  solid-state  watch 
jroblems  you  can  forget  about  with  this 
^dvanced  space-age  timepiece: 

1.  Forget  about  batteries  Sensor  is  powered 
)y    a    single    EverReady    battery    that    will 

:tually  last  years  without  replacement.  In 
fact,  if  your  battery  fails  during  the  first 
jive  years,  we  will  replace  it  .free  of  charge.  A 

w-power  indicatoV  tells  you  when  to  change 
battery  one  month  in  advance  and  you 
[mply  open  the  hatch  at  the  back  of  your 

vatch  and  replace  the  battery  yourself. 

2.  Forget  about  water  Take  a  shower  or  go 
rimming.   The  Sensor  is  so  water-resistant 

|^at  it  withstands  depths  of  up  to  100  feet. 

3.  Forget  about  shocks  A  three  foot  drop 
Into  a  solid  hardwood  floor  or  a  sudden  jar. 

ensor's  solid  case  construction,  dual  strata 


crystal,  and  cushioned  quartz  timing  circuit 
make  it  the  most  rugged  solid-state  quartz 
watch  ever  produced. 

4.  Forget  about  service  The  Sensor  770  has 
an  unprecedented  five-year  parts  and  labor 
unconditional  warranty.  Each  watch  goes 
through  weeks  of  aging,  testing  and  quality 
control  before  assembly  and  final  inspection. 
Service  should  never  be  required,  but  if 
it  should  anytime  during  the  five  year  war- 
ranty period,  we  will  pick  up  your  Sensor 
at  your  door  and  send  you  a  loaner  watch 
while  yours  is  repaired— all  at  our  expense. 

5.  Forget  about  changing  technology  The 
Sensor  is  literally  years  ahead  of  every  other 
watch  in  durability  and  technology.  But 
should  Sensor's  technology  improve  anytime 
during  the  next  five  years,  you  may  trade  in 
your  watch  for  Sensor's  newer  model  under 
JS&A's  liberal  trade-in  policy. 

COMPARED  TO  EVERY  OTHER 
The  $275  Pulsar  uses  the  LED  technology 
which  requires  pressing  a  button  each  time 
you.  want  to  review  the  time.  Even  the  $500 
solar-powered  Synchronar  watch,  in  our 
opinion,  can't  compare  with  the  Sensor  and 
its  5-year  warranty.  And  no  solid-state  watch 
can   compare   to  Sensor's  quality,  accuracy, 

ruggedness  and  exceptional  value. 

PLENTY  OF  ADVANCED  FUNCTIONS 

Sensor's  five  functions  give  you  everything 
you  really  need  in  a  solid-state  watch.  Your 
watch  displays  the  hours  and  minutes  con- 
stantly. Depress  a  button  and  your  watch 
displays  the  seconds  and  date  constantly. 
There's  also  an  AM/PM  indicator.  To  adjust 
the  time,  insert  a  ball-point  pen  into  the 
four-channel  time-control  switch.  Each  chan- 
nel independently  controls  one  time  function. 
In  short,  you  can  change  the  hours  without 
affecting  the  date,  and  the  minutes  without 
affecting  the  hours. 


A  pin  points  to  the  new  decoder/driver 
integrated  circuit  which  takes  the  input  from 
the  oscillator  countdown  integrated  circuit 
and  computes  the  time  while  driving  the 
display.  This  single  space-age  device  replaces 
thousands  of  solid-state  circuits  and  provides 
the  utmost  reliability— all  unique  to  Sensor. 


Sensor's  accuracy  is  unparalleled.  All 
solid-state  digitals  incorporate  a  quartz 
crystal.  So  does  the  Sensor.  But  crystals 
change  frequency  from  aging  and  shock.  And 
to  reset  them,  the  watch  case  must  be  opened 
and  an  air-tight  seal  broken  which  may 
affect  the  performance.  In  the  Sensor,  the 
crystal  is  first  aged  before  it  is  installed,  and 
secondly,  it  is  actually  cushioned  in  the  case 
to  absorb  tremendous  shock.  The  quartz 
crystal  can  also  be  adjusted  through  the 
battery  compartment  without  opening  the 
case.  In  short,  your  watch  should  be  accurate 
to  within  5  seconds  per  month  and  maintain 
that  accuracy  for  years  without  adjustment 
and  without  ever  opening  the  watch  case. 

STANDING  BEHIND  A  PRODUCT 

JS&A  is  America's  largest  single  source  of 
electronic  calculators,  digital  watches  and 
other  space-age  products.  We  have  selected 
the  Sensor  as  the  most  advanced  American- 
made,  solid-state  timepiece  ever  produced. 
And  we  put  our  company  and  its  full  re- 
sources behind  that  selection.  JS&A  will 
unconditionally  guarantee  the  Sensor— even 
the  battery— for  five  years.  We'll  even  send 
you  a  loaner  watch  to  use  while  your  watch 
is  being  repaired  should  it  ever  require  repair. 
And  our  liberal  trade-in  policy  guarantees 
that  new  watch  technology  will  never  leave 
you  behind. 

Wear  the  Sensor  for  one  full  month.  If  you 
are  not  convinced  that  the  Sensor  is  the  most 
rugged,  precise,  dependable  and  the  finest 
quality  solid-state  watch  in  the  world,  return 
it  for  a  prompt  and  courteous  refund. 

To  order  your  Sensor,  c  'edit  card  buyers 
may  simply  call  our  toll-free  number  below 
or  mail  us  a  check  in  the  amount  indicated 
below  plus  $2.50  for  postage,  insurance  and 
handling.  (Illinois  residents  add  5%  sales  tax) 
We  urge  you,  however,  to  act  promptly 
and  reserve  your  Sensor  770  today. 

Stainless  steel  w/leather  strap $99.95 

Stainless  steel  w/metal  band $109.95 

Gold  plated  w/leather  strap $1 19.95 

Gold  plated  w/metal  band $129.95 

\A/wT\  GROUP 

DEPT.  FB         4200  DUNDEE   ROAD 
NORTHBROOK,  ILLINOIS  60062 

CALL  TOLL-FREE (800)  323-6400 

In  Illinois  call (312)  498-6900 

©JS&A  Group,  Inc.,  1975 
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GET  DIRECTORS  &  OFFICERS 
LIABILITY  INSURANCE. 


And  not  just  to  protect  yourself  against  stockholder 
actions,  either. 

Today's  company  officials  are  sitting  ducks  for  all 
kinds  of  litigation  —  from  all  kinds  of  sources. 

Third  party  liability  actions,  for  example,  resulting 
from  mergers-that-went-wrong.  Or  damage  claims  arising 
from  price-fixing  charges.  Or  from  antitrust  suits. 

Fact  is,  there's  no  end  these  days  to  the  variety  of 
ways  in  which  directors  and  officers  may  be  exposed  to 
charges  ofjiermitting  corporate  waste.  Committing  alleged 
acts  of  negligence.  Or  of  involvement  in  some  allegedly 
"wrongful"  act  for  which  they  can  be  held  personally  liable 

That's  one  big  reason  why  so  many  organizations 
are  turning  to  American  Home  and  National  Union 
for  D  &  0. 

There  are  others. 

Our  basic  attitude  toward  underwriting,  for  instance: 

If  your  risk  has  been  previously  declined  — then, 
frankly,  we  must  examine  it  seriously  and  carefully. 
But  we  will  examine  it.  We  will  apply  all  of  our  long 
professional  experience  and  expertise  to  finding  a  way  to 
accept  your  risk. 

And,  usually,  we  will  find  a  way. 

The  same  experience  and  expertise  assure  you  of 
other  special  advantages:  For  example,  they've  enabled  us 
to  make  our  contract  wording  broader.  Our  deductibles 
lower.  And  minimum  premiums  less. 

Wi  welcome  inquiries  from  any  licensed  agent  or  broker.  You  don't  have  to  be  a  regular  producer 


All  this  adds  up  to  a  lot  of  good  reasons  why  a  lot  of 
good  organizations  are  turning  to  American  Home  and 
National  Union: 

We  underwrite  more  of  this  insurance  for  our  own 
account  than  any  other  U.S.  company.  We  also  write  it  for 
many  Fortune  500  firms  carrying  this  cover.  Plus  non- 
profit groups,  family-owned  businesses,  and  private 
companies— more  and  more  of  them  each  year. 

This  year,  maybe  you  should  check  us  out.  All  it 
takes  is  sixty  seconds— and  this  coupon. 

AMERICAN  HOME 
ASSURANCE  COMPANY 

NATIONAL  UNION  FIRE  INSURANCE 
COMPANY  OF  PITTSBURGH,  PA. 

Dept.  FB075,  102  Maiden  Lane.  New  York.  N.Y.  10005 

Please  send  me  more  information  about  your  Directors 
and  Officers  Liability  Insurance. 

Name 


'PLEASE  point: 


Title 

Company 
Address- 
City 


.State. 


-Zip. 


*[*> 


Member  Companies  of 
American  International  Group 


to  place  business  with  an  A1G  Company. 
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Side  Lines 


"Nobody  Here  But  Us  Communicators" 

The  "little  OPECs"  for  such  things  as  coffee  and  copper  haven't  worked 
very  well,  but  the  U.S.  may  face  a  more  serious  economic  threat  from  a 
uranium  OPEC.  This  was  the  subject  of  the  lead  story  in  Forbes  for  Jan. 
15,  1975,  and  events  since  then  have  tended  to  bear  out  the  truth  of  our 


"It  Worked 
For  The  Arabs . 


** 


In  1977,  U.S.  utilities  will  start 

importing  uranium  to  fuel  nuclear 

power  stations.  When  they  do, 

they  may  be  at  the  mercy  of  a  uranium  OPEC. 


warning.  "It  worked  for  the  Arabs,  didn't  it?"  was  the  rhetorical  question 
put  by  a  Canadian  uranium  producer  to  Forbes  at  that  time. 

The  interesting  thing  is  that  the  members  of  the  embryonic  uranium  cartel 
are  themselves  victims  of  the  extortionate  pricing  by  the  Organization  of 
Petroleum  Exporting  Countries.  For  that  reason,  perhaps,  they  object  to 
anyone  calling  their  new  Uranium  Institute  a  "cartel,"  so  they  were  very 
offended  by  the  Forbes  article.  When  the  Uranium  Institute  opened  in 
London  last  month,  it  billed  itself  as  an  agency  for  "communication  and 
education."  Communication  and  education  for  what?  Prices  and  price-fix- 
ing? Certainly  not,   the  institute   insists;   Forbes   misjudged  our   motives. 

The  charter  members  are  private  companies  from  Australia,  Canada, 
France,  South  Africa  and  Great  Britain  as  well  as  governmental  agencies 
from  Canada  and  France.  The  members  produce  about  60%  of  the  world's 
uranium  (Britain  through  Rio  Tinto  Zinc's  holdings  in  South  Africa,  Canada 
and  Australia).  The  remaining  40%  comes  from  the  U.S.  Yet  no  U.  S.  com- 
panies belong  to  the  institute.  Why  not?  Probably  because  American  busi- 
nessmen do  not  relish  the  risk  of  going  to  jail,  and  they  suspect  that  member- 
ship in  this  prospective  cartel  could  expose  them  one  day  to  real  trouble 
here.  The  Federal  Trade  Commission  is  very  alert  to  what  is  going  on  ii 
uranium,  which,  considering  the  potential  importance  of  nuclear  energ) 
could  one  day  be  third  only  to  oil  and  coal  as  a  source  of  energy. 

The  institute's  members  protest  that  there  is  no  reason  why  their  Ameri- 
can colleagues  shouldn't  join  in  the  new  organization's  good  works.  True 
the  price  of  uranium  for  future  delivery  has  skyrocketed  since  1974  win 
the  institute's  predecessor  first  met  to  "communicate  and  educate. 
But  all  this  had  nothing  to  do  with  any  price-fixing,  the  institute  insists. 
"There  is  no  need  to  talk  of  price,"  said  Roy  Wright,  a  director  of  institute 
member  Rio  Tinto  Zinc.  "Just  point  to  the  [supply]  situation  in  uranium 
Maybe  so,  but  everybody  knows  that  the  Australian  government  is  t.ikim 
sole  responsibility  for  the  exploration,  development— and  eventual  market] 
ing— of  potentially  huge  deposits  in  its  northern  territory. 

Communication  and  education?  We'll  stay  on   top  of  the  situation    pist. 
as  we  stayed  on  top  of  the  developing  oil  crisis. 

Forbes'  second  annual  Survey  of  Banking  comes  .ii  a  crucial  time  in 
modern  banking  history:  Bank  earnings  are  beautiful,  but  some  hank  asseti 
look  tacky.  Starting  on  page  59,  this  year's  survey  contains  ;i  wealth  oj 
statistics  on  the  industry  as  well  as  some  fascinating  insights  into  what  its 
like  to  be  a  banker  in  this  year  of  recession-deflation,  1975.  Senior  Ed  i  to  J 
Geoffrey  Smith  edited  the  survey,  assisted  by  John  Dizard,  Lawrence  Mi] 
nard,  Paul  Gibson,  Paul  Sturm  and  Anthony  Cook.  Assistant  Statistical 
Editor  Jerome  Fischer  handled  the  complex  statistical  section,    ■ 
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CAPITALIST  TOOL 

The  Norelco  88  portable  "idea  machine" 

It's  like  taking  your  office  with  you.  Gives  you  complete  dictation  capability  anytime, 
anyplace.  Your  dictation  comes  out  crystal  clear.  Full-featured,  with  accurate  index- 
ing. Plus  rapid  review/rewind  and  fast-forward.  Every  feature  you  need  to  keep 
ahead  of  your  paperwork  wherever  you  go.  And  it's  all  packaged  in  a  fine  leather 
case.  Best  of  all,  it  takes  the  Norelco  "idea  capsule®,"  so  it's  compatible  with  every 
other  Norelco  "idea  machine."  Your  portable  Norelco  88  is  a  great  capitalist  tool. 
Karl  Marx,  eat  your  heart  out! 


Size:  7Vi"x2%"x11 


■ 


<* 
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Every  Norelco  "idea 

machine"  uses  the 

"idea  capsule®" 

Miniature  in  size,  it 

records  thirty  minutes 

of  crystal-clear 

dictation.  The  ideal 

medium  for  ideas. 


PHILIPS  BUSINESS  SYSTEMS,  INC. 
A  NORTH  AMERICAN  PHILIPS  COMPANY 


fee? 


fore, 

175  Froehlich  Farm  Boulevard,  Woodbury,  New  York  11797 

Gentlemen: 

Please  send  me  full  information  on  Norelco  portable  "idea 

machines." 

Name Title 


Organization. 
Street 


City/State. 


.Zip. 


F-775-88 
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Inland  Steel  moves  from 
planning  to  pilings 

Construction  underway  will  boost  steel  capacity  25% 


Inland  has  been  a  reliable  supplier 
of  steel  to  the  nation's  largest  steel 
market  for  83  years.  Our  Indiana 
Harbor  Works  at  East  Chicago  has 
shipped  more  finished  steel  than  any 
other  single  domestic  steel  plant 
during  each  of  the  past  four  years. 
But  the  greatest  demand  for  steel  is 
yet  to  come.  And  Inland  intends  to 
secure  a  larger  share  of  that  growth  in 
steel  demand. 

Today,  we're  moving  from 
the  planning  to  the  building 
stage  in  our  expansion  program 
of  more  than  $1  billion,  as  we  break 
ground  for  a  giant  7,000  ton  blast 
furnace.  We're  stretching  out  in  other 
ways,  too,  to  achieve  that  25  %  growth 
in  raw  steel  capacity: 


A  preparation  plant  is  under 
construction  for  a  new  iron  ore 
mine  in  Minnesota 
We're  building  a  new  lake  ore  boat 
A  shaft  is  being  sunk  for  a  new  coal 
mine  in  Southern  Illinois 
Construction  has  begun  on  a  new 
coke  oven  battery 


t 


-• 


•  Engineering  plans  have  been 
completed  for  a  160-inch  plate  mill 

It  makes  good  sense  to  pursue  our 
objective  of  providing  more  steel  for 
Mid-America.  Steel  has  been. ..and  is 
our  principal  business.  As  it  is  for  our 
major  subsidiaries:  Joseph  T.  Ryerson 
&  Son,  Inc.  (the  nation's  largest  steel 
service  center  company),  IN RYCO, 
Inc.  and  Inland  Steel  Container 
Company. 

We've  been  a  leader  in  systems 
technology,  with  a  consequent 
upgrading  of  our  quality  control,  sales 
efficiency,  and  our  proven  reliability 
in  getting  steel  to  our  customers.  This 
expansion  program  will  further 
strengthen  our  ability  to  provide 
exceptional  customer  service. 

It  has  taken  much  time,  energy 
and  deliberation  to  develop  our  plans. 
Now  our  plans  are  being  built.  One 
day  soon  there  will  be  more  steel  from 
Inland  for  Mid-America. 

Inland  Steel  Company,  30  W. 
Monroe  Street,  Chicago,  Illinois  60603. 

#>  INLAND  STEEL 


"How  We  Solved 
The  Paper  Shortage" 


More  than  100  years  ago, 
during  the  Franco-Prussian 
war,  Rene  Dagron 
photographed  some  1,000 
messages  on  a  film  two  inches 
wide.  He  then  strapped  his  film 
to  a  pigeon's  leg  and  his 
message  flew  to  Paris  where  it 
was  projected  by  lantern  on  a 
screen  and  read. 

That  was  the  beginning  of 
microfilm. 

Today's  microfilm  systems 
allow  you  to  store  information 
in  l/56th  the  space  you're 
used  to. 

1400  lbs.  of  paper  will  fit 
in  your  hand  as  5  lbs.  of 
microfiche. 

A  warehouse- full  of 
computer  printouts  can  be 
stored  in  a  single  room. 


And  as  paper  becomes 
increasingly  more  expensive 
and  more  difficult  to  get,  the 
use  of  computer  output  micro- 
film becomes  a  necessity. 
The  MMS  COM  System 

It's  CalComp's  way  of 
putting  together  a  COM 
printer,  a  controller  with 
built-in  magnetic  tape  unit  and 
tape-cartridge  drive,  a  key- 
board printer,  and  the  software 
you  need  for  a  microfiche 
management  system.  It 
stands  alone.  It  does  not 
require  a  host  computer. 

The  CalComp  system 
uses  either  105  mm.  micro- 
fiche or  16  mm.  roll  film.  It 
can  reduce  images  24,  42,  or 
48  times.  And  the  output 
emerges  titled  and  indexed. 


Job  instructions  can  be 
typed  in  from  the  keyboard 
printer.  This  saves  you  costly 
re-programming. 

Examine  the  CalComp 
system.  We  think  you'll  find 
the  best  performance  for  price 
in  the  industry. 

Call  your  local  CalComp 
office,  or  contact  California 
Computer  Products,  Inc.. 
FM-M7-75,2411  West  La  Palma 
Avenue,  Anaheim,  California 
92801.  (714)  821-2011. 


Q^s—r Believe  Ii  or Not/ 


FROM  1795  TO  TODAY -FOR  180  YEARS 
SIX  GENERATIONS  OF  THE  BEAM  ftMIL/  HAVE  BEEN 
MAWN6  THE  WORLD'S  RNEST  BOURBON. 


THOMAS 

Jefferson 

WROTE  THE 
DECLARATION  OF 
INDEPENDENCE 

w/n/ovr 

COMSI/LTM6  A 

S/H6LE 
REFERENCE  BOOK.' 


BRITISH 

PARLIAMENT 

PASSED  A 

RESOLUTION 

RECOGNIZING 

The 
INDEPENDENCE 

OF  THE 
UNITED  STATES 

by  a 

MAJORITY 

OF  ONE  VOTE 

-I7B  Tbl77 

fieb.23.1782 


U»"      CLERMONT       BEAM' 
KENTUCKY 

«ONt  SCNUINC  WITHOUT  MY  SlGMtURt 
ISyOURS    SIMCt    130 
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Readers  Say 


TWA's  Problems 

Sir:  If  TWA's  financial  senior  \-ice 
president  thinks  free  enterprise  and 
competition  are  "bizarre  eventualities" 
(Forbes,  June  1,  p.  24),  it's  no  won- 
der the  Dutch  boy  has  his  finger  in 
the  tree. 

—Rep.  Patricia  Schroedeb 

(Dem.,  Colo.) 

Washington,  D.C. 

Garrett  &  The  Milwaukee 

Sir:  SEC  Chairman  Garrett  denies 
that  he  ever  blocked  an  investigation 
into  Chicago  Milwaukee  Corp.  Who 
is  right?  Forbes?  Or  Garrett? 

—Robert  Kearns 
New  York,  N.Y. 

On  the  Contents  page  (June  15) 
was  a  reference  that  implied  Gar- 
rett had  blocked  an  investigation.  That 
implication  was  not  in  the  article  it- 
self nor  was  it  intended.  What  we  did 
say  was  that  as  attorney  to  the  Mil- 
waukee, the  current  SEC  chairman 
was  invoiced  in  what  ice  regarded  as 
inadequate  disclosure  of  important 
facts.  For  more  on  the  Chicago  Mil- 
waukee situation,  see  page  23— Ed. 

Balance-Sheet  Treatments 

Sir:  If  anything  typifies  the  ration- 
alization reflexes  of  the  financial  com- 
munity to  a  monetary  emergency,  its 
the  piece  "Have  Hatchet,  Will  Travel" 
(June  1).  I  cast  no  aspersions  at 
Mort  Scheer's  lopping  operations;  he 
approaches  a  financial  crisis  from  one 
direction.  .  .  .  Banks  are  notorious  for 
their  tendency  to  amputate  anything 
in  sight  when  the  balance  sheet  shows 
symptoms  of  anemia.  Remedial  treat- 
ment never  occurs  to  them.  The  only 
trouble  is  many  patients  die  under 
the  knife. 

— IIS.  Brvson 
Los  Angeles,  Calif. 

Still  Up 

Sir:  Your  interview  with  the  Presi- 
dent was  just  fine.  However  [re  your 
comments  on  paper  prices],  until  costs 
go  down,  my  economic  sense  tells  me 
prices  must  stay  up. 

— Geobge  J.  Knkelam) 
( lhairman, 
St.  Hr^is  Paper  <  <> 
New  York,  N.Y. 

Sir:   Your  interview  contained  en 
couragiiiR     comments     by     President 
Ford   that   he   favors   innovative    ap 
proaches    to    help    capital    formation. 
The  Administration   is   considering   .i 
proposal  which  would  stimulate  auto 
(Continued  on  page  ll?) 
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WHEREVER  IN  THE  WORLD  YOU  DO  BUSINESS 


LONG  DISTANCE  IS  THE  NEXT  BEST 
THING  TO  BEING  THERE. 


AVAILABLE 


m 


•  i  ► 


BETTER. 


AVAILABLE  INDUSTRIAL 
BUILDINGS  CAN  HELP  REDUCE 
START-UP  TIME  AND  COST. 
FIND  OUT  WHY  WHEN  COM- 
PANIES LOOK  FOR  A  PLACE 
TO  MAKE  A  PROFIT,  THEY 
LOOK  TO  SOUTH  CAROLINA. 
WRITE  MILTON  FOLDS, 
DIRECTOR,  SOUTH  CAROLINA 
STATE  DEVELOPMENT 
BOARD,  ROOM  304,  POST 
OFFICE  BOX  927,  COLUMBIA, 
SOUTH  CAROLINA  29202. 


Trends  &Tangents 


Foreign 


Sheiks  Of  The  High  Seas 

First  it  was  real  estate.  Then  gems. 
Then  art.  Now  it's  tankers  that  the 
Arabs  are  said  to  be  buying.  In  fact, 
the  talk  is  the  Arabs  could  become 
the  world's  next  shipping  magnates. 
With  nearly  30%  of  the  world's  tanker 
fleet  laid  up  by  the  worldwide  reces- 
sion and  oil  glut,  there  are  plenty  of 
ships  available  at  rock-bottom  prices. 
It's  long  been  an  Arab  dream  to  get 
the  profits  from  moving  the  oil  that 
they  already  control,  much  like  the 
world's  major  oil  companies  did  in 
their  heyday.  Eight  members  of  the 
Organization  of  Petroleum  Exporting 
Countries  have  clubbed  together  to 
form  a  shipping  company  that  plans  to 
have  30.5  million  tons  of  tankers  by  the 
early  1980s.  Abu  Dhabi  is  said  to  be 
looking  to  buy  a  couple  of  ships  from 
International  Utilities,  whose  28  tank- 
ers and  22  bulk  carriers  are  on  the 
block,  and  Saudi  Arabia  has  signed  a 
joint  venture  agreement  with  Mobil 
Oil  to  build  itself  a  shipping  fleet. 

Egg  Extra 

The  time  may  come  when  you 
won't  throw  away  the  shells  after 
making  scrambled  eggs.  Taking  a  far- 
out  step  in  the  conservation  of  waste 
materials,  the  British  have  come  up 
with  a  way  to  make  eggshells  into 
an  abrasive  powder  that  cleans  soft 
stone,  aluminum,  steel  and  wrought 
iron.  So  far  nearly  7,000  tons  of  egg- 
shells that  used  to  go  into  the  gar- 
bage have  been  converted  into  a 
cleaning  agent. 


Business 


Blow,  Wind,  Blow 

A  wind  turbine  generator,  space- 
age  cousin  to  the  windmill,  is  sched- 
uled to  begin  operation  in  July  as 
part  of  a  joint  NASA-National  Sci- 
ence Foundation  project  to  develop 
alternate  energy  sources.  Lockheed 
Aircraft  Co.  is  currently  building  a 
set  of  large  windmill  blades  to  form 
the  power  drive  for  the  turbine  gen- 
erator, capable  of  producing  100 
kilowatts  of  electricity.  If  the  test  and 
concurrent  studies  are  successful, 
technicians  on  the  project  estimate 
that  a  potential  $20-billion  national 
market  for  wind  generators  could  de- 
velop in  the  1980-1990  decade,  as- 
suming utilities  decide  to  substitute 
these  systems  in  only  10%  of  the  new 
capacity  they  build. 


The  Free  Ride  Is  Over 

The  business  executive  who  has 
been  tooling  around  in  the  company 
car  during  off-hours  and  paying  only 
4  cents  to  7  cents  a  mile  for  the  privi- 
lege is  going  to  have  to  dig  a  little 
deeper  in  his  own  pocket.  The  IRS  is 
cracking  down  on  those  free  rides. 
Runzheimer  &  Co..  a  Wisconsin-based 
automotive  cost  consultant,  advises 
companies  that  they  had  better  charge 
employees  more.  How  much?  Around 
$800  a  year  for  an  intermediate-sized 
model  like  a  Ford  Torino. 

R&D  Box  Score 

Research  and  development  spend- 
ing in  the  U.S.  will  increase  11%,  to  a 
total  of  $35.6  billion,  during  1975,  ac- 
cording to  a  Rattelle  Memorial  Insti- 
tute forecast.  Since  R&D  costs  are  ex- 
pected to  rise  8.6%,  this  represents  a 
real  increase  of  2.4%.  The  largest  pro- 
portional increase,  over  60%,  is  expect- 
ed from  rubber  products;  but  the 
largest  increase  in  dollar  outlay,  al- 
most $500  million,  will  come  from 
electrical  equipment  and  communica- 
tions. Of  16  broad  industrial  cate- 
gories, four  (paper,  petroleum,  pri- 
mary metals,  and  instruments)  will 
fail  to  increase  expenditures  sufficient- 
ly to  match  inflation.  Federal  funding 
will  place  increased  emphasis  on 
energy  and  environmental  areas.  ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  □  1  year  $15.00 
D  3  years  $30.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  orders, 
add  $4  a  year;  other  foreign,  add  $9 
a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 

(please 

print) 

New  Address: 

City 

State 

Zip 

F-4826 
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This  announcement  is  not  an  offer  of  securities  for  sale  or  a  solicitation  of  an  offer  to  buy  securities. 

June  11, 1975 


4,100,000  Shares 

Adolph  Coors  Company 

Class  B  Common  Stock  (Non  -voting) 


No  Par 


Price  $31  per  share 


Copies  of  the  prospectus  may  be  obtained  from  such  of  the  undersigned  (who  are  among 

the  underwriters  named  in  the  prospectus)  as  may  legally  offer 

these  securities  under  applicable  securities  laws. 


Dillon,  Read  &  Co.  Inc. 
Blyth  Eastman  Dillon  &  Co.      The  First  Boston  Corporation      Donaldson,  Lufkin  &  Jenrette 

Incorporated  Securities  Corporation 

Drexel  Burnham  &  Co.      Halsey,  Stuart  &  Co.  Inc.      Hornblower  &  Weeks-Hemphill,  Noyes 

Incorporated  Affiliate  of  Bache  &  Co.  Incorporated  Incorporated 

E.  F.  Hutfon  &  Company  Inc.  Kidder,  Peabody  &  Co.  Kuhn,  Loeb  &  Co. 

Incorporated 

Lazard  Freres  &  Co.  Lehman  Brothers  Loeb,  Rhoades  &  Co. 

Incorporated 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Paine,  Webber,  Jackson  &  Curtis 

Incorporated  Incorporated 

Reynolds  Securities  Inc.  Salomon  Brothers  Smith,  Barney  &  Co. 

Incorporated 

Wertheim  &  Co.,  Inc.  White,  Weld  &  Co.  Dean  Witter  &  Co. 

Incorporated  Incorporated 

Boettcher  &  Company      Bosworth,  Sullivan  &  Company,  Inc.      Shearson  Hayden  Stone  Inc. 


This  announcement  is  not  an  offer  of  securities  for  sale  or  a  solicitation  of  an  offer  to  buy  securities. 
New  Issue  June  6' 1975 


$150,000,000 

C.I.T.  Financial  Corporation 

9V2%  Debentures  due  June  1,  1995 


Price  99%% 

plus  accrued  interest  from  June  1,  1975 


Copies  of  the  prospectus  may  be  obtained  from  such  of  the  undersigned  (who  are  among 

the  underwriters  named  in  the  prospectus)  as  may  legally  offer 

these  securities  under  applicable  securities  laws. 


Dillon,  Read  &  Co.  Inc.  Kuhn,  Loeb  &  Co. 

The  First  Boston  Corporation     Lazard  Freres  &  Co.     Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

Salomon  Brothers  Blyth  Eastman  Dillon  &  Co.  Drexel  Burnham  &  Co. 

Incorporated  Incorporated 

Goldman,  Sachs  &  Co.     Halsey,  Stuart  &  Co.  Inc.     Hornblower  &  Weeks-Hemphill,  Noyes 

Affiliate  of  Bache  &  Co.  Incorporated  Incorporated 

E.  F.  Hutton  &  Company  Inc.  Lehman  Brothers  Loeb,  Rhoades  &  Co. 

Incorporated 

Paine,  Webber,  Jackson  &  Curtis  Reynolds  Securities  Inc.  Smith,  Barney  &  Co. 

Incorporated  Incorporated 

Wertheim  &  Co.,  Inc.  White,  Weld  &  Co.  Dean  Witter  &  Co. 

Incorporated  Incorporated 


" 


This  announcement  is  not  an  offer  of  securities  for  sale  or  a  solicitation  of  an  offer  to  buy  securities. 
New  Issue  June  6, 1975 


$150,000,000 

Union  Oil  Company  of  California 

8%%  Debentures,  due  June  1,  1985 


uni#n 


Price  99%% 

plus  accrued  interest,  if  any,  from  June  12,  1975 


Copies  of  the  prospectus  may  be  obtained  from  such  of  the  undersigned  (who  are  among 

the  underwriters  named  in  the  prospectus)  as  may  legally  offer 

these  securities  under  applicable  securities  laics. 


Blyth  Eastman  Dillon  &  Co. 

» Incorporated 


Kuhn,  Loeb  &  Co. 


Dillon,  Read  &  Co.  Inc. 

The  First  Boston  Corporation  Goldman,  Sachs  &  Co. 

Salomon  Brothers 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 


Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

Hornblower  &  Weeks-Hemphill,  Noyes 

Incorporated 


Drexel  Burnham  &  Co. 

Incorporated 


Halsey,  Stuart  &  Co.  Inc. 

Affiliate  of  Bache  &  Co.  Incorporated 


E.  F.  Hutton  &  Company  Inc. 
Loeb,  Rhoades  &  Co.  Reynolds  Securities  Inc. 

Warburg  Paribas  Becker  Inc.  Wertheim  &  Co.,  Inc.  White,  Weld  &  Co. 

Incorporated 


Lehman  Brothers 

Incorporated 


Its  not  new.  Its  proved. 


Catalytic  converter, 
standard  equipment  on 
1975  model  GM  cars. 


After  more  than  a  billion  miles  on  the  road,  GM's 

catalytic  converter  has  become  a  world  standard  in 

fuel-saving  pollution  control  devices.  Auto-makers  in 

Europe,  Asia  and  North  America  have  contracted  to 

buy  converters  from  GM. 

In  operation  on  1975  cars,  the  converter 
has  proved  that  exhaust  emission  of  carbon 
monoxide  and  hydrocarbons  can  be  reduced 
by  about  50%  from  the  already  lowered 
1974  levels.  And  at  the  same  time  gas 
mileage  on  GM  cars  has  been  increased 
in  city  driving  by  28%  on  a  sales- 
weighted  average,  according  to  EPA 
calculations. 

The  converter  is  the  kind  of 
startlingly  effective  advance  in  automo- 
bile engineering  that,  challenges  other 
technology.  It  demands  lead-free,  low 
sulfur  fuel.  It  leaves  behind  a  lot  of  other 
pollution  control  concepts  that  don't  have 
I  its  qualities  of  durability  and  its  fuel- 
saving  characteristics.  So  the  converter 
has  come  in  for  a  bit  of  what  we  call 
"wishful  criticism." 

The  fuel-saving,  ecologically  sound 
catalytic  converter.  Standard  equipment  on 
1975  cars  from  General  Motors,  a  world  leader 
in  automotive  pollution  control  technology. 

General  Motors 

Chevrolet,  Pontiac,  Oldsmobile.  Buick,  Cadillac,  GMC  Truck 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


U.S.   MILITARY   STRATEGY  CONCEPTS 


are— as  is  so  truly  said  of  wars— too  important  to  be  left 
to  the  Military.  The  debate  in  Congress  over  just  what 
type  of  conflict  we  are  spending  $105  billion  annually  to 
prepare  for  or  against  was  eminently  worthwhile. 

Generals  and  Admirals,  if  they're  as  good  as  their  stars 
indicate,  should  be  more  able  to  determine  what  is  needed 
to  perform  in  Given  Circumstances  than  they  are  to  de- 
termine the  Given  Circumstances.  Deciding  under  which 
circumstances  our  Military  Might  might  be  engaged  is  for 
the  Chief  Executive,  the  State  Department  and,  ultimate- 
ly, Congress  and  the  people. 

Crystalballing  possible  future  conflicts  is  indeed  one  of 
several  proper  exercises  for  Generals  and  Admirals,  but 
their  prognoses  are  no  more  informed  or  insightful— in  fact, 
probably  less  so— than  those  of  U.S.  Presidents,  Secretaries 
of  State,  Congresses,  the  citizenry  as  a  wKble. 

The  Chief  Executive  and  his  civilian  appointees  of  State 
and  Defense  and  Treasury  are  the  ones  to  Name  The 


Game.  The  Generals  and  the  Admirals  then  can  say  what 
they  need  to  play  it  successfully. 

This  distinction  of  roles  is  no  mere  matter  of  semantics. 
The  incredibly  costly,  infinitely  complex  military  systems 
must  relate  to  the  most  likely  future  needs.  No  nation, 
including  ourselves  or  the  Russians,  can  gear  up  for  every 
possibility,  every  possible  power  combination.  The  con- 
cepts for  which  Congress  authorizes  $billions  for  the  De- 
fense Department  are  most  properly,  most  needfully  the 
subject  of  discussion,  debate  by  all— with  the  ultimate 
decisions  to  be  determined  outside  rather  than  inside  the 
Pentagon. 

As  Wisconsin  (Dem. )  Congressman  Les  Aspin  observes 
in  a  first-rate  Wall  Street  Journal  article  on  the  subject: 
"For  Pentagon  guys  to  come  up  to  Congress  and  imply 
that  our  strategy  is  based  on  enormously  complicated 
analysis  is  utter  bull.  It's  based  on  rules  of  thumb  that 
may  or  may  not  be  true." 


I  DON'T  BLAME  NEW   YORK'S   MUNICIPAL  UNION  LEADERS 


for  blaming,  blasting  the  banks  for  the  city's  near- 
bankruptcy. 

For  cryin'  out  loud,  how  do  you  think  a  union  leader 
gets  to  be  a  union  leader  in  the  first  place? 

First,  he'  out-promises,  out-militants  the  other  guy  run- 
ning for  the  job.  Then,  pounding  mayoralty  ears  and  desk, 
he  "delivers"  for  his  members  retirement  in  20  years;  av- 
erage garbage-collector  salaries  of  $15,000  a  year;  short- 


er workweeks;  "free"  colleges  and  the  like— all  way  be- 
yond the  dreams  and  purses  of  any  other  municipality 
in  all  America. 

You  want  maybe  that  he  should  try  g;  tting  reelected— 
while  a  cashless  city  is  firing  hordes  of  his  union  mem- 
bers—by suggesting  he  and  they  had  anything  to  do  with 
the  problem? 

What  are  you,  some  kind  of  a  nut?  Or  a  greedy  banker? 


CONGRESS  SHOULD  TAKE  BACK  THE  POST  OFFICE 


I  wish  Congress  could  take  back  mistakes  as  quickly  and 
as  readily  as  editorial  writers  occasionally  do  with  some 
of  their  bad  judgments. 

Like  taking  back  the  Post  Office. 

Forbes,  too,  thought  getting  the  Post  Office  out  of 
politics    and   on   a   businesslike   basis   would    be   a    good 


thing.    Wow  —  were    we    and    Congress    ever    wrong    on 
that  one! 

Under  the  present  cumbersome  independent  setup, 
600,000  unionized  workers  have  gained  far  more  sizable 
wage  increases  than  federal  workers  (see  MSF  Jr.'s  edi- 
torial,  June   15)    and   are   now   threatening  to   strike   for 
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"substantial"  pay  jumps,  plus  cost-of-living  increments, 
plus  greater  insurance  benefits,  plus  a  35-hour  work  week, 
plus  a  key  voice  over  job  classification,  the  acceptance 
oi  automation,  work  duties  and  the  like. 

To  meet  the  present  $800-million  deficit  and  as  yet  un- 
known  additional  millions  of  dollars  in  new  wage  settle- 
ments, the  Postal  Rate  Commission's  chief  judge  has 
ruled   that   first-class  letter  rates  should  be  reduced  and 


that  parcel  post  rates  and  the  second-class  rates  of  maga- 
zines and  newspapers  should  jump  hugely. 

Perhaps  in  this  Bicentennial  year  we  should  remember, 
among  other  things,  the  emphasis  the  Founding  Fathers 
put  on  the  importance  of  the  dissemination  of  information, 
of  education  and  of  press  freedom. 

Congress  should  take  back  the  Post  Office  before  the 
threatening  cost  shambles  becomes  a  reality. 


OVERHEARD 

"I  like  the  beach— usually  it's  got  an  ocean." 

A  YOUNGER  GENERATION  VIEWS  NEW  YORK  RESTAURANTS 


Usually  and  fortunately,  the  young  bring  a  dif- 
ferent perspective  to  most  matters  than  their  elders 
do.   Occasionally  over  the  years  we've  commented 

***Nippon-145  East  52nd  St.  (Tel:  EL  5-9020).  Ex- 
cellent. Come  here  to  understand  fine  Japanese  food.  It 
provides  a  standard  by  which  all  other  Japanese  restau- 
rants can  be  judged. 

**The  Algonquin-59  West  44th  St.  (Tel:  MU  7-4400). 
Has  a  lively  heritage  that  makes  the  lobby  at  cocktail  time 
a  New  York  event— you  are  aware  you  are  where  you  are 
all  the  time.  The  eating,  though  decently  priced,  was  var- 
ied: a  steak  tartare  came  moist  and  spicy,  while  a  pailland 
of  veal  came  gristly  and  tough.  Anyway,  it's  still  top  fun. 

**Casa  Brasil-406  East  85th  St.  (Tel:  288-5284). 
What  a  nice  place  this  is!  To  an  Uptown  brownstone  you 
bring  the  wine,  and  for  $14  a  person  they  bring  you  many 
delicious  specialties.  Be  sure  to  call  ahead,  as  many  New 
Yorkers  are  onto  this  groaning  board. 

**Fraunces  Tavern-Broad  &  Pearl  Sts.  (Tel:  BO 
9-0144).  Worth  the  trip.  Bustles  up  some  notable  sea- 
food platters.  This  historical  restaurant  is  more  rewarding 
to  visit  than  most  Bicentennial  monuments. 


briefly  on  New  York  restaurants.  The  following 
observations  are  the  discerning  comments  of  a  30- 
year- younger  man,  Robert  Laidlaw. 

**Gian  Marino-221  East  58th  St.  (Tel:  752-1696). 
Good  "homemade"  food.  A  recommended,  friendly  delight. 

*La  Goulue-28  East  70th  St.  (Tel:  988-8169).  A  re- 
cent Forbes  three-star,  this  favorite  of  New  York's  know- 
its  is,  sadly,  not  always  good.  A  friend  swears  by  lunch 
there,  but  I  cursed  my  luck  at  a  recent  dinner.  A  reputa- 
tion for  "the  most  convincing  decor  in  town"  won't  be 
enough  if  the  food  quality  gets  onto  such  an  uneven  keel. 

Russian  Tea  Room- 150  West  57th  St.  (Tel:  CO 
5-0947).  Like  the  Algonquin,  this  friendly  arts-oriented 
Russian  eatery  is  still  rolling,  mostly  due  to  tradition.  The 
food's  never  uninteresting  in  concept  or  content. 

Brussek-115  East  54th   St.    (Tel:    758-0457).    Upper- 
drawer   prices   vs.   near   bottom-drawer   quality.    Brussels 
has  slipped  terribly.  Only  a  hearty  pinch  of  culinary  sax  \  \ 
could  save  it. 

Nirvana  On  Rooftop-30  Central  Park  South.  (Tel: 
288-9097).  The  romance  of  an  exotic,  starry  night  over- 
looking the  Park  is  great.  Unfortunately,  the  food's  not. 


THERE'S   A  POPULAR   SONG  TITLED 

"Times  Ain't  What  It  Used  to  Be."  one  before  it. 

No  moment  or  time  span  for  this  Earth  and  the  peo-  And,  aside  from  occasional  moments  of  wistfully  happy 

pie  on   it  has  ever  been  or  ever  will  be  quite  like  the       recollections,  it's  probably  just  as  well. 

JOHN  D.   GAVE  FORBESES   MANY  SHINY  DIMES 


Good  bindings  too  often  are  more  attractive,  worth 
more,  than  what's  between  appealing  covers.  I  remember 
one  such  bookbinding  that  showed  up  in  our  home  soon 
after  the  Depression  had  begun  its  long,  painful  run.  It 
was  wrapped  around  a  depthless  biography  of  the  senior 
John  D.  Youknowwhofeller. 

He  was  still  totteringly  alive,  famed  in  his  latter  decades 
for    handing    out    shiny    dimes    to    caddies    and    other 

THE  BOTTOM 

If  there's  anything  less  attractive 
than  a  girl  chewing  gum, 
it's  two  girls  chewing  gum. 
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Tipworthies.  The  book's  cover  had  a  picture  of  Mr.  Rocke- 
feller with  his  hand  thrust  forward;  recessed  in  the  out- 
stretched hand,  and  in  the  binding,  was  a  dime— a  real  one. 
Unbeknownst  to  the  old  gentleman,  my  brothers  and  I 
during  those  allowance-lean  years  llms  often  surreptitious 
ly  received  "from  his  hand"  one  o|  John  D.'s  famed  dimes 
-until  my  father  finally  gave  up  lecturing  us  and  stopped 
replacing  the  coin.  In  those  \  dime  was  mo. 

GROWING  CERTAINTY 

Always  remember  to  treat  old  folks 
as  you'd  like  to  be  it  you  were. 
One  day  you  might  live  SO  long,  too. 

-Malcolm  S.  Forbk 
Editor-in-Chief 


Other  Comments. 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Goldwater  on  the  P.O. 

When  it  comes  to  a  choice  between 
the  ability  of  the  public  to  obtain  a 
wide  range  of  educational,  literary  and 
news  information  through  a  variety 
of  publications,  or  the  ability  of  the 
Postal  Service  to  be  totally  self-suf- 
ficient, I  am  certain  Congress  intend- 
ed for  the  function  of  information  to 
prevail.        —Senator  Barry  Goldwater. 

"Lifting"  Babies 

Only  in  America  could  the  baby- 
lift  be  conceived.  Nations  have  stolen 
children  before  and  nations  have  res- 
cued children,  but  to  steal  children 
while  believing  that  we  are  rescuing 
them— only  in  America.  We  can't  imag- 
ine there  could  be  any  questions. 
Those  babies  are  the  luckiest  kids  in 
the  world.  You'll  never  find  them 
with  lampshades  on  their  heads  slog- 
ging around  behind  water  buffalos. 
No  sir,  these  kids  will  cop  burgers  in 
Chevies  someday.  And  wasn't  that 
what  we  always  wanted  for  the  Viet- 
namese? If  we  can't  take  McDonald's 
to  Vietnam,  we  can  still  bring  the 
Vietnamese  to  McDonald's.  Hell,  they 
(I i 'serve  a  break. 

The  Communists  aren't  going  to 
hurt  children.  It's  the  adults  who  col- 
laborated with  us  who  may  be  in  trou- 
ble—and for  them  we  have  done  noth- 
ing. If  Americans  want  to  adopt  chil- 
dren, there  are  up  to  120,000  who 
are   hard   to  place   because   they   are 


nonwhite  or  over  eight  or  handi- 
capped, in  need  of  adoption  in  the 
United  States. 

—James  S.  Kunen,  Neic  Times. 

Villainous  Citibank 

Victor  Gotbaum,  executive  direc- 
tor of  District  Council  37  of  the 
American  Federation  of  State,  County 
and  Municipal  Employees,  who  also 
heads  the  labor  coalition,  has  called 
First  National  City  "the  chief  villain" 
among  the  banks,  largely  because  its 
officers  had  disseminated  information 
on  [N.Y.]  city's  precarious  fiscal  situa- 
tion among  the  Congressional  delega- 
tion in  Washington. 

—Neic  York  Times. 

The  Wrong  Threat 

Get  off  the  bankruptcy  jag,  Mr. 
Mayor.  If  New  York  wants  to  get  some 
tender  loving  care  from  Washington, 
it's  got  to  quit  threatening  to  go  bank- 
rupt and  start  threatening  to  go  Com- 
munist. That's  what  sends  them  run- 
ning down  to  the  vaults  in  Washing- 
ton, the  threat  that  someplace  is  going 
to  go  Communist  unless  they  come 
across  with  the  billions  before  sun- 
down. Spread  the  word  that  New 
York  could  fall  like  a  domino  if  you 
can't  pay  the  garbage  men  and  you'll 
have  H.  Kissinger  landing  a  300-man 
aid  mission  with  plans  to  rebuild  New 
York,  triple  the  size  of  the  police  force 
and  stuff  your  suitcase  with  gold. 

—Russell  Baker. 


Fun  in  the  Sun 

After  reportedly  learning  that  some 
12,000  weekly  New  York  State  unem- 
ployment insurance  benefit  checks 
were  being  mailed  to  claimants  at 
their  Florida  addresses  [N.Y.  State] 
Senator  Calandra  (R)  introduced 
S.5686,  prohibiting  payment  of  such 
benefits  unless  the  claimant  personally 
appears  at  the  New  York  State  Em- 
ployment Office  serving  the  area  in 
which  he  or  she  was  last  employed 
or  in  which  he  or  she  has  a  New 
York  residence. 

—New  York  Chamber 
of  Commerce  &  Industrv. 


Memories  Die 

With  the  Rememberers 

If  the  lessons  of  history  seem  lost 
on  many  people,  there's  good  reason. 
It's  because  they  weren't  around  when 
history  was  made.  If  one  assumes  that 
you  must  be  ten  years  old  for  events 
to  make  a  lasting  impression,  then: 
Only  9%  of  the  U.S.  population  to- 
day recalls  World  War  I.  Lindbergh's 
solo  Atlantic  flight  stirs  recollections 
in  but  17%.  Fewer  than  30%  can  re- 
member the  Great  Depression  of  the 
1930s.  Slightly  more  than  one-third 
of  the  population  can  personally  iden- 
tify with  World  War  II.  Only  about 
six  in  ten  actually  remember  President 
Kennedy's  assassination. 

-U.S.  News  6-  World  Report. 


RIDING  WITH  THE   SNAKE 

by  M.S.  Forbes  Jr. 


Manufacturers  Hanover  Chair- 
man Gabriel  Hauge  was  on  target 
in  his  recent  call  for  some  form  of 
coordination  between  the  dollar 
and  the  European  "snake."  (The 
"snake"  includes  Germany,  France, 
Holland,  Belgium,  Denmark  and, 
to  a  lesser  extent,  Sweden  and  Nor- 
way. Switzerland  is  expected  to 
join  the  snake  this  fall.) 

The  dollar  has  plummeted 
against  most  European  currencies, 
and  this  helps  explain  why  our  bal- 
ance-of-payments  picture  looks  so 
good  despite  our  huge  oil  deficits. 

By  almost  any  objective  stan- 
dard, the*  dollar  is  undervalued  and 
Europeans  are  beginning  to  grum- 
ble that  the  lowly  greenback  is  giv- 
ing the  U.S.  an  unfair  trade  ad- 
vantage. Floating  exchange  mar- 
kets—like stock  markets— are  often 


swayed  more  by  emotion  than  facts 
Hauge  is  not  asking  for  a  return 
to  the  rigid  exchange  rates  of  the 
old  Bretton  Woods  system,  but  rath- 
er a  more  systematic  approach  to 
pegging  the  dollar  to  European 
currencies.  Some  foreign  officials 
talk  of  keeping  the  snake  within  5% 
to  8%  of  the  dollar,  for  instance. 
The  U.S.,  for  the  moment,  has 
turned  thumbs  down  on  any  such 
cooperation  and  coordination. 

We  should  change  our  policy. 
Our  negative  approach  has  given 
us  short-term  gains— but  at  the  ex- 
pense of  short-sticking  our  allies 
and  trading  partners.  And  that 
makes  no  sense  for  the  long-term 

health  of  the  Western  Alliance. 

*      *      * 

Thanks  to  opposition  in  Congress, 
and  from  industry  and  labor,  the 


Tennessee  Valley  Authority  is  re- 
luctantly dropping  its  bid  to  ac- 
quire Kennecott  Copper's  Peabody 
Coal  Co. 

A  successful  bid  by  the  TV  A 
would  have  been  another  blow  to 
our  long-term  goal  of  greater  ener- 
gy self-sufficiency.  Peaoody  is  the 
largest  coal  company  in  the  United 
States,  and  the  TVA  had  made  it 
clear  that  the  agency  wanted  Pea- 
body  to  get  its  coal  at  cost  rather 
than  at  the  far  higher  free  mar- 
ket price. 

But  high  coal  prices  are  neces- 
sary to  provide  the  incentive  and 
the  capital  to  increase  coal  pro- 
duction, which  our  country  des- 
perately needs. 

With  our  energy  picture  already 
so  bleak,  it  is  heartening  to  see  this 
potential  setback  set  back. 
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We've  invested  over  $800  million 

in  the  Southeast  to 
help  keep  consumers  consuming. 


We've  made  it  our  business  to  keep 
retail  business  moving  in  our  area.  Not 
only  with  a  full  range  of  consumer 
loan  services— but  also  with  our 
1 1 ,000  merchant-member  Charge 
Card  Service.  Other  C&S  sales-build- 
ing services  include  factoring,  floor- 
plan  loans,  term  loans  to  businesses 
and  receivables  financing. 
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As  a  result  of  our  many  lending 
activities,  C&S  has  over  $800  million 
in  assets  invested  in  financing  sales  of 
a  wide  range  of  products  and  services. 

Here  are  a  few  more  good  reasons  to 
bank  with  C&S: 

One  account  with  C&S  plugs  you 
into  657  banks* 

There  are  117  C&lS  banks  in  1 2 
Georgia  markets,  52  Georgia  corre- 
spondent associates  and  488  banking 
correspondents  in  the  Southeast. 
We're  where  a  lot  of  other  banks  aren  t. 
We  offer  a  full  range  of  inter- 
national services  for  Southeastern 
operations* 


Nassau,  Brazil,  Costa  Rica,  Singapore, 
New  York,  New  Orleans  and  Miami 
were  in  a  great  position  to  help  you 
with  foreign  sales  and  purchases. 
Our  float-saving  cash  action  plans. 

C&S  has  been  a  leader  in  cash  man- 
agement for  well  over  20  years,  offer- 
ing services  ranging  from  automated 
collection  and  disbursement  to  elec- 
tronic funds  transfer.  Today,  were 
providing  tailored  service  to  500  firms 
for  an  annual  volume  of  $  1 5  billion. 
After  helping  locate  7  50  new 
plants,  weVe  on  familiar  ground 
in  Georgia. 

We  offer  a  statewide  plant-location 
service.  Call  on  our  Industrial  Devel- 
opment Department  for  complete 
information  on  site  facilities  from 
Alma  toZebulon. 

The  scope  and  services  of  a  major 
regional  bank. 

With  assets  of  over  $  3  billion  and  a 
staff  of  5, 500,  C&S  offers  the  skills  of 
experienced  specialists  and  individ- 
ualized service  to  help  you  with  all 
your  banking  needs. 

These  are  just  some  of  the  reasons 
why  82  of  the  top  100  U.S.  corpora- 
tions have  already  chosen  C&S.  If 
your  firm  is  not  now  banking  with 
C&S,  let's  talk.  The  Citizens  and 
Southern  National  Bank, 
99  Annex,  Atlanta,  Georgia  30399. 


With  offices  in  Peru,  Colombia, 

The  Citizens  and  Southern  Banks  in  Georgia 
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Out  here,  the  telephone 

isn't  a  convenience, 

if s  a  necessity. 


Telephones  are  important  to  everybody. 

In  many  rural  areas,  they  provide  an  immediate  link  between  people, 
and  in  emergencies  can  mean  the  difference  between  life  and  death. 
c     At  United,  we  provide  telephone  service  to  over  3  million  phones  in 
more  than  2,900  communities  in  21  states.  Most  of  our  communities  are 
rural  or  suburban.  None  is  over  60,000  in  population.  But  these  are 
precisely  the  areas  in  which  the  future  growth  of  the  country  lies. 

And  people  in  smaller  communities  rely  on  telephone  service  at 
least  as  much  as  people  in  larger  communities. 

In  some  cases,  they  need  it  a  lot  more. 


United  Telecom 


United  Telecommunications,  Inc.    BBSs 

We  operate  the  United  Telephone  System,  America's  third  largest. 

United  Telecommunications,  Inc  ,  PO  Box  11315.  Plaza  Station.  Kansas  City.  Missouri  64112 


V 


i 


V*. 


kk  c*i 


V 


r 


jn^i 


— *S 


■ 


How  can  a  30C  jug  be  the  descendant 
of  an  emperor's  priceless  goblet? 


Once  only  a  rich  man  could 
afford  a  drinking  vessel  of  glass. 

Today  glass  is  so  versatile  and 
economical  that  we  not  only 
drink  from  it,  but  package  foods 
and  beverages  in  it,  knowing  that 
nothing  will  better  protect  their 
quality  and  flavor. 

Rich  man  s  goblet.  Every 
mans  jug.  How  are  they  related? 
By  their  ingredients.  Both 
are  products  of  the  same 
glass-making  materials:  sand, 
lime,  and  soda  ash. 

Many  glass  manufacturers 
obtain  their  soda  ash  from 
FMC.  It  is  the  indispensable 
ingredient  which  makes  it  possible 
for  sand,  with  its  extremely 
high  melting  point,  to  be  formed 
into  glass. 

Early  artisans  probably 
produced  ash  by  burning  wood  or 
seaweed.  Modern  chemistry  has 


produced  it  synthetically.  More 
recently  FMC  pioneered  an 
entirely  new  method:  producing 
natural  soda  ash  from  a  mineral 
ore  called  trona. 

Natural  soda  ash  refined 
from  trona  requires  less  energy  to 
produce  than  chemically-made 
soda  ash,  and  contributes  to  the 
economy  of  the  countless  jugs, 
jars,  and  bottles  so  convenient  and 
necessary  today. 

Chemicals  are  only  part  of 
FMCs  business,  and  soda  ash 
only  one  of  many  FMC  chemicals, 
but  one  which  helps  the  glass- 
maker  provide  a  useful  product 
without  your  having  to  pay  an 
emperors  price  for  it. 

And  who  knows  ?  One  of 
today's  30^  jugs  might  become  in 
time  a  collectors  item,  too. 

FMC  Corporation,  200  East 
Randolph  Drive,  Chicago  60601. 
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The  next  giant  leap 

for  mankind. 


One  small  step  for  a  man,  six  years  ago, 
became  a  giant  leap  for  mankind.  Now  Soviet 
cosmonauts  and  U.S.  astronauts  prepare  for 
the  next  giant  leap:  the  union  of  two  spacecraft 
and  two  nations  140  miles  above  Earth. 

Sunday  July  13,  Western  Union  presents 
Union  in  Space','  an  exclusive  ABC  News 
television  documentary  on  preparations  for 
the  Apollo-Soyuz  Test  Project.  Science  editor 
Jules  Bergman  traces  the  progress  of  U.S. 
and  Soviet  space  exploration,  including  an 


unprecedented  visit  to  Zvezdny  Gorodok  (Star 
City),  center  of  the  Soviet  space  program. 

Tuesday  July  15,  Union  in  Space"  begins 
10  days  of  mission  coverage,  including  live 
coverage  of  the  Soviet  launch .  and  climaxing 
when  astronauts  and  cosmonauts  rendezvous 
high  above  Earth. 

The  entire  ABC  News  coverage  of  this 
historic  event  is  presented  by  Western  Union, 
pioneer  of  domestic  satellite    |£J  ^J 
communications  in  America    western  union 


Western  Union  presents  "Union  in  Space"on  ABC-TV. 

Documentary  special  Sunday  July  13.  9:30  p.m.  (8:30  p.m.  Central).  Live  coverage  July  15-24. 


Forbes 


The  Mal-waukee  Road? 


The  SEC  is  investigating  Chicago 

Milwaukee  Corp/s  disclosure  policy.  Here  are  a 

couple  more  topics  for  it  to  look  into. 


Ray  D.  Garrett  Jr.,  chairman  of 
the  Securities  &  Exchange  Commis- 
sion, wasted  no  time  in  responding  to 
Forres'  charges  (June  15)  that  Chi- 
cago Milwaukee  Corp.,  of  which  he 
was  formerly  a  director,  was  painting 
a  pretty  murky  picture  of  itself  for 
shareholders.  He  ordered  a  commis- 
sion investigation  of  the  U.S.'  sixth- 
largest  railroad.  He  added  that  he  had 
not  blocked  a  probe  previously. 

The  Forres  article  covered  a  rela- 
tively narrow  area,  rule  10b5  of  the 
1934  Securities  Exchange  Act.  The 
rule  says,  in  effect:  Don't  leave  im- 
portant things  out  of  prospectuses.  It 
appeared  to  us  that  the  prospectus 
Garrett  wrote  in  1971  as  outside 
counsel  for  the  railroad  holding  com- 
pany did,  in  fact,  omit  information 
important  to  investors.  That  was  the 
essential  burden  of  our  story. 

It  would  now  appear  that  there  is 
more  at  the  Milwaukee  Road  for  the 
SEC  to  look  into  than  we  first  thought. 
The  SEC,  for  example,  might  want 
to  ask  about  an  alleged  political  slush 
fund;  just  before  the  1972  President- 
ial election,  the  company  hit  up  super- 
visory employees  for  "voluntary"  pay- 
roll deductions  for  contributions. 

This  fund,  the  Milwaukee  Road  Of- 
ficers Trust  Account  Fund,  has  never 
been  audited  by  outside  accountants 
or  by  a  government  agency.  The  con- 
tributors have  no  idea  how  their  mon- 
ey was  spent,  or  even  if  it  was  spent. 
Forbes  knows  of  several  contributors 
who  asked  company  executives  for 
information  about  the  fund  and  got 
short  shrift.  The  company  no  longer 
reports  collecting  for  the  fund,  but 
at  least  one  supervisor's  current  pay- 
check still  shows  the  deduction. 
(Code  114,  with  no  explanation  on 
the  back  of  the  check. ) 

What  happened  was  this:  General 
Counsel  James  P.  Reedy  wrote  in 
September  1972  to  railroad  employees 
-perhaps  to  as  many  as  1,400,  or  all 
of  the  company's  supervisory  em- 
ployee list.  In  a  half  dozen  para- 
graphs,  Reedy  first  sought,   then  in- 


vited, then  solicited  and  finally  hoped 
that  employees  would  subscribe  ac- 
cording to  a  suggested  schedule: 
$180  a  year  for  $20,000-a-year  men 
and  above,  $120  annually  for  those 
making  $15,000  and  so  on.  He  en- 
closed a  payroll  deduction  form. 

Arm  Twisting? 

There  is  nothing  intrinsically  wrong 
with  funds  like  these— there  are  about 
50  of  them  in  the  country,  several 
sponsored  by  other  railroads— as  long 
as  they  are  strictly  voluntary.  Was  the 
fund  "purely  voluntary"  as  the  Reedy 
letter  puts  it?  Supervisory  employees 
are  nonunion  and  have  little  job  pro- 
tection in  an  industry  that  has  been 
cutting  staff  for  years.  Employees  in- 
terviewed by  Forbes'  David  Warsh 
say  they  felt  pressure  to  contribute.  It 
was  the  "suggested"  schedule  that  did 
it.  "Naturally,  I  sent  it  [the  payroll  de- 
duction]," recalls  one.  In  any  event, 
initial  response  appeared  to  be  over- 
whelming, although,  after  Watergate, 
many  employees  dropped  out. 

Through  a  spokesman,  SEC  Chair- 
man Garrett  informed  Forbes  he  had 
"no  information"  about  the  political 
fund.  We  believe  Garrett  is  telling  the 
truth,  but  this  raises  yet  another  ques- 
tion about  Chairman  William  Quinn 
and  his  top  management:  Why  did 
they  withhold  information  on  so  im- 
portant a  matter  from  a  director  and 
the  company's  top  legal  adviser? 

The  questions  about  top  manage- 
ment don't  end  with  the  slush  fund 
and  the  inadequate  disclosure.  There 
is  the  curious  matter  of  altered  "built" 
dates  on  Milwaukee  Road  freight  cars. 
Switching  car  identity  can  be  used  to 
fool  lease  or  mortgage  holders  or  oth- 
er railroads  which  pay  per  diem 
charges  on  Milwaukee  equipment.  In 
a  30-minute  walk  through  a  Milwau- 
kee yard  in  the  Midwest,  Forbes 
found  clear  evidence  of  at  least  30 
boxcars  so  altered.  The  cars  them- 
selves were  weatherbeaten,  but  the 
paint  on  the  serial  numbers  and  the 
built  dates  were  fresh.  This  did  not 


happen  in  1972.  This  was  in  1975. 
"Improbable,"  was  a  railroad  spokes- 
man's improbable  rejoinder. 

We  also  asked  a  spokesman  for  the 
company  about  a  deal  in  which  Mil- 
waukee bought  a  food  company  from 
the  brother  of  former  longtime  Di- 
rector J.  Patrick  Lannan,  the  well- 
known  Chicago  financier.  How  much 
did  the  acquisition  cost?  Why  wasn't 
it  disclosed?  "Why  should  we?" 
snapped  the  spokesman. 

Milwaukee  stockholders  and  bond- 
holders have  a  real  stake  in  getting  fair 
answers  to  these  questions.  Some  of 
the  bond  issues  are  seriously  in  ar- 
rears on  interest.  Common  stockhold- 
ers have  not  received  a  penny  in  divi- 
dends since  1967.  It  is  probable  that 
the  railroad  has  stayed  solvent  largely 
by  selling  off  valuable  timberland— 
without  fully  informing  shareholders. 

Although  it  operates  10,500  miles 
of  railroad  and  garnered  nearly  $466 
million  in  revenues  last  year,  Chicago 
Milwaukee  has  made  only  slim 
profits,  mostly  from  timber,  in  recent 
years.  In  the  first  quarter  of  1975 
it  showed  a  horrendous  loss:  $12.7 
million,  $5.44  a  common  share.  Long 
range,  there  is  some  question  as  to 
how  viable  the  Milwaukee  is.  It  has 
made  several  acquisitions,  none  spec- 
tacular, and  has  talked  merger  with 
other  roads,  but  with  no  results.  A 
not  very  impressive  record  on  the  part 
of  $180,000-a-year  Chairman  Quinn 
and  his  crew. 

Reluctant 

A  Chicago  businessman  who  knows 
the  Milwaukee  chairman  and  likes 
him  says  that  Quinn  is  reluctant  to 
take  risks  and  that  this  has  contrib- 
uted to  the  company's  weak  perfor- 
mance. A  man  long  familiar  with  the 
railroad  takes  an  even  more  dismal 
view,  claiming  that  the  Milwaukee 
was  rarely  well  run  and  often  scan- 
dal-ridden. "It  was  a  candy  store 
then.  It  is  a  candy  store  now,"  the 
critic  says.  Maybe  the  critic  is  wrong, 
but  the  SEC  ought  to  find  out.  ■ 
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Pattern  Breaker 


Like  many  a  successful  company  before  it,  du  Pont  became 
stuck  in  an  old  mold.  Irving  Shapiro  is  trying  to  break  the 
mold— and  restore  du  Pont's  lost  leadership. 


For  18  months  now  Irving  S.  Shapiro, 
59,  an  urbane,  tough-minded  lawyer 
from  Minneapolis  has  been  sitting  in 
the  chief  executive's  seat  at  E.I.  du 
Pont  de  Nemours,  a  chair  where  until 
recently  only  du  Ponts  or  du  Ponts-in- 
law  were  privileged  to  park  their  pa- 
trician posteriors.  Anyone  who  thinks 
the  change  is  merely  symbolic  doesn't 
understand  either  Irving  Shapiro  or 
the  situation  at  du  Pont. 

Interviewed  in  his  Wilmington  of- 
fice by  Forbes'  Alvin  Butkus,  Chair- 
man Shapiro  put  it  bluntly: 

"There  was  reliance  around  here 
on  historical  ways.  There  was  some 
paternalism.  There  was  a  sense  that 
du  Pont  is  different  from  any  other 
company.  It  took  a  period  of  pain  be- 
fore people  recognized  that  you  can't 
play  that  way  anymore." 

Partly  as  a  result  of  this  outdated 
attitude,  says  Shapiro,  "We've  had 
ten  years  of  a  dry  spell." 

Dry  indeed.  Sales  have  more  than 
doubled  (to  $6.9  billion)  but  operat- 
ing profits  last  year  were  only  25% 
higher  than  in  1965;  the  operating 
profit  margin  dropped  from  32%  to 
17%.  The  company  has  already  an- 
nounced that  the  first  half  will  be 
terrible;  full-year  results  will  do  well 
to  equal  $5  a  share,  worst  since  1958. 


Return  on  equity  will  be  barely  7%. 
Most  other  big  chemical  companies 
had  earnings  gains  of  at  least  25%cin 
the  first  quarter.  Business,  however, 
is  slowing  down  for  the  industry. 
Even  so,  companies  like  Dow  Chemi- 
cal and  Union  Carbide  are  expected 
to  have  earnings  declines  of  just  6% 
for  the  entire  year. 

An  easy  explanation  is  the  weak- 
ness in  fibers  and  textiles,  du  Pont's 
biggest  market.  But  this  is  only  the 
surface  part  of  the  story. 

Like  the  rest  of  the  chemical  in- 
dustry, du  Pont  was  stuck  on  an  earn- 
ings plateau  during  the  late  Sixties 
and  early  Seventies.  In  1973  du  Pont, 
like  the  rest  of  the  industry,  began 
to  pick  up.  Profits  that  year  were  a 
record  $12.04  a  share,  marking  a  gain 
that  matched  the  40%-plus  gain  made 
by  most  other  chemical  companies. 

But  it  was  also  in  1973  that  du 
Pont's  real  weakness  became  appar- 
ent. It  had  long  been  du  Pont  policy 
to  buy  raw  materials  and  concentrate 
its  capital  in  the  more  profitable  spe- 
cialty chemicals.  A  good  strategy  for 
a  long  time.  But  the  energy  crisis  of 
1973  marked  a  watershed.  Not  only 
did  energy  costs  go  way  up,  but  oil- 
based  raw  materials  became  much 
more  expensive  too. 


In  1974,  even  though  business  was 
good  for  du  Pont,  its  energy  and  raw- 
materials  costs  jumped  $1  billion,  eat- 
ing up  the  entire  gain  in  volume  and 
in  prices.  Chlorine,  for  example,  was 
simply  unobtainable  during  much  of 
the  year.  Du  Pont  had  to  cut  back 
production  on  such  hot-selling  prod- 
ucts as  nylon,  neoprene  and  pigments. 
The  cutbacks  cost  the  company  $80 
million  before  taxes. 

The  story  behind  the  story  of  du 
Pont's  poor  1974,  then,  was  not  the 
textile  slump  but  the  energy  and  raw 
materials  crunch.  Since  then,  although 
business  has  turned  down,  many  raw 
materials  prices  remain  high,  and  en- 
ergy costs  continue  to  creep  up.  Sha- 
piro drew  the  necessary  conclusions. 
Du  Pont  will  have  to  change  course 
and  get  into  basic  chemicals.  Du  Pont 
is  the  first  fibermaker  to  make  a  ma- 
jor move  in  this  direction. 

Already  under  construction  is  a 
large  caustic-chlorine  plant  and  a 
complete  petrochemical  complex  be- 
ing built  by  the  company's  20%-owned 
Canadian  subsidiary.  Shapiro  is  iron- 
ing out  plans  for  several  other  com- 
modity chemical  plants,  including  a 
petrochemical  refinery  that  may  be 
built  in'  Saudi  Arabia.  "In  a  variety 
of  basic  raw  materials,"  says  Shapiro, 
"we  have  enough  demand  within  our 
own  company  for  a  major  world 
plant,  so  it's  not  a  question  of  losing 
any  economies  of  scale." 

Of  course,  Shapiro  will  need  big 
money  to  build  all  these  plants.  For- 
tunately, his  predecessor's  conserva- 
tism serves  him  in  good  stead  on  that. 
Last  year  for  the  first  time  in  50  years 


Hot  Potatoes 


You'd  think  soft  goods  were  hot  potatoes,  the  way 
everybody  is  shunning  inventory.  This  could  be  the 
making  of  a  quick  turnaround  for  the  rag  business. 


If  the  economy  picks  up  and  the 
consumers  step  out,  what  will  they 
spend  their  money  on— considering 
that  homes  are  probably  priced  out  of 
most  people's  reach  and  cars  have  lost 
their  allure?  Clothes,  maybe? 

If  so,  the  customers  may  find  the 
shelves  are  pretty  bare  except  for 
denims  and  a  few  hot  fashion  items 
like  the  leisure  suit.  One  men's  shirt 
manufacturer  tells  a  typical  story:  "I 
said  to  an  executive  from  a  big  New 
York  department  store  that  I  had 
heard  reports  he  had  no  white  shirts 
in  size  15M-33.  His  reply  was:  'Let 
'em  buy  blue  or  yellow,  or  let  'em  go 
across  the  street.'  " 


Tight  money  and  the  sudden  soft- 
goods  slump  of  1974  burned  retailers 
badly.  As  inventories  mounted,  so 
did  carrying  charges,  what  with  mon- 
ey costing  14%  and  more.  To  clear 
the  shelves,  the  retailers  took  further 
losses  in  markdowns.  Sears,  Roebuck's 
earnings  were  down  61%  in  the  first 
quarter;  J.C.  Penney's  87%. 

Since  then,  the  shopkeepers  have 
operated  with  sparsely  filled  ware- 
houses. For  the  customers,  as  many 
as  there  were,  it  was  blue  shirts— or 
go  across  the  street.  The  manufac- 
turers, themselves  allergic  to  high  in- 
ventories, abruptly  stopped  cutting. 
Their  profits  and  inventories  shrank. 


Giant  Kayser-Roth's  first-quarter 
earnings  were  down  13%  and  other 
big  garment  firms  were  hurt,  too. 

To  the  optimists,  the  situation  has 
all  the  makings  of  a  very  profitable 
turnaround— providing  only  that  the 
action  picks  up  at  the  consumer  end. 
Sartain  Lanier,  chairman  of  Atlanta's 
Oxford  Industries,  says:  "Finally  the 
pipelines  have  been  cleared."  The 
reason,  of  course,  is  that  a  strong 
pickup  in  consumer  interest  will  cre- 
ate panic  calls  for  more  merchandise 
from  the  retailers.  The  manufacturers, 
who  cleared  their  inventories  by  offer- 
ing what  they  had  as  promotional 
items,  will  move  to  fill  the  orders.  p< 
haps  at  premium  prices.  Unlikr  heavy 
manufacturing,  the  rag  trade  is  a  Fail 
reaction  busini 

But,  for  the  moment  at  least    <  \  ST) 
body  is  playing  chicken  to  determine 
who  will  carry  the  needed  in\  entories 
"We're  not  going  to  cam  the  ball  for 
the   stores,"   insists    Russ   Togl    PretJ 
dent  Ell  Rousso,  "We  don't  dare  build 
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Lawyer  Makes  Good.  Irving  Sha- 
piro, 59,  du  Pont's  chairman  since 
early  1974,  waves  a  hand  toward  a 
du  Pont  family  portrait  that  hangs 
behind  his  desk:  "Twenty-five  years 
ago  those  guys  would  have  rolled  over 
had  anyone  suggested  that  a  legal 
guy  would  someday  be  running  the 
du  Pont  company."  But  times  change, 
and  du  Pont  badly  needed  a  change. 
What  better  choice  to  direct  it  than 
this  brilliant  lawyer  who  had  defend- 
ed the  company  so  well  in  the  Gen- 
eral Motors'  divestiture  case? 


du  Pont  made  a  public  debt  offering, 
raising  $500  million.  The  company 
may  go  back  to  the  debt  market 
again.  Unlike  many  other  chemical 
companies,  it  can  afford  to  do  that. 
Currently,  its  bond  rating  is  AAA, 
and  its  long-term  debt  stands  at  only 
$793  million  against  shareholders' 
equity  of  $3.7  billion. 

But  for  the  most  part,  Shapiro 
hopes  to  get  the  cash  he  needs  by 
running  the  company  "lean  and 
tough."  This  means  saving  money 
wherever  possible  to  put  into  plant 
and  equipment.  For  one  thing,  excess 
employees  will  have  to  go.  Shapiro 
figures  that  for  every  1,000  employees 
he  can  cut  from  the  payroll,  du  Pont 
can  generate  $15  million  in  pretax 
profits.  Shapiro  also  plans  to  save  by 
going  after  that  old  du  Pont  sacred 
cow,  research.   A  few  years  ago,   du 


Pont  had  as  many  as  25  new  ventures 
in  its  laboratories.  Now  it's  down  to 
about  a  dozen.  Shapiro  feels  this  is 
still  too  many.  "We  don't  have  to  take 
as  many  gambles  on  new  ventures," 
he  says.  "If  you  limit  yourself  to,  say, 
five  hands  and  you  know  how  to  play 
poker,  the  odds  are  that  you'll  bring 
in  some  chips." 

For  the  really  big  chips,  Shapiro  is 
counting  heavily  on  Kevlar.  Du  Pont 
has  been  embarrassed  before  by  talk- 
ing prematurely  about  having  "an- 
other nylon,"  but  this  time  it  may  well 
have  a  winner— although  hardly  an- 
other nylon.  Kevlar  is  a  lightweight 
synthetic  fiber  made  from  an  aromatic 
polyamide  (a  petrochemical)  that 
looks  and  feels  like  conventional  nylon 
and  is  five  times  stronger  than  steel 
on  an  equal-weight  basis.  Publicity 
pictures    of    bulletproof    vests    made 


from  Kevlar  have  gotten  the  atten- 
tion. ("It  can  stop  anything  up  to  a 
.38  and  at  very,  very  close  range," 
claims  a  du  Pont  executive.)  How- 
ever, the  first  big  market  is  likely  to 
be  for  reinforcing  radial  tires.  Du 
Pont  claims  that  tires  made  with 
Kevlar  reinforcement  are  lighter, 
tougher,  emit  less  noise  and  transmit 
less  vibration  than  steel-reinforced 
tires.  Kevlar  also  has  potential  in  ev- 
erything from  hot-air  balloons  to 
mooring  lines  for  offshore  drilling  rigs. 

But  for  the  immediate  future,  the 
big  emphasis  is  going  to  be  not  on 
expansion  and  growth  but  on  integra- 
tion and  profitability. 

"It's  pretty  simple,"  says  Shapiro, 
"we're  trying  to  get  back  to  where  we 
were"— that  is,  back  to  being  one  of 
the  most  profitable  chemical  compa- 
nies, not  one  of  the  least  profitable.   ■ 


president  of  Palm  Beach  Co.,  "We 
don't  dare  build  up  inventory.  The 
cash  is  too  important  to  us  now." 
Among  retailers,  meantime,  the  mood 
still  is:  Play  it  close  to  the  vest. 

In    the    game    of    chicken,    neither 


side  has  shown  signs  of  flinching,  but 
there  are  hopeful  indications.  "One  of 
my  executives  was  traveling  around 
the  country  recently,"  says  John  W. 
Field,  president  of  Warnaco.  "He 
talked  to  20  department  stores,   and 


they've  definitely  loosened  the  reins 
on  buying."  However,  nobody  ex- 
pects the  second-quarter  reports,  due 
shortly,  to  be  better  reading  than  the 
first's.  The  turnaround,  if  it  is  com- 
ing, is  still  around  the  corner.   ■ 
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How  a  reheated  turkey  helped 
change  the  way  Hollywood 
markets  its  merchandise. 

hi'  TO  movii  (.oers— If  you  want  to 
avoid  being  sucked  into  seeing  a 
stinker,  watch  out  for  these  telltale 
signs:  A  movie,  of  which  you  previous- 
ly never  heard,  suddenly  blankets  mov- 
ie houses  throughout  your  area  and 
advertisements  for  it  suddenly  pour 
out  of  your  TV  screen. 

Modem  marketing  has  come  to  the 
movies,  which  means  that  producers 
have  finally  figured  out  how  to  bypass 
the  critics  and  bad  word  of  mouth 
from  the  fans. 

The  basic  techniques— "four-wall- 
ing" and  saturation  promotion— are  as 
old  as  the  hills.  But  the  scale  is 
something  new. 

Take  Billy  Jack,  a  modern-day 
western  whose  half-breed  hero  uses 
karate  kicks  rather  than  six-guns  to 
crusade  against  injustice  and  an  evil 
local  "Establishment."  When  it  came 
out  in  1971  the  critics  panned  it,  au- 
diences stayed  away  in  droves  and 
the  film  bombed.  But  Tom  Laughlin, 
the  star  and  director,  wouldn't  take  a 
yawn  for  an  answer.  The  former  bit 
player  on  TV  and  in  movies  like  South 
Pacific,  Gidget  and  the  forgettable 
Battle  of  the  Coral  Sea,  sued  Wamer 
Bros,  for  the  right  to  reheat  his  tur- 
key. He  won. 

The  very  fact  that  so  few  people 
had  seen  the  film  was  an  asset.  It  en- 
abled Laughlin  and  his  backers  to 
pack  a  great  deal  of  sell  into  30-sec- 
ond  TV  commercials  that  featured 
Billy  Jack  taking  on  small-town  bigots, 
sometimes  12  at  a  time,  with  dazzling 
displays  of  kung  fu.  These  scenes 
struck  a  responsive  note  with  the  16- 
to  24-year-old  set  who  make  up  50% 
of  the  movie-viewing  audience. 


The  commercials  packed  them  in 
at  a  few  trial  reengagements.  After  a 
%2-million  gross  in  four  weeks,  .War-*' 
ners  saw  the  light.  Laughlin  persuad- 
ed them  to  "four-wall"  the  picture. 
This  means  that  instead  of  getting  a 
percentage  of  the  gross  from  the  the- 
ater owner,  the  producer  rents  the 
theater  at  a  flat  fee.  If  his  promotion 
pays  off,  he,  not  the  theater  owner, 
reaps  the  reward.  Laughlin  four- 
walled  Billy  Jack  with  saturation  TV 
promotion  in  62  Southern  Califor- 
nia theaters  and  he  broke  records. 

In  three  years  Billy  Jack,  which 
cost  only  $1  million  to  make,  has 
earned  an  estimated  $65  million.  Be- 
issued  in  1974,  it  earned  almost  as 
much  money  as  the  reissue  of  Butch 
Cassidy  <b  the  Sundance  Kid  and 
more  than  Airport  1975.  The  film  has 
been  enormously  popular  with  adoles- 
cents of  all  ages  at  drive-ins  and  small- 
town theaters.  But  it  has  also  been 
analyzed  as  a  pop-culture  phenome- 
non by  such  big-city  folk  as  New  York 
critic  Bex  Beed  and  the  rock  bible, 
Rolling  Stone. 

Back  Again 

In  1974,  Laughlin  released  a 
sequel,  The  Trial  of  Billy  Jack.  The 
critics  agreed  it  was  even  worse  than 
the  original.  It  did  not  "premier"  on 
Broadway.  The  Trial  opened  simul- 
taneously in  1,100  movie  houses.  The 
film  cost  $2.5  million.  The  advertising 
cost  $3  million  for  a  one-week  satura- 
tion splurge. 

This  was  no  ordinary  movie  hoopla. 
Laughlin's  sidekick  was  John  Ruble, 
a  former  Assistant  Secretary  of  De- 
fense under   Bobert   McNamara,   and 


Even  Charles  Bronson  and  big  TV  money  couldn't  buy  audiences  for  Breakout. 


Billy  Jack  gets  bad   guys  and  critics. 

later  a  senior  vice  president  at  Litton 
Industries.  Buble  used  computer 
printouts  to  monitor  attendance  at  the 
1,100  theaters  showing  Trial  at  any 
given  time,  and  also  to  determine 
how  many  days  the  picture  could  ex- 
pect to  continue  showing  a  profit.  He 
hit  TV  with  as  many  as  ten  or  11  dif- 
ferent 30-second  spots;  after  a  while 
a  faithful  TV  viewer  need  go  to  the 
movie  only  to  see  how  it  all  came  out. 

These  techniques  mean  that  the 
producer  puts  his  money  into  renting 
theaters  and  hiring  time  on  TV  rather 
than  into  the  film  itself.  But  it  means 
that  he  comes  on  so  strong  that  he  is 
almost  certain  to  make  an  impact  on 
potential  moviegoers.  Then,  because 
he  saturates  an  area  with  bookings, 
the  film  is  in  and  out  oi  town  before 
the  unfortunate  early  viewers  cm 
warn  their  neighbors. 

Actually,  Ruble  and  Laughlin  were 
updating  a  technique  developed  hy 
movie  magnate  Joseph  lv  Levine.  In 
1959  Levine  look  a  real  dog,  the 
Italian-made  Hercules,  booked  it  into 

over  600  tin. iters  simultaneously  and 
splurged   with   $1.5   million    in   adver- 
tising.   The  film,  whose  U.S.  rights  I  i 
vine  bought   for  a  sung   ($200,000 
grossed  $9  million. 

Levine  did  nol  Four-wall.  Hut  tins 
technique  is  .is  old  as  D.W.  Griffith's 
Birth  of  a  Nation,  although  it  was 
used  in  the  'I  hirties  and  Forties  (  hid 

ly  lor  action  films  and  simil.ii  types 
that  required  hea>  y  promotion. 

Hut  four-walling  reall)   caught  on  in 

the   mid-Sixties   when   a   lew   small    in 
dependent    Companies    used    it    to    ills 

ti  Unite  tin  ii  ( .  rated  w  ildlife  films. 
Going  into  a  town,  they  blitzed  tfw 

local    TV    stations    and    walked    awa\ 

with   the   family   audience,    long   th' 
sole;  property  <>\   Disney.  Since  these 
independents  had  little  monej  in> i 
ed  in  the  nature  [in  tures,  the)  could 
afford  big  bucks  for  advertising  and 
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theater  rentals  and  still  come  out 
way  ahead. 

It  remained  for  Ruble  and  Laugh- 
lin  to  make  four-walling  and  satura- 
tion booking  the  tails  that  wagged  the 
movie  dog.  "When  we  talk  to  a 
director  now,  we  say,  'Don't  forget 
our  30  seconds,' "  says  John  Freid- 
kin,  director  of  publicity  and  adver- 
tising for  Twentieth  Century-Fox.  He 
is  referring  to  the  now  obligatory 
scene  of  sex  or  violence  that  will  make 
a  real  grabber  of  a  TV  spot.  "If  the 
'30  seconds  aren't  there,"  Freidkin 
says,  "we  know  we're  in  trouble." 

Last  year  Twentieth  made  a  killing 
with  saturation  advertising  on  a  dis- 
mal little  film  called  Dirty  Mary,  Crazy 
Larry.  The  film  was  distinguished  only 
by  the  suitability  of  several  scenes  for 
TV  commercials.  The  film  cost  $1  mil- 
lion. It  earned  $14  million.  As  Freid- 
kin sees  it,  the  secret  was  marketing: 
"If  you  had  come  to  us  before  the 
picture  opened  and  asked  if  we  would 
settle  for  $5  million,  we  would  have 
been  delighted." 

Not  Infallible 

But  some  of  the  movie  majors,  in- 
cluding Warners  Bros.,  with  its  Ex- 
orcist four-wall  campaign,  have  been 
bunied.  Columbia  Pictures  took  out  a 
four-color  four-page  ad  in  Variety  to 
announce  its  promotional  blitz  for 
Charles  Branson's  Breakout.  But  de- 
spite $3.5  million  worth  of  advertising 
(including  42  prime-time  TV  spots) 
the  grosses  have  been  disappointing, 
are  the  slide-rule  moguls  at  Billy 
Jack  infallible.  When  they  reissued 
Trial  in  Los  Angeles  last  May,  pow- 

'1  l>\  a  big  cash  prize  contest,  the 
campaign  did  so  badly  that  even  Ru- 

I        himself  admits  that  it  was  a  flop. 
Some  old-timers  around  Hollywood 
lie  that  the  picture  you  are  selling 
I  still   makes  the  difference.   You   can't 
ill  of  the  people  all  of  the  time.   ■ 


The  Body  Scanners 

The  hottest  new  medical  product  looks  like  good 
news  for  many  patients.  But  will  it  be  good 
news  for  impatient  investors? 


So  far,  stock  investors  are  as  excited 
about  a  new  breakthrough  in  X-ray 
technology  as  are  doctors.  The  initial 
manufacturers  of  the  new  product, 
called  the  body  scanner,  are  EMI 
Ltd.,  Technicare  and  Digital  Informa- 
tion Science  Corp.  (now  being  ac- 
quired by  Pfizer).  Since  January 
EMI's  stock  has  more  than  doubled 
and  Technicare's  more  than  tripled. 
General  Electric,  Philips'  Lamp,  CIT's 
Picker  Corp.  and  Varian  Associates 
are  waiting  in  the  wings. 

The  hoopla  is  understandable.  The 
scanner,  still  being  perfected  by  all 
three  makers,  is  the  biggest  advance 
in  diagnostic  medicine  since  the  X- 
ray's  discovery  by  Wilhelm  Rontgen 
in  1895.  Instead  of  the  shadowy 
white-and-black  X-ray  photo,  the 
computer-aided  scanners  provide  ac- 
tual maps  of  the  body  in  cross  section. 
The  scanners  can  distinguish  healthy 
tissue  from  tumors  and  brain  matter 
from  dangerous  fluid  pockets.  They 
produce  a  graphic  image  in  two  to 
seven  minutes,  and  patients  need  not 
take  off  their  street  clothes. 

Doctors  estimate  that  by  the  early 
1980s,  few  American  hospitals  with 
more  than  300  beds  will  be  without  a 
scanner,  though  the  current  models 
cost  upwards  of  $350,000  to  $600,000 
and  are  bound  to  be  outdated  by  later 
•models.  One  big  reason  that  scanners 
will  sell  is  malpractice  suits.  Doctors 
who  don't  "scan"  patients  with  myster- 
ious headaches,  for  example,  could 
later  be  held  liable  to  negligence 
charges  if  the  patient  turns  out  to  be 
suffering  from  a  tumor. 

The  front-runner  right  now  is  EMI, 
that  odd  British  company  that  brought 
you  the  Beatles  through  its  Capitol 
Records  subsidiary  back  in  the  mid- 
Sixties.  EMI  is  now  in  hotels,  the  lei- 
sure business  (television,  records  and 
movies  like  Murder  on  the  Orient  Ex- 
press) and  electronics.  This  year,  with 
Capitol  losing  money  in  its  fiscal  third 
quarter,  EMI  reported  a  19%  earn- 
ings decline,  to  $4.6  million,  on  sales 
of  $256.7  million. 

But  forget  leisure.  EMI's  emphasis 
now  is  on  electronics,  and  specifically 
on  the  scanner.  The  company's  new 
managing  director  (or  chief  operating 
officer)  is  51-year-old  John  Powell,  a 
physics  Ph.D.,  who  joined  EMI  from 
Texas  Instruments  three  years  ago. 
Powell,  who,  unlike  most  British  ex- 
ecutives, greets  guests  in  shirt  sleeves, 


says:  "I  guess  I  can't  escape  my  past." 
In  fact,  Powell  and  EMI  are  count- 
ing heavily  on  the  scanner,  with  its 
current  20%  to  25%  profit  margin. 
The  way  EMI  sees  it,  even  with  only 
a  quarter  of  the  market  by  1980,  the 
company  should  be  making  some  $50 
million  on  sales  of  400  units  a  year. 

It's  very  early  in  the  game.  So  far, 
EMI  has  gotten  200  orders  for  its 
pioneering  $450,000  brain  scanner, 
developed  in  1971  by  Godfrey  Houns- 
field.  Its  $590,000  body  scanner,  de- 
veloped last  year,  is  still  in  clinical 
testing.  But  EMI  says  it  will  soon 
be  ready  to  push  sales.  This  spring 
it  raised  $35  million  in  a  rights  offer- 
ing at  $2.65  a  share  to  get  the  body 
scanner  into  full  production  this  fall. 
EMI  is  aiming  both  its  brain  and 
body  scanners  at  the  U.S.,  which 
Powell  estimates  will  account  for  75% 
of  the  scanner  market. 

Scanning  The  Market 

Will  the  scanner  catch  on  big?  And 
soon?  A  look  at  the  available  statistics 
raises  some  sobering  doubts.  For  ex- 
ample, the  scanner  market  is  distress- 
ingly small  for  the  number  of  big 
companies  barging  in.  Even  assuming 
that  every  American  hospital  of  300 
or  more  beds  will  have  a  scanner  by 
1980,  there  are  only  around  1,350 
such  hospitals  in  this  country.  It's 
conceivable  that  by  the  mid-1980s, 
virtually  every  hospital  that  wants  a 
scanner  will  have  one. 

Sure,  those  first  models  will  be 
made  obsolete  by  more  sophisticated 
models.  But  just  for  that  reason,  you 
can  bet  that  the  hospitals  will  be 
cautious  about  buying  a  first  model 
and  replacing  it  later  on. 

Then  you  have  the  question  of 
which  scanner-make "  in  the  crowd 
will  emerge  on  top.  It's  anybody's 
guess.  The  scanner  may  pay  off  big  for 
EMI.  But  from  here  on,  the  company 
faces  tough  competition  from  giants 
like  Pfizer,  GE  and  Siemens,  which 
will  be  marketing  Technicare's  Delta- 
Scanner  outside  the  U.S.,  Canada  and 
the  U.K.  There  is  speculation  that 
EMI  may  cater  to  the  more  special- 
ized, medically  advanced  hospitals, 
while  Pfizer  and  Technicare  offer  less 
sophisticated  models  to  smaller  hos- 
pitals. But  that's  only  a  guess. 

In  the  long  run,  the  scanners  may 
do  more  good  for  patients  than  for 
today's  impatient  investors.   ■ 
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Catch  223(f) 

Is  Uncle  Sam  about  to 
bail  out  the  banks 
and  the  builders 
from  the  consequences 
of  their  own  folly? 

Section  223(f)  was  just  15  lines  in 
the  150-page  housing  bill  that  sailed 
through  Congress  last  August.  The 
provision's  supporters  wanted  to  aid 
decaying  but  salvageable  inner-city 
areas  by  offering  landlords  govern- 
ment-insured refinancing  so  they  could 
fix  up  their  properties  without  having 
to  raise  rents. 

But  what  Congress  thought  it  was 
getting  and  what  it  got  are  worlds 
apart.  Thanks  to  sloppy  legislative 
drafting  and  some  creative  regulation 
writing  at  the  Department  of  Housing 
&  Urban  Development,  Section  223(f) 
may  turn  into  a  first-class  bailout  for 
builders,  real  estate  investment  trusts 
and  banks  who  are  stuck  with  billions 
of  dollars  worth  of  new,  overpriced 
apartments  and  condominiums  that 
need  refinancing,  too. 

Right  now  many  of  the  unsold  and 
unrented  projects  are  still  being  fi- 
nanced with  high-interest  construction 
loans— typically  written  at  about  5% 
above  the  prime  rate.  Private  long- 
term  lenders— bank  trust  departments 
and  insurance  companies— want  noth- 
ing to  do  with  those  lemons,  especial- 
ly since  most  buildings  are  far  behind 
in  interest  payments  and  running 
heavy  negative  cash  flows.  So,  the 
"temporary"  financing  turns  into  in- 
voluntary long-term  financing. 

Under  the  old  law,  Federal  Hous- 
ing Authority  insurance  for  multifam- 
ily  projects  could  only  be  granted  be- 
fore construction  started.  That  way,  if 
a  project's  costs  began  to  soar  out  of 
control,  as  many  REIT  projects  did, 
HUD  could  drop  its  guarantee.  But 
after  listening  to  the  wails  of  builders 
and  bankers,  HUD  officials  broadened 
the  regulations  under  the  new  223(f). 
They  extended  the  insurance  to  any 
"distress"  projects  begun  before  June 
30,  1974  and  finished  by  the  end  of 
this  year.  That  should  enable  devel- 
opers to  refinance  their  existing  high- 
interest  bank  and  REIT  construction 
loans  with  lower-cost  federally  guar- 
anteed long-term  loans.  With  a  gov- 
ernment guarantee,  the  long-term 
lender  doesn't  have  to  worry  about 
a  default:  The  Government  pays. 

It  could  turn  out  to  be  an  an- 
swer to  the  prayers  of  builders, 
REITs  and  banks.  The  Government 
would,    in    effect,    bail    them    out    of 


Bailout?  Or  only  way  out?  NAHB's  J.S.  Norman  says  his  builders  need  223(f). 


their  bad  loans. 

"With  the  eagle  on  it  you  can  sell 
anything,"  says  the  vice  president  of 
a  major  brokerage  firm.  "Nobody 
even  looks  at  the  underlying  quality 
of  the  mortgage." 

"If  this  backfires,"  a  top  HUD  of- 
ficial told  Forbes'  Paul  Sturm,  "it 
could  cost  the  Government  billions  in 
insurance  losses." 

The  lawmakers'  largesse  comes 
more  from  ineptitude  than  heavy 
lobbying.  Final  language  for  223(f) 
was  written  last  year— before  the 
REIT  collapse.  A  committee  note  ex- 
plaining the  purpose  of  the  section  is 
gobbledygook;  it  relates  to  another 
proposed  change  that  wasn't  even 
enacted.  Senators  Alan  Cranston 
(Dem.,  Calif.)  and  Robert  Taft 
(Rep.,  Ohio),  223(f) 's  original  main 
backers,  never  meant  to  allow  the 
loophole  at  all. 

The  Only  Way  Out 

But  in  Washington,  people  get  paid 
to  read  the  fine  print.  "When  we  saw 
that  language,  we  jumped  on  it,"  says 
J.S.  "Mickey"  Norman,  a  Houston  de- 
veloper and  president  of  the  74,000- 
member  National  Assoeation  of  Home 
Builders.  "It's  the  only  way  a  lot  of 
our  guys  may  come  out  alive." 

So  the  industry  wheeled  out  its  big 
guns.  A  Who's  Who  of  builders,  mort- 
gage bankers  and  REIT  men  trooped 
down  to  HUD  to  "suggest"  how  the 
law  should  be  administered. 

Section  223(f)  quickly  became 
known  as  "the  great  REIT  bailout." 
But  other  people  in  the  know  had  an- 
other name  for  the  bill.  One  of  the 
first  applications  came  from  a  trou- 
bled $6-million  development  in  Hous- 
ton owned  by  the  NAHB  president 
himself.  "Because  I've  been  so  in- 
volved, I  guess  some  people  felt  it 
was  the  Mickey  Norman  bill,"  says 
Norman.  "Actually,  it's  a  great  step 
forward  for  the  industry." 

N )  insurance  has  yet  been  written 


under  223(f)  because  final  regula- 
tions are  still  in  the  works.  Mean- 
while, HUD  offices  in  Atlanta  and 
Dallas  report  over  1,250  conferences 
with  interested  developers  and  lend- 
ers. "If  the  program  gets  going  prop- 
erly, the  volume  in  the  next  nine 
months  will  be  $2  billion  at  least," 
says  Paul  Low,  senior  vice  president 
of  Dallas-based  mortgage  bankers 
Lomas  &  Nettleton. 

Federal  Housing  Administration 
Commissioner  David  deWilde,  a  form- 
er investment  banker  with  Lehman 
Bros.,  defends  the  soundness  of  the 
proposal.  He  says  that  current  plans 
call  for  the  I'll  A  to  insure  only  up 
to  80?  of  value,  with  builders  paying 
any  operating  deficits  for  18  months. 
DeWilde  insists:  "It  certainly  won't  he 
a  bailout  for  .i  guy  who  didn't  put 
up  a  viable  project." 

But  deWilde  may  be  overrating 
the  abilities  of  the  FHA  staff.  The 
scandal-scarred  agency  has  butchered 
relatively  simple  single-family  housing 
programs  (Fohbes,  May  15),  What 
will  it  do.  faced  with  223(f)  ap- 
plications that  involve  far  more  mon- 
ey and  far  more  sophisticated  under- 
writing':' Alread)  there  is  a  report  ol  a 
local  FHA  office  approving  a  build- 
er's application  based  on  1978  outs 
and  1974  expenses.  Other  builders 
are   pressuring    III  I)    lor   loans    bated 

on  their  projects'  "replacement  costs," 
rather  than  on  "economic  viability." 

What's  more,  the  desperate  REITs 
want  223(f)  to  be  stretched  to  COVei 
more  than  $1  billion  worth  ol  then 
foreclosed  apartments. 

If  Congress  wants  to  bail  out  banks 

and  builders  from   the  consequences 
of     an     economic     downturn     com 
pounded  by  thei*  own  folly,  it   cm 

of    course,    do    so.     Bui     mv     lull    pio 
posing  that   would   have  scanl    chance 

of  becoming  law.  So  what  the  build 
cis  and  bankers  apparently   can't  do 
through  a  law ,  the)  seem  to  be  doii 

through  .i  loophole.  ■ 
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IEMENS 


Where  Quality  is  the  measure 


ecause  people  depend  more  on 
lectronics  than  ever  before,  quality 
>  vital  in  the  manufacture  of 
omponents. 

\s  one  of  the  world's  largest  elec- 
onic  components  manufacturers 
iiemens  offers  the  complete 
ange  in  more  than  50,000 
onfigurations.  Capacitors, 
tener  and  Varactor  diodes, 
hermistors.  Microwave  and 
ptoelectronic  devices, 
ransistors.  Integrated  and 
ybrid  circuits. 

lo  newcomer  to  the  United 
tates,  Siemens  recently 
;roadened  its  components 
apability  by  acquiring 
lickson  Electronics 
orporation— a  well-known 
'.S. -based  manufacturer  of 
uality  electronic  components. 

0  learn  more  about  Siemens 
nd  the  quality  products  that 
ave  helped  build  our  reputation 

1  such  fields  as  electronic 
omponents,  write  for  our  latest 
rochure:  Siemens  in  the 
'nited  States*. 

iemens  Corporation  B1 
86  Wood  Avenue  South 
selin,  N.J.  08830 
201)  494-1 000 


.  .Siemens  is  the  rule. 


Cook  Vs.  The  Analysts 

AEP,  once  the  bluest  of  blue  chips,  now  yields  10% 
on  a  barely  covered  dividend. 
Is  this  just  a  passing  phase? 


After  two  absolutely  dismal  years, 
the  utility  stocks  have  come  to  life 
since  last  September,  putting  on  a 
rally  at  least  as  impressive  as  that  of 
the  industrials.  Here  and  there,  utility 
stocks  are  even  beginning  to  turn  up 
again  on  Wall  Street  buy  lists.  But  not 
American  Electric  Power  Co.,  once 
the  industry's  bluest  blue  chip. 

Though  AEP  has  come  up  from  its 
1974  low,  it  still  sells  at  a  discount 
from  book  value  and  yields  an  as- 
tounding 10$  on  its  common  dividend. 
In  the  words  of  a  leading  stock  mar- 
ket advisory  service,  "earnings  re- 
covery ...  is  uncertain  . . .  AEP  has 
very  limited  financial  flexibility." 

What  does  AEPs'  able,  outspoken 
Chairman  Donald  C.  Cook  think  of 
all  this?  "I  am  not,"  he  replies  tartly, 
"going  to  take  the  responsibility  for 
the  inadequate  skills  of  [Wall  Street] 
analysts." 

Still,  the  evidence  against  AEP  is 
damaging.  In  the  12  months  through 


Jan.  31,  AEP  did  not  quite  cover  its 
$2  annual  dividend.  Even  more  alarnw 
ing,  the  bulk  of  reported  earnings 
were  not  cash  earnings,  but  simply  a 
bookkeeping  entry— generally  ac- 
cepted in  the  utility  field— crediting 
the  company  with  an  allowance  for 
funds  used  during  construction. 

With  actual  cash  earnings  thus  low 
and  with  short-term  debt  standing  at 
a  sky-high  $534  million,  AEP  this 
year  had  to  sell  10  million  common 
shares  because  of  problems  in  in- 
creasing its  debt  load.  Dilution  com- 
pounded recession. 

Cook  concedes  all  this,  but  adds: 
"Our  cash  squeeze  is  a  thing  of  the 
past."  A  dividend  cut?  Cook  snaps 
back:  "It  is  not  conceivable  to  me 
that  I  would  fail  to  recommend  to  the 
board  that  the  common  dividend  be 
maintained  at  the  present  level." 

Basically,  Cook  explains,  AEP  got 
in  a  jam  because  it  was  expanding 
all-out  to  meet  the  needs  of  its  cus- 


tomers, and  suddenly  the  customers 
began  to  cut  back  on  their  power  de- 
mand. "For  the  first  time,"  he  says, 
"we  clearly  overestimated  the  de- 
mand of  the  economy  in  our  area. 
We  are  grinding  down  our  construc- 
tion program."  Two  plants  (three 
units)  have  been  cut  out,  eliminating 
at  least  $1  billion  in  capital  costs. 
Thus  AEP's  construction  budget,  al- 
most $700  million  in  1974  and  once 
budgeted  at  almost  $1  billion  in  1975, 
will  now  drop  near  1970's  $500-mil- 
lion  levels  for  the  next  23i  years. 

Speeding  Up 

The  big  push  is  to  complete  plants 
already  building.  A  unit  in  Ohio  will 
be  on  stream  in  July,  and  unit  No. 
One  of  AEP's  first  nuclear  plant  this 
fall.  As  these  and  other  projects  are 
finished,  they  will  be  shifted  for  rate 
purposes  from  under-construction  to 
in-operation  status.  "So  funds  cred- 
ited for  construction  will  be  a  rapidly 
diminishing  part  of  our  income  state- 
ment," says  Cook.  "There  will  be  sub- 
stituted real  hard  cash,  real  delightful 
earnings,  and  it's  on  the  way." 

By  1977  AEP's  construction  budget 
will  begin  a  drastic  decline;  by  that 
year's  end  the  company  will  be  able 
to  meet  all  its  capital  needs  from  in- 
ternally generated  funds— over  $200 


Piper  introduces  three  versions 
of  the  businessman's  best  friend. 

So  proven  and  reliable  is  the  Navajo  heritage,  over 
half  the  medium  twins  in  the  world  today  bear  this  proud 
name. 

Yet  none  have  brought  that  name  greater  honor  than 
these— the  spaciously  stretched  Navajo  Chieftain,  the 
eminently  practical  Navajo  C,  and  the  new  Navajo  C/R 
with  high  altitude  325  hp  engines,  with  counter-rotating 
propellers.  Variously,  they  carry  6  to  10  people,  at  speeds 
of  from  248  to  260  mph,  with  non-stop  range  from  1000 
to  more  than  1350  miles. 

What  they  have  in  common  are  some  uncommon 
qualities.  An  airframe  that's  proved  its  efficiency  in  over 
2,500,000  hours  of  flying  time.  Turbocharged  performance 
that  allows  them  to  fly  high  and  fast,  and  to  operate  from 
shorter  fields  than  most  aircraft  in  their  class.  As  well  as 
more  stretch-out,  move-around  comfort  than  their 
competitors. 

Despite  sharing  so  many  family  characteristics,  each 
of  these  Navajos  has  some  special  qualities  of  its  own. 
Qualities  that  will  help  you  decide  which  one  suits  your 
company's  needs.  Qualities  that  will  help  turn  the  one  you 
choose  into  the  best  friend  your  business  ever  had.  To  get 
the  whole  picture,  write  for  our  36-page 
brochure.  Piper  Aircraft  Corporation, 
Dept.  1A,  Lock  Haven,  Pa.  17745. 
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I;  ^^     million    in    depreciation, 

plus  earnings.  "Then 
coverage  will  be  a  mat- 
ter of  supreme  indiffer- 
ence," says  Cook,  "be- 
cause we  won't  be  sell- 
ing any  securities," 

Crucial    in    this    sce- 
nario   is    Cook's    battle 
(backed  by  a  $3.7-mil- 
lion  ad  campaign)   with 
the    Environmental    Pro- 
tection       Agency        to 
avoid  multimillion-dollar 
scrubbers     on     his     tall 
stacks;   Cook  prefers   to 
comply  with  the   Clean 
Air  Act  by  burning  clean 
fuel  with  a  monitoring  system.  Doing 
it  EPA's  way  (which  Cook  claims  is 
wrong    technologically)     could    cost 
AEP  as  much  as  $260  million  on  one 
plant  alone. 

It  is  also  crucial  that  rate  commis- 
sions provide  enough  relief  to  restore 
AEP's  financial  vigor.  Here  Cook  al- 
most rants  about  political  intrusion  in- 
to what  he  thinks  should  be  a  quasi- 
judicial  process.  For  example,  he  is 
suing  to  reverse  a  West  Virginia  re- 
fund ruling,  and  has  sued  in  Virginia 
because  he  feels  his  most  recent  rate 
relief  there  was  inadequate.  But  he 
says  the  situation  in  his  other  states 


Cook 
of  AEP 


is  improving— especially  Ohio,  which 
is  fast  becoming  the  best  rather  than 
the  worst  state  to  deal  with. 

Cook  makes  a  strong  pitch  that 
AEP  should  be  in  a  superior  position 
for  the  rest  of  the  decade:  "We  have 
carved  out  the  most  strategic  situation 
in  the  utility  industry  in  fuel  costs 
and  multiplicity  of  interconnections 
with  other  companies."  Over  the  last 
few  years  AEP  has  spent  $200  mil- 
lion developing  coal  production  and 
delivery  capabilities,  and  will  produce 
12  million  tons  in  1975. 

Though  consumption  in  his  15.8- 
million-kilowatt  system  grew  only  1.3% 
in  1974  and  is  down  over  4%  so  far 
in  1975,  Cook  runs  it  practically  flat 
out.  He  can  because,  thanks  to  cheap 
fuel  and  large  units,  his  costs  are  so 
low  (just  over  1  cent  per  KWH)  that 
he  can  sell  up  to  1.6  million  KWH 
daily  to  other  utilities,  whose  costs 
might  run  2  cents  per  KWH. 

It  is  not  merely  that  these  outside 
sales  ($1.5  million  in  a  recent  month) 
boost  current  earnings:  "While  there 
is  going  to  be  a  power  shortage  in  the 
U.S.,  there  will  not  be  a  power  short- 
age on  the  American  Electric  Power 
system.  When  the  growth  comes,  we 
will  take  that  power  away  from  out- 
siders and  use  it  for  our  own  grow- 
ing requirements." 


As  an  added  hedge,  Cook  has 
bought  and  paid  for  all  major  com- 
ponents of  a  new  plant,  with  ware- 
houses built  around  them.  He  claims 
that  when  utilities  do  finally  get  the 
money  and  reorder  the  198  million 
KW  of  capacity  they  have  postponed 
or  canceled,  delivery  dates  will  be  too 
late  to  avert  major  industrial  shut- 
downs, which  he  expects  to  begin  by 
1978  and  to  be  widespread  by  1980. 
In  contrast,  Cook  can  turn  to  his  pow- 
er reserve  and  "the  biggest  erector  set 
in  all  of  Christendom." 

But  by  then  Cook,  now  66,  will 
probably  no  longer  be  at  the  helm, 
since  he  plans  to  step  down  by  May 
1976.  "A  difficult  period  is  over,"  he 
concludes.  "Our  financial  problems 
are  behind  us." 

Are  they?  AEP  common  yields  over 
10%  precisely  because  current  cover- 
ages are  so  narrow.  To  come  out  all 
right,  everything  must  go  exactly  as 
Cook  forecasts.  There  are  no  margins 
for  unexpected  major  equipment 
breakdowns  or  unexpected  setbacks 
with  rate  regulators  or  the  courts. 

In  short,  AEP's  high  yield  is  a  re- 
ward for  those  200,000  shareholders 
who  are  betting  Cook  can  tough  out 
the  next  few  months  without  sur- 
prises in  the  most  surprising  economic 
climate  in  our  history.  ■ 
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s  for  you  around  the  clock 
and  around  the  world? 


Wedo  Banket  America.  I  oday,  when  worldwide  money 
i inn  k(  t  i  cmd  exchange  rates  change  rapidly,  the  ability  to 
make  on  the-spot  decisions  quickly  is  more  vital  than 
ever.  I  hats  why  our  famous  man-on-the-spot'  service  never 
takes  time  out  from  attending  to  your  worldwide  banking 
needs.  By  providing  up-to-the-minute  financial  insights  and 
-i  timely  variety  of  services,  we  can  help  you  make  quick 
adjustments  throughout  the  world.  Before  it's  too  late. 


From  cash  management  to  project  financing;  impor 
export  to  equipment  leasing;  merchant  banking  to  fon 
exchange  —  our  experts  are  always  on  hand  to  serve  you 
interests,  wherever  in  the  world  those  interests  lie.  And  fa 
serve  them  swiftly.  Capably.  And  completely. 

So  if  you  want  to  know  what  makes  worldwide  busir 
really  tick,  remember  us.  We're  the  bank  who  works  arour 
the  clock  —  to  keep  you  one  step  ahead  of  the  times. 
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After  years  of  branching  out,  Clark  Equipment  is 
planning  to  cut  back.  The  company  has  a  problem 
—but  a  high-class  problem. 

Bert  E.  Phillips,  56,  Clark  Equip- 
ment Co.'s  new  (since  1973)  chief 
executive  and  longtime  president,  has 
a  magnificent  office  in  the  plush  new 
multimillion-dollar  company  head- 
quarters in  Buchanan,  Mich.  But  his 
favorite  room  is  a  small,  windowless 
chamber  nearby,  which  he  calls  his 
"war  room."  Two  walls  display  charts 
like  those  in  annual  reports  (return 
on  equity  1965  to  1974— average 
15.9%;  growth  in  sales  1965  to  1974- 
$423  million  to  $1.4  billion).  An- 
other wall  holds  a  giant  map  of  the 
world,  and  the  fourth  houses  an  eight- 
foot-wide  display  screen.  With  the 
flick  of  a  wrist,  Phillips  can  flash 
slides  that  compare  his  company's 
performance  with  those  of  its  com- 
petitors—Caterpillar Tractor,  John 
Deere,  Hyster,  among  others— or  a 
noncompetitor,  Texas  Instruments. 

Yes,  Texas  Instruments.  Clark's  per- 
formance matches  TI's  almost  exact- 
ly, Phillips  ruefully  points  out— except 
for  the  stock  prices.  TI  sells  at  a 
price/ earnings  ratio  of  61;  Clark  at  8. 
There's  another  difference,  one  Phil- 
lips doesn't  point  out:  TI's  debt/ 
equity  ratio  is  .13;  Clark's  is  .62. 

Since  the  end  of  1972,  Clark's  long- 
term  debt  has  more  than  tripled,  from 
$76  million  to  $237  million  last  De- 
cember, to  finance  increasingly  heavy 
capital  spending.  The  money  has 
been  put  to  good  use,  with  return  on 
total  capital  averaging  12.1%  since 
1972.  And  last  year,  before  adjusting 
for  a  switch  to  last-in-first-out  ac- 
counting, Clark's  ordinary  income 
amounted  to  a  record  $5.15  a  share— 
19.8%  on  equity.  This  year  started 
out  well  in  spite  of  the  recession: 
first-quarter  earnings  of  94  cents  a 
share  vs.  80  cents.  For  the  rest  of  the 
year,  Clark  should  stay  well  ahead  of 
the  general  economy. 

Even  so,  Clark  hasn't  been  able  to 
generate  capital  fast  enough  to  keep 
capacity  up  to  demand  in  the  heavy 
machinery  business.  Hence  the  heavy 
borrowing. 

Clark  has  just  completed  a  new- 
transmission  plant  in  Rockingham, 
N.C.    and   a   new  lift-truck   plant   in 

orgetown,  Ky.,  as  well  as  major  ex- 
pansions   in    Michigan    and   overseas. 

w  it  is  looking  for  a  site  some- 
where in  the  mid-South  for  a  new 
axle  plant,  and  it's  already  committed 
to  a  new  plant  and  headquarters  for 
the   Melroe  division    (front-end  load- 


ers) in  Alabama.  To  do  it  all,  Clark 
must  spend  some  $80  million  in  1975 
-11%  more  than  the  $72  million  it 
spent  in  1974.  Even  with  a  good  year 
in  1975,  however,  Clark  will  most 
likely  have  a  gap  between  net  cash 
flow  and  capital  spending— perhaps 
as  much  as  $10  million. 

Imprudent?  Not  the  way  Phillips 
sees  it.  When  your  market  is  growing, 
you  simply  have  to  grow  with  it. 
Clark,  which  used  to  make  just  axles 
and  transmissions  and  then  moved  in- 
to industrial  lift  trucks,  now  also  sells 
heavy  construction  and  mining  equip- 
ment. Compared  with  its  competitors 
in  this  still-flourishing  field,  it  has  the 
advantages  of  size,  good  engineering, 
and  a  strong  overseas  presence, 
though  it  is  still  overshadowed  by 
Caterpillar. 

Blood  From  A  Stone 

The  fact  is  that  Clark  could  do 
with  more  equity  capital  than  it  has 
and  more  than  it  can  generate  out 
of  earnings.  An  offering  of  common 
stock,  however,  wouldn't  make  sense 
at  this  time:  Clark  common  sells  for 
only  a  small  premium  over  book  val- 
ue and  not  much  more  than  eight 
times  1974  earnings.  As  for  debt, 
Clark  went  to  the  well  for  $100  mil- 
lion in  A-rated  bonds  last  December, 
paying  better  than  9%  on  average;  its 
AA-rated  competitor  Caterpillar 
(debt/equity  ratio  .46)  is  paying  only 
about  8.5%  on  $200  million  floated  last 
November.  Understandably,  Phillips 
would  like  to  avoid  visiting  the  debt 
market  for  a  while. 

So,  how  does  he  finance  his 
growth?  He  is  taking  a  painful  look 
at  his  business  for  areas  to  scale  back. 
"We  are,"  he  says,  a  little  sadly,  "go- 
ing to  have  to  give  up  some  things." 

During  the  Sixties,  his  able  pre- 
decessor, Walter  E.  Schirmer,  who  is 
still  chairman  of  the  board,  made  nu- 
merous acquisitions.  Some  of  them  no 
longer  look  as  good  as  when  they 
were  made,  although  almost  all  are 
now  producing  profits.  Says  Phillips: 


"If  Schirmer  were  here  now  in  my 
position  he'd  probably  be  doing  what 
I'm  doing,  and  if  I'd  been  there  I'd 
have  done  what  he  did." 

Phillips  hopes  to  squeeze  $100  mil- 
lion out  of  divestitures  and  out  of 
tighter  use  of  capital  over  the  next 
two  years.  The  for-sale  sign  has  al- 
ready gone  up  on  Clark's  truck-trail- 
er business.  The  ailing  domestic  busi- 
ness went  last  year  for  $25  million; 
the  price  on  the  rest  is  $25  million. 
Another  possibility  is  the  refrigeration 
and  food  service  equipment  division. 
"It's  not  on  the  block,"  says  Phillips, 
"but  if  someone  came  to  us  with  an 
offer.  .  .  ."  He  is  determined  to 
squeeze  additional  millions  out  of  in- 
ventories, which  soared  last  year  from 
$374  million  to  $464  million. 

Phillips  is  not  entirely  happy  about 
letting  some  of  these  opportunities 
go,  but  he  recognizes  that  a  compa- 
ny that  was  a  small  company  a  scant 
decade  ago  cannot  do  everything. 
Above  all,  he  doesn't  want  to  miss  the 
opportunities  he  sees  in  mining  equip- 
ment. Whatever  the  outcome  of  strip- 
mining  legislation,  miners  will  have 
to  put  back  a  lot  more  of  what  they 
remove,  using  more  equipment  to  do 
so.  "Besides,"  adds  Phillips,  "legisla- 
tion seems  designed  to  favor  the  small 
producer,  and  that's  the  one  we're 
selling  to." 

Clark  is  also  ready  to  benefit  from 
the  Government's  burgeoning  com- 
mitment to  new  water-pollution  con- 
trol systems— a  commitment  amount- 
ing to  $18  billion.  The  war-room 
strategists  are  watching  the  Govern- 
ment's moves  closely.  Nor  would  Phil- 
lips want  to  miss  from  lack  of  capacity 
or  lack  of  money  any  bets  in  the  Mid- 
dle East.  "Look  at  Saudi  Arabia,"  he 
says.  "Eight  thousand  miles  of  high- 
ways on  the  new  program,  a  big  fer- 
tilizer plant,  wells,  dams.  .  .  ." 

In  short,  Clark's  problem  is  not  so 
much  a  shortage  of  money  as  it  is  a 
surplus  of  opportunities.  Half  smiling, 
half  wincing,  Bert  Phillips  says: 
"We've  got  a  tiger  by  the  tail."  ■ 
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The  Money  Men 

"Rules  Is  Made  When 
Brains  Has  Run  Out" 


Is  Jim  Walter  a  company  or  is  it  a 
man?  It's  a  company  that  is  the  ex- 
tension of  one  man's  brains  and  drive. 
Jim  Walter  Corp.  is  in  building  ma- 
terials simply  because  founder  Jim 
Walter,  tall  and  lean  at  52,  thought 
that  was  a  good  business.  It  has  be- 
come big  in  coal  because  Jim  Wal- 
ter was  one  of  those  lucky  people. 
In  building  materials,  a  low-margin 
business,  Jim  Walter  is  extraordinari- 
ly diversified  and  profitable:  Over  the 
past  five  years  its  return  on  equity 
has  averaged  20%  or  better.  Again, 
because  of  Jim  Walter. 

Thirty  years  ago  Jim  Walter  was  a 
truck  driver.  Twenty  years  ago,  he 
presided  over  a  company  with  sales 
of  $1.2  million.  Today  he  runs  a  $1.3- 
billion  company  and  owns  stock  worth 
upwards  of  $18  million. 

Jim  Walter  favors  silk  slacks,  loud 
ties  and  sports  coats.  Not  surprisingly, 
his  high-paid  executives,  too,  dress 
like  Florida  tourists.  Walter  is  a  'lark 
not  an  [night]  owl."  He  gets  to  work 
at  7:15  a.m.;  his  executives  troop  in 
dutifully  about  15  minutes  later.  A 
favorite  "night  owl"  story  concerns 
the  evening  Walter's  aides  secured 
him  a  front-row  table  in  a  Las  Vegas 
nightspot.  But  it  was  late,  and  as 
bare-breasted  dancers  bounced  and 
the  orchestra  blared,  Jim  Walter, 
stone  sober,  fell  sound  asleep. 

Frank  Pizzitola  was  president  of 
Jim  Walter  from  1970  to  1973.  He 
quit  abruptly  in  1973  and  is  now  a 
general  partner  at  Lazard  Freres.  Piz- 
zitola won't  say  why  he  quit,  but  he 
still  admires  his  former  boss.  "Jim 
Walter,"  says  Pizzitola,  "hasn't  much 
formal  education,  but  he  has  shrewd 
instincts. 

"Look  at  it  this  way:  I'm  a  Har- 
vard MBA,  but  Jim  Walter  is  a 
multimillionaire. 

"He  makes  the  right  moves  at  the 
right  times.  When  he  was  all  into  shell 
homes,  they  scoffed  at  him.  When  he 
bought  Celotex,  they  questioned  the 
move.  But  look  at  his  track  record:  a 
real  money-maker  in  the  troubled 
building  materials  industry." 

Jim  Walter,  born  in  Delaware, 
began  his  business  career  in  1945 
trucking  oranges  and  grapefruits  from 
Florida  to  New  York  for  $50  a  week. 
That  was  the  only  job  open  to  him. 
He  was  23,  just  married  and  only  a 
high    school    graduate    fresh    out    of 


the  Navy.  He  borrowed  from  his 
father  and  bought  an  $895  "unfin-^ 
ished"  home.  Three  days  later,  a  pass- 
erby offered  him  $1,200,  so  he  sold 
that  one  and  started  building  "shells." 
On  the  company's  first  day  of  opera- 
tion, it  sold  27  shells  for  around  $1,000 
each— all  cash. 

It  took  Walter  and  his  two  part- 
ners nine  years  to  get  big  enough  and 
successful  enough  to  go  public.  Even 
then,  in  1955,  the  company's  capital 
was  only  $420,000.  By  then  Walter 
owned  70%  of  the  stock,  and  his  two 
partners,  James  O.  Alston,  now  vice 
chairman,  and  his  brother-in-law,  Ar- 
nold Saraw,  now  a  senior  vice  presi- 
dent and  a  director,  each  had  15%. 

The  shell-home  business  became 
one  of  the  great  "concepts,"  and  by 
the  early  Sixties  there  were  more  than 
200  builders  in  the  field.  Walter  be- 
lieves he  is  the  only  one  of  the  origi- 
nal group  who  made  it  into  the  Sev- 
enties at  all.  Why  did  Walter  make 
it  big  when  all  of  his  shell-home  rivals 
went  under? 

"I  made  all  my  mistakes  when  we 
were  small,"  he  says.  The  imitators, 
he  says,  jumped  in  with  public  mon- 
ey, not  their  own,  and  repeated  his 
mistakes  on  a  bigger  scale.  Like  being 
too  easy  with  credit. 

Selling  shell  homes  is  a  credit  busi- 
ness. The  buyer  pays  for  a  piece  of 
land  and  the  shell-home  builder  lends 
him  the  entire  cost  of  the  shell.  Walt- 
er, whose  father  lost  a  fortune  de- 
veloping land  in  Florida  in  the  late 
1920s,  has  always  been  leery  about 
counting  I.O.U.s  as  money.  "We 
haven't  really  sold  a  house  until  the 
day  we  get  our  last  payment,"  is  one 
of  his  mottoes.  Not  surprisingly,  the 
company  has  a  reputation  for  being 
rough  on  delinquents.  After  ten  days 
the  first  dunning  notice  goes  out;  30 
days  later  the  repossession  proceed- 
ings start. 

Although  holding  someone  else's 
I.O.U.  makes  him  nervous,  he's  not 
afraid  of  borrowing  himself.  In  fact, 
Jim  Walter  is  one  of  the  country's 
most  skillful  borrowers.  At  one 
point,  with  both  the  equity  and  long- 
term  bond  markets  virtually  closed 
down,  Walter  soft-talked  his  bankers 
into  letting  him  carry  well  over  a  half- 
billion  dollars  in  short-term  debt. 
This  was  quite  a  load  considering  that 
the  company  had  barely  $250  million 


Walter  of  jim  Walter 


in  equity  capital.  "I've  devoted  a 
large  part  of  my  time  associating  with 
people  who  have  the  capability  of 
helping  us  get  money— banks,  invest- 
ment bankers,"  Walter  says,  "and  I've 
always  sold  myself  along  with  the 
company."  But  bankers  don't  lend 
money  to  people  simply  because  they 
like  them,  do  they?  Walter  nods,  puff-, 
ing  on  one  of  his  frequent  cigars, 
(seven  a  day).  "Never  surprise  your 
banks,"  he  answers.  "They'll  move 
fast  for  you  if  you  have  a  reputation 
as  a  man  who  has  honored  his  com- 
mitments and  as  a  man  who  acts  on 
good  information  for  good  business- 
men's risks." 

Thinking  back  on  his  career,  Jim 
Walter  comes  to  what  is,  for  a  modem 
American,  a  rather  unusual  conclu- 
sion. He  is  not  at  all  sorry  he  didn't 
go  to  college.  He  says,  only  half  jok- 
ing, that  his  greatest  asset  is  some- 
thing he  can't  give  his  children:  the 
experience  of  childhood  poverty.  "It 
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gave  me  my  drive,"  he  says.  "In  some 
ways,  I'm  sorry  my  two  sons  went  to 
college.  They  got  a  lot  of  liberal  think- 
ing." For  instance,  Walter  complains 
that  both  his  sons  have  long  hair 
now.  He  also  is  unhappy  that  they 
don't  show  an  interest  in  his  business. 
The  oldest,  Jimmy  Jr.,  the  University 
of  North  Carolina,  1969,  has  his  own 
businesses  in  Tampa,  Fla.  building 
solar-heating  and  cooling  systems. 
The  younger,  Robert,  26,  is  in  the 
University  of  Florida  law  school.  As 
Frank  Pizzitola  said,  a  college  educa- 
tion can  get  you  a  good  job;  it  doesn't 
make  you  a  multimillionaire. 

Walter  suspects  that  higher  educa- 
tion, in  broadening  people,  also  con- 
fuses them.  "Too  many  educated  peo- 
ple sit  around  wasting  their  minds 
worrying  over  things  that  they  can't 
do  anything  about. 

"Everyday  of  my  life  this  is  what 
I  preach:  Put  all  your  energy  into 
things  you  can  do  something  about, 
and  don't  chew  your  finger  nails  over 
things  you  can't  do  a  doggone  thing 
about.  I  have  a  strike  in  Canada  right 
now  that  I  have  no  control  over.  But, 


I'm  not  gnawing  my  fingers  about  it. 

"It's  like  you  got  a  wart  on  your 
nose.  You  got  two  choices:  Be  happy 
with  it  or  go  get  it  cut  off.  But  don't 
sit  around  and  worry  about  it.  There 
ain't  no  way  to  worry  it  off— that's 
for  sure." 

A  don't- worry-if-you-can't-change- 
it  attitude  helped  Walter  resolve  ar- 
guments that  might  have  dissuaded 
him  from  going  ahead  with  the  com- 
pany's coal  projects 

In  1969,  he  bought  for  the  com- 
pany U.S.  Pipe  &  Foundry,  with  160 
million  tons  of  coal  reserves,  paying 
little  for  the  coal  because  it  was  ex- 
pensive to  mine  and  uneconomical  at 
the  prices  then  prevailing.  With  no 
one  to  persuade  but  himself,  Walter 
went  ahead.  When  the  price  of  coal 
took  off  in  1974,  jumping  from  around 
$18  a  ton  to  $55  a  ton,  Walter  did  not 
pussyfoot  around  waiting  for  econo- 
mists to  tell  him  that  the  price  was 
going  to  stay  up.  He  persuaded  his 
bankers  to  lend  short-term  money, 
and  used  it  to  develop  his  reserves. 
Bankers  don't  ordinarily  lend  short 
term   for   digging   long-term   holes   in 


the  ground,  but  the  stock  market  was 
flat  on  its  back  at  the  time  and  so  was 
the  bond  market.  Walter  was  unwill- 
ing to  wait  for  market  conditions  to 
change.  He  wanted  to  get  his  coal 
as  quickly  as  possible. 

Where  would  he  have  been  if  coal 
prices  had  collapsed— sitting  with  all 
that  short-term  debt?  "If  you  worry 
about  things  like  that,"  he  says,  "you 
better  get  out  of  business  because 
you'll  never  get  anything  done."  Once 
his  gut  told  him  that  coal  was  a  good 
investment,  there  was  no  way  that 
theoretical  arguments  about  the  risks 
could  move  him. 

His  entrepreneurial  impatience  paid 
off.  In  the  fiscal  year  ending  this 
August,  the  coal  mines  will  already 
be  contributing  about  50  cents  a 
share  after  taxes  to  Jim  Walter's  earn- 
ings. Walter  talks  enthusiastically 
about  company  earnings  from  coal 
hitting  $4  a  share  by  1980— as  much 
as  the  whole  company  probably  will 
earn  this  year. 

Jim  Walter  may  operate  on  intu- 
ition, but  when  he  moves,  he  moves 
carefully.  He  didn't  develop  his  first 
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. . .  One-step  diversified  investment  in 
high  quality  money  market  obligations. 

Dreyfus  Money  Market  Instruments,  Inc.  is  a  simple  way  to  invest 
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5  points  of  interest  about 
Dreyfus  Money  Market  Instruments,  Inc.: 

1.  Only  $1,000  required  to  open  an  account  and  $500 
or  more  for  each  additional  investment. 

2.  Invests  only  in  high  quality  money  market  obliga- 
tions including  bank  certificates  of  deposit,  U.S. 
Government  securities,  bankers'  acceptances,  and 
high  grade  commercial  paper  all  with  maturities  of 
less  than  one  year. 

3.  Dividends  declared  daily  and  paid  monthly. 

4.  Written  confirmations  and  monthly  statements  pro- 
vided to  institutions  for  each  sub-account. 

5.  Redemption  may  be  made  by  telegraph,  letter  or  by 
a  special  redemption  check  and  fo.°  certain  finan- 
cial institutions,  by  telephone. 

investment  advisor  for  the  fund:       Irving  Trust  Co. 

custodian  for  the  fund:  The  Bank  of  New  York 

administrator  for  the  fund:         Dreyfus  Sales  Corp. 

For  a  copy  of  the  prospectus,  call  collect  (212)  935- 
6621  anytime  during  the  week  from  9  A.M.  to  5  P.M. 
Or  use  the  coupon. 
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A  lot  of 
copiers  have  a  lot 

of  features 
you  may  not 
even  need. 
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3M  copiers 
give  you  options. 

Choose  what  you 

need  and  that's 

all  you  pay  for. 


These  days,  you  don't  want  to  pay  for  a  lot  of  copier 
features  you  really  don't  need.  That's  why  3M  gives 
you  options -with  the  biggest  choice  of  copiers  in 
the  business.  You  can  choose  copiers  with  the  features 
you  need.  And  that's  all  you  pay  for. 

□  3M's  newest  desk-top  copier  makes  copies  so 
good  -  yet  costs  so  little  -  it's  a  bargain!  D  3M's 
high-speed  desk-top  copier  is  yours  at  a  desk-top 
copier  price!  Yet  it  works  just  as  fast  as  more 
expensive  big  machines!  □  Want  2-sided  copying 
in  a  desk-top  copier?  3M  has  it-  at  a  desk- 
top copier  price!  □  3M's  plain  paper  high 


speed  copier  saves  you  money  by  saving  time.  It 
delivers  three  copies  before  most  other  copiers  even 
deliver  one!  □  3M's  high-speed  reduction  copier  is 
the  fastest  and  easiest  to  use  in  the  business. 
It  simplifies  handling  and  filing . . .  saves  paper 
and  postage. 

Before  anyone  talks  you  into  choosing  his 

copier  -  and  charges  you  for  features  you 

may  not  even  need  —  take  your  options.  Talk 

to  3M  about  a  whole  line  of  copiers.  Then, 

^hoose  the  copier  that  fits  your  needs. 

And  forget  about  paying  for  features 
that  don't.  
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two  coal  mines  until  he  had  in  his 
pocket  a  contract  from  Alabama  Pow- 
er for  all  of  the  initial  output.  He 
has  two  more  mines  under  con- 
struction, and  the  output  has  already 
been  sold  to  a  group  of  Japanese 
steel  companies. 

Walter  was  not  unaware  that  Jap- 
anese customers  have  a  way  of  scal- 
ing back  agreed-to  deliveries  if  their 
business  drops  off.  To  tie  his  custom- 
ers more  tightly  to  him,  Walter  got 
the  Japanese  steel  companies  to  match 
his  $40-million  investment  with  a 
$40-million  loan  of  their  own.  "I  ex- 
plained," Walter  says  tactfully,  "that 
in  case  they  find  it  difficult  to  use 
the  coal  they  contracted  for,  they 
would  have  a  stronger  inclination  to 
take  ours  than  someone  else's.  If  their 
boat  is  going  to  go  anywhere,  I  want 
it  to  go  to  our  dock." 

As  Jim  Walter  Corp.  grew— it  passed 
$100  million  in  1963,  $500  million 
five  years  later  and  the  $l-billion 
mark  in  1973— the  skeptics  won- 
dered whether  the  founder's  style 
would  still  work  now  that  he  was 
running  a  huge  company  and  not  a 
little  family  business.  But  the  com- 
pany kept  right  on  prospering,  again 
because  of  Jim  Walter.  On  that  sub- 
ject, Jim  Walter  has  another  story: 

"Years  ago,  when  we  were  just  in 
shell  homes  and  very  small,  we  were 
being  sued,  and  I  was  on  the  stand. 
The  other  side's  lawyer  asked  me 
about  something  and  I  said  I  don't 
know  nothing  about  that. 

"The  lawyer,  said,  'Mr.  Walter, 
what  is  your  job?'  I  said,  'President.' 
He  said,  'Then,  that  is  something  you 
have  to  know  about.' 

"I  never  forgot  that.  It  taught  me 
that  the  buck  stops  right  here,  with 
me.  That's  the  real  pressure  part  of 
my  job." 

With  this  lesson  in  mind,  Walter 
keeps  an  almost  Harold  Geneen-like 
grip  on  all  aspects  of  the  operation. 
He  is  constantly  talking  to  his  top 
brass,  with  questions  about  trends, 
sales,  earnings  and  prices.  Like  many 
self-made  men,  he  has  a  remarkable 
head  for  figures,  claiming  he  can  re- 
member a  telephone  number  six  years 
after  he  heard  it  only  once. 

To  help  him  watch  the  nontele- 
phone  numbers,  Walter  relies  on  Joe 
Cordell,  a  48-year-old  certified  pub- 
lic accountant,  who  is  the  company's 
president  and  chief  operating  officer. 
Though  the  company  has  six  group 
vice  presidents,  each  of  whom  runs 
hundreds  of  millions  of  dollars  worth 
of  business,  no  one  of  them  can  spend 


over  $100,000  without  a  specific  okay 
both  from  Walter  and  from  Cordell. 
Cordell,  who  joined  Walter  in  1958 
when  sales  were  $1  million,  likes  to 
repeat  his  chairman's  homey  sayings. 
Sample:  "Rules  is  made  when  brains 
has  run  out." 

Of  his  boss,  Cordell  says:  "He's  a 
tough  taskmaster.  When  he  wants  a 
job  done,  he  wants  it  done.  He  stays 
on  your  back  until  it  is  done."  Senior 
Vice  President  Arthur  Lautz  re- 
members Walter's  final  instructions 
when  he  hired  him  away  from  Mu- 
tual Benefit  Life  in  1964:  "Live  some- 
where five  minutes  from  the  airport, 
five  minutes  from  the  office  and  five 
minutes  from  my  home." 

Cordell  says:  "We  like  people  who 
will  run  when  we  put  a  carrot  in 
front  of  them,  not  those  we  have  to 
kick  in  the  pants."  The  carrots  are 
bonuses  which  make  his  top  execu- 
tives more  highly  paid  than  others  in 
the  industry. 

Doesn't  this  tight  control  from  the 
top  slow  things  down?  Not  at  all,  says 
Walter.  "We  have  a  firm  rule.  We 
don't  jawbone  a  proposal  to  death. 
If  they  get  all  the  information  togeth- 
er for,  say,  a  new  plant,  we  act  fast. 
To  take  more  than  a  few  days  is  rare. 
I  see  what  is  happening  in  so  many 


of  these  giant  businesses,  and  it  is  not 
going  to  happen  here.  They  can't 
move;  it  takes  forever  to  get  any- 
thing done." 

William  H.  Herbert,  the  senior  vice 
president  who  runs  Celotex  for  Walt- 
er, says  there  is  a  world  of  difference 
between  reporting  to  Walter  and  re- 
porting to  his  bosses  at  the  big  chemi- 
cal comjoany  where  he  previously 
worked.  "Because  they  didn't  under- 
stand the  building  materials  business, 
the  corporate  types  were  generally 
slow  on  making  decisions.  And  they 
didn't  ask  the  right  questions.  Here 
we  get  both:  the  right  questions  and 
fast  answers." 

Like  many  other  self-made  men, 
Jim  Walter  likes  to  fall  back  on  folk 
sayings  to  explain  his  management 
style.  Ask  him  how  come  he  was  able 
to  get  out  of  the  mobile-home  disaster 
with  his  skin  and  he  tells  a  story. 

"There  was  this  fellow  I  used  to 
know  who  was  so  poor  and  so  proud 
that  he  kept  his  car  windows  up  on 
hot  days  so  that  people  wouldn't  know 
that  he  didn't  have  air-conditioning." 

And  not  just  in  mobile  homes  did 
Walter  know  when  to  stop  taking  the 
heat.  The  Walter  company  went  into 
land  development  when  it  was  fash- 
ionable, and  got  out  before  the  busi- 
ness became  unfashionable. 

For  fiscal  1975,  ending  in  August. 
the  company  should  earn  close  to  $4 
a  share,  a  12%  increase  over  last  year. 
This  is  down  a  bit  from  the  18% 
growth  rate  Jim  Walter  enjoyed  over 
the  last  five  years,  showing  the  impact 
of  drastically  slowed  construction  on 
the  earnings  contributed  by  the  build- 
ing materials  division.  But,  when  you 
are  selling  coal  during  an  energy  cri- 
sis and  sugar  during  a  world-wide 
sugar  shortage,  you  aren't  hurting  too 
badly.  With  the  same  luck  that  has 
always  followed  Walter,  there  is  also 
an  REIT,  which,  contrary  to  the  in- 
dustry trend,  has  only  17%  of  its  loans 
not  current. 

The  only  way  to  put  it  is:  Walter 
is  the  company,  and  the  compam  is 
Walter.  "The  company  gives  me  a 
reason  to  get  up  early  every  morn  in 
he  says.  "I  couldn't  play  golf  or  go 
hunting  every  day.  The  compan)  is 
my  life." 

"Jim  Walter  is  a  company  In  flux," 
says  ex-president  Pizzitola,  "and  it 
will  be  as  long  as  he  is  there."  Bui 
creative  flux,  Pizzitola  might  have 
added,  the  kind  that  gets  things  done 
the  kind  of  flux  that  is  not  a  gub 
stitute  for  organization  but  is  luperioi 
to  it.   ■ 
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The  uncommon  luxury  can 


In  a  world  that  frequently  rewards  conformity,  a  world 
filled  with  lowest-common  denominators.  Jaguars  have 
always  been  strikingly  individual  cars.  It  has  been 
Jaguar's  philosophy  to  set  automotive  trends  rather 
than  to  follow  them. 

The  present  Jaguar  XJ  Series  luxury  sedans  sum 
up  this  legendary  Jaguar  way  of  doing  things.  There 
are  two  XJs.  the  XJ6  and  the  XJ  1 2. 

Both  XJs  share  an  uncommon  degree  of  luxury. 
For  example,  the  dashboard  of  every  XJ  Series  Jaguar 
is  cut  from  one  piece  of  burled  Belgian  walnut.  The 
grain  is  matched  by  hand  and  the  wood  is  finished  by 
hand.  The  air-conditioning  system  allows  you  to  set 
your  preferred  temperature  once,  after  which  it  regu- 
lates itself,  regardless  of  time  or  season. 

And  both  XJs  move  and  handle  with  that  uncom- 
mon blending  of  quiet  comfort  and  sports  car  response 
that  is  unique  to  Jaguar.  This  is  because  all  four  wheels 
have  independent  suspension  and  power  disc  brakes. 
And  because  Jaguars  steer  with  a  race-inspired  and 


very  precise  rack  and  pinion  system. 

The  only  difference  is  under  the  hood.  And  there 
you  may  choose  between  two  uncommon  power-plants. 

In  the  XJ6,  you  have  one  of  the  most  famous 
engines  of  all  time,  the  Jaguar  twin-overhead  cam  six. 
The  XJ  1 2  is  the  world's  only  production  V- 1 2  pow- 
ered sedan.  However,  this  aluminum-alloy  engine  is 
not  oversized;  its  displacement  is  326  cubic  inches  as 
compared  to  luxury  V-8s  which  displace  up  to  500 
cubic  inches. 

Uncommon?  We  are  proud  to  be  able  to  say  it. 

Drive  the  very  individual  Jaguar  XJs.  For  the 
name  of  the  dealer  nearest  you,  call  these  numbers  toll- 
free:  (800)  447-4700,  or,  in  Illinois,  (800)  322-4400. 


Jaguar 
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J  I  Case  is  the 

tractor  specialist,  from 

garden  machines  to  big 

4-wheel  drive  units  for 

large  modern  farms. 


Today,  natural  gas  is  prized  as  the  cleant 
form  of  energy.  Tenneco  is  searching 
from  the  Gulf  to  the  Arctic  Circle  for  new 
sources  for  its  pipeline  customers. 


Materials  from 
Tenneco 

Chemicals  go  into 
many  of  the 
plastics  in  your 
life,  from  phono- 
graph records  to 
footwear. 
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Tenneco  gasoline  stations  serve 
motorists  in  the  South  and  Southeast. 
We  also  supply  fuels  and  heating  oil 
through  distributors  along  the 
Atlantic  seaboard. 
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All  the  Navy's  giant  nuclear-powered 
aircraft  carriers  have  been  built  at 
our  Newport  News  Shipbuilding.  ' 


The  Sun  Giant"  brand  name  means 
premium  quality  fruits  and  vegetables 
for  your  table. 


Some  of  the  most  famous  products  you 
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of  America  packages.  PCA  supplies  cartons 
and  containers  for  over  300  of  the  top   | 
500  companies  in  the  country. 
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Our  Walker  Manufacturing  not  onl 

makes  original  and  replacement  exhau< 

systems  but  also  lifting  devices  and  filter: 
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What's  aTenneco? 


TENNECO  IS  A  J  I  CASE  TRACTOR. 

Our  J I  Case  construction  and  agricultural 
machinery  division,  which  includes  David 
Brown,  Davis  and  Drott,  is  hard  at  work 
around  the  world  helping  to  house  and  feed 
the  world's  population.  With  its  full  line 
of  digging,  trenching  and  excavating 
equipment,  Case  digs  more  holes  than 
anybody  inearth. 

TENNECO  IS  A  WALKER  EXHAUST  SYSTEM. 

Our  Walker  Manufacturing  not  only  makes 
original  and  replacement  exhaust  systems 
but  also  makes  lifting  devices  and  filters. 
These  are  available  through  1 50,000  inde- 
pendent garages  and  service  stations 
around  the  country. 

TENNECO  IS  A  PACKAGING  CORPORATION  CARTON. 

There's  a  Tenneco  package  in  your  pantry! 
Our  Packaging  Corporation  of  America  not 
only  makes  cartons;  it  also  makes  corrugated 
shipping  containers  (which  are  80%  of  its 
business)  as  well  as  molded  pulp  products. 
And  we  custom  design  shipping  containers 
and  cartons  for  leading  manufacturers. 

TENNECO  IS  PLASTICS. 

Tenneco  Chemicals  is  the  country's  largest 
supplier  of  plastics  to  the  record  industry.  We 
are  also  a  leading  supplier  of  colorants  for 
paints  and  plastics  and  of  urethane  foam  for 
furniture  and  fashions. 


TENNECO  IS  A  BOWL  OF  SUN  GIANT®  FRUIT. 

Premium  quality  Sun  Giant®  fruits  and 
vegetables,  almonds,  dates  and  raisins  come 
to  your  store  from  Tenneco's  agricultural 
division.  Our  agricultural  marketing  company 
represents  3,000  independent  growers  in 
the  great  farming  valleys  of  the  West. 

TENNECO  IS  A  TANK  OF  GASOLINE. 

Modern  refining  operations  of  Tenneco  Oil 
turn  out  gasoline  and  home  heating  oil.  These 
are  backed  up  by  a  worldwide  exploration 
program  to  help  meet  your  future  needs,  and 
we're  doing  most  of  the  searching  on  our 
own  continent— in  the  Gulf  of  Mexico  and 
North  America. 

TENNECO  IS  NATURAL  GAS. 

There's  a  good  chance  some  of  the  natural 
gas  you  cook  with  comes  through  our 
1 5,737-mile  pipeline  system,  the  biggest  in 
the  U.S.  We  serve  the  utilities  which  serve 
25  states. 

TENNECO  IS  A  SHIP. 

Our  Newport  News  Shipbuilding  isexpanding 
and  will  soon  start  construction  on  large 
commercial  ships,  including  giant  carriers 
for  importing  liquefied  natural  gas. 

That's  Tenneco— a  force  for  progress  in  our 
nation's  life. 

Tenneco  Inc.,  Houston,  Texas  77001 . 
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Uncle  Sam  Can  Bail  Out 

New  York,  But  Who  Will 

Bail  Out  Uncle  Sam? 

LBJ  yawned  when  Ike  preached 

balanced  budgets,  but  LBJ's 

fellow  populists  aren't  yawning  now. 


If  New  York  City's  Mayor  Abraham 
Beame  had  a  literary  bent,  he  might 
appeal  to  coldhearted  legislators  and 
federal  moneymen  by  paraphrasing 
John  Donne:  Ask  not  for  whom  the 
fiscal  bells  toll;  they  toll  for  all  Ameri- 
can politicians,  everywhere. 

New  York  City  is,  in  effect,  in  re- 
ceivership. Much  of  its  finances  have 
just  been  taken  over  by  a  state-con- 
trolled Municipal  Assistance  Corp.  Its 
politicians  were  not  strong  enough  to 
resist  ridiculous  union  demands,  and 
they  paid  for  racial  peace  with  wel- 
fare largesse.  Twenty  years  ago  it 
cost  $1.7  billion  to  run  New  York 
City.  This  year  it  will  cost  $12  bil- 
lion. In  today's  dollars,  the  per-capita 
cost  of  city  government  has  risen  from 
$380  to  $1,500. 

Oh  well,  you  say,  that's  New  York. 
A  crazy  place,  profligate,  full  of  wel- 
fare chiselers  and  freeloading  bureau- 
crats. But  the  bell  that  tolls  for  Abe 
Beame  is  pealing  the  same  message 
throughout  the  U.S.:  Everywhere 
people  are  demanding  more  and  more 
from  their  governments,  but  they  are 
increasingly  unwilling  to  pay  the  bill 
in  taxes.  For  a  decade  or  so,  the  local 
governments  have  been  able  to  bor- 
row against  their  credit,  using  all 
kinds  of  stratagems  to  explain  why  it 
was  okay  to  go  into  debt  to  meet  cur- 
rent expenses.  Credit  ratings,  how- 
ever, go  down  as  borrowing  goes  up. 
For  a  while,  New  York  City  could 
bludgeon  its  banks  into  buying  its 
securities,  but  banks  have  obligations 
to  their  depositors.  They  can't  go  on 
lending  increasing  sums  to  any  bor- 
rowers—even city  governments— who 
are  habitually  spending  more  than 
they  are  taking  in. 

New  York  City  is  only  the  most 
dramatic  case.  Spending  of  all  state 
and  local  governments  has  jumped 
from  $74.5  billion  to  $228  billion  in 
just  ten  years;  from  under  11%  of  the 
gross  national  product  to  over  15%. 
(All  told,  government  spending  is 
now  consuming  37%  of  our  GNP. ) 
Combined  debts  of  our  local  govern- 
ments have  climbed  from  $103  bil- 
lion to  $209  billion  as  the  spending 
outpaced  tax  receipts. 


Okay,  you  say,  but  in  the  end  there 
will  be  some  compromise  cutbacks, 
and  then  Uncle  Sam,  rich  old  Uncle 
Sam,  will  bail  everybody  out. 

But  who  will  bail  out  Uncle  Sam? 

Mayor  Beame's  fiscal  1976  reve- 
nues fall  about  5%  short  of  his  govern- 
ment's spending.  President  Gerald 
Ford  is  faced  with  a  budget  that  falls 
almost  20%  short  of  revenues.  There  is 
a  lot  of  pork  barrel  in  New  York's 
budget,  but  Uncle  Sam's  doesn't  ex- 
actly bring  home  the  bacon.  There  is 
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all  the  traditional  pork:  highways, 
dams,  levees  and  the  like,  now  more 
entrenched  than  ever  in  federal 
spending  because  they  create  jobs. 
Then  there's  the  new  pork  barrel:  so- 
cial welfare  spending,  which  accounts 
for  more  than  40%  of  current  feder- 
al outlays. 

The  politicians  are  caught  between 
a  natural  desire  to  spend  and  a  new 
reluctance  to  tax  or  borrow  further. 
They  are  squirming.  Two  new  liberal 
Democratic  governors,  Ella  Grasso  of 
Connecticut  and  Edmund  Brown  Jr. 
of  California  have  shocked  some  of 
their  supporters  by  cutting  state 
spending.  But  federal  politicians  don't 
face  the  same  legal  bars  to  deficit 
spending  that  many  state  and  local 
officials  face.  Balancing  the  budget 
has  never  carried  the  same  urgency 
in  Washington  that  it  does  in  Sacra- 
mento, Trenton   and  Albany,   in   De- 


troit, Boston,  Cleveland  and  Newark. 

Uncle  Sam's  credit,  of  course,  re- 
mains good— the  best.  But  that's  chief- 
ly because,  in  a  sense,  Uncle  Sam 
can  print  the  money  he  needs.  He  can 
prod  the  Federal  Beserve  Board  into 
creating  the  funds  he  needs  to  bor- 
row. There's  a  hitch,  though.  As  Al- 
lan H.  Meltzer,  Carnegie- Mellon's 
highly  regarded  economist,  puts  it: 
"If  you  increase  the  money  supply, 
you  are  going  to  get  that  much  more 
inflation."  Just  ask  the  British.  Or  the 
Latin  Americans. 

You  can  blame  New  York  City  for 
abjectly  surrendering  to  its  subway- 
men,  garbagemen,  policemen  and 
schoolteachers,  but  you  can't  get 
away  from  these  uncomfortable  facts 
about  the  Federal  Government: 

•  Since  1968  its  spending  has  dou- 
bled-to  around  $370  billion.  The  def- 
icit for  fiscal  1976  will  be  around  $70 
billion.  Federal  debt  will  hit  $620  bil- 
lion next  year— up  nearly  $135  billion 
in  just  two  years.  Some  Bicentennial! 

•  Federal  spending  is  even  less  con- 
trollable than  New  York's.  With 
Washington's  prior-year  contract  com- 
mitments, open-ended  welfare  pro- 
grams and  revenue-sharing  obliga- 
tions to  the  cities  and  states,  the  bud- 
get is  by  common  agreement  75%  un- 
cuttable  12  months  ahead.  Take  just 
one,  relatively  small,  uncuttable  item: 
military  pensions,  now  $7.7  billion  a 
year,  will  be  $14.3  billion  by  1980- 
in  1975  dollars.  The  military  pension 
system  may  well  have  been  the  mode] 
for  New  York's  policemen.  Beame  has 
the  option  at  least  to  make  immediate 
cuts   in   half  of   New   York's   budget. 

•  Federal  deficits  have  become  .it 
least  as  chronic  as  New  York  City's— 
15  in  the  last  16  years. 

•  The    Federal    debt    has    reached 

such    proportions    that     interest    alone 
on  it  now  amounts  to  $32.8  billion   a 
year— involving    a    transfer    <>i    some 
thing  like  10%  of  Federal  tax  receipts 

to  bondholders. 

•  With  demands  mounting  on  the 
Social  Security  system,  the  possibility 
looms  that  it  may  have  to  be  funded 

out  of  general  revenues  in  the  I. li- 
near future. 
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•  As  the  sugar  daddy  of  last  resort 
for  sinking  local  governments,  the 
Federal  Government  may  one  day 
soon  have  to  rescue  the  Mayor  Beames 
—or  face  chaos  in  the  cities.  A  decade 
ago,  Washington  was  dispensing  $11 
billion  a  year  to  local  and  state  gov- 
ernments; last  year  the  figure  was 
$47  billion. 

In  his  1959  State  of  the  Union  Mes- 
sage to  Congress,  President  Dwight 
Eisenhower  declared  a  balanced  bud- 
get his  No.  One  priority  for  his  last 
two  years  in  office.  Seated  in  the  sec- 
ond row  of  the  House  chamber  that 
day,  then  Senator  Lyndon  Baines 
Johnson  broke  into  a  giant— and 
prophetic— yawn.  Old  Ike  was  mouth- 
ing platitudes  again.  But  LBJ's  fellow 
populists  aren't  yawning  now. 

Administration  after  administration 


Fiscal  Malpractice?    = 

Uncle  Sam's  addiction  to  budget 
deficits  began  with  the  best  of  inten- 
tions—and with  the  full  approval  of 
the  doctors  of  economics.  Whenever 
he  turned  up  with  a  case  of  the  eco- 
nomic blahs,  they  would  prescribe 
one  of  two  wonder  drugs:  a  stiff  dose 
of  federal  spending,  or  a  hefty  tax 
cut.  Side  effects?  Oh  yes,  a  budget 
deficit  would  usually  result— $3  bil- 
lion in  the  1954  recession,  $12  billion 
in  the  1958  recession,  $7  billion  in 
the  1961  recession.  But  what  was 
a  little  deficit  when  it  had  Sam  feel- 
ing better  again? 

At  any  rate,  the  side  effects  rarely 
persisted.  Came  the  pickup  and  the 
budget  would  get  back  into  balance 
or  even  into  surplus.  Somewhere 
along  the  line,  however,  the  patient 
became  addicted  to  deficit-itis,  and 
mild  doses  would  no  longer  suffice. 

Lyndon  Johnson  was  a  great  be- 
liever in  red  ink  as  a  restorative.  He 
used  it  to  cure  everything.  The  Viet- . 
nam  war  wasn't  popular.  You  couldn't 
get  the  taxpayers  to  fund  it.  So,  you 
ran  a  deficit.  If  there  were  signs  of  a 
recession,  you  cut  taxes  and  the  deficit 
got  bigger. 

During  the.  Fifties,  which  included 
the  costly  Korean  war,  the  net  federal 
deficit  had  been  only  $17.7  billion— 
and  inflation  averaged  less  than  2%. 
But  during  the  Sixties  combined  def- 
icits mounted  to  $53  billion.  Even 
when  the  patient  was  feeling  pretty 
good,  what  with  the  war  tapering  off 
and  the  economy  in  boom,  the  doctors 
kept  injecting  *ed  ink:  over  $60  bil- 
lion in  deficits  between  fiscal  1971 
and  fiscal  1974. 

But  we  got  into  a  recession  last 
rear  in  spite  of  a  big  deficit.  So  what 
did  the  doctors  do?  They  cut  taxes 
while  letting  expenses   rise,   and  the 


embraced  the  idea  of  deficit  spending 
as  a  means  of  insuring  prosperity, 
but  they  forgot  the  corollary:  It  is  ac- 
ceptable to  run  a  deficit  in  bad  times, 
provided  you  pay  off  some  of  it  when 
business  picks  up.  But  the  U.S.  went 
on  spending  right  through  good  times 
and  bad.  After  ex-President  Bichard 
Nixon  declared  himself  a  convert  to 
"Keynesianism,"  a  famed  foreign  econ- 
omist commented  to  Forbes:  "Poor 
Keynes.  What  they  do  in  his  name!" 
Writing  in  The  New  York  Times 
recently,  humorist  Bussell  Baker  sug- 
gested that  Mayor  Beame  threaten  to 
go  communist  in  order  to  wheedle 
help  from  Uncle  Sam.  But  who  can 
Uncle  Sam  threaten?  Saudi  King  Kha- 
lid  and  his  fellow  Organization  of  Pe- 
troleum Exporting  Countries  mon- 
archs,  maybe?  ■ 


deficit,  which  topped  $42  billion  in 
fiscal  1975,  is  mounting  to  $70  billion 
this  fiscal  year. 

Will  that  massive  dose  bring  the 
patient  around?  President  Ford  and 
his  advisers  say  yes.  If  so,  the  ensuing 
pickup  will  increase  the  tax  take  and 
narrow  the  deficit  at  least  to  manage- 
able size.  Even  so,  nobody  is  predict- 
ing a  balanced  budget  soon. 

However,  Dr.  Ford's  prognosis  is 
treated  with  skepticism  in  many  quar- 
ters. People  doubt  whether  getting 
unemployment  down  from  nearly  10% 
to  7.5%  constitutes  true  economic 
health.  There's  an  even  scarier  prob- 
lem. Supposing  the  current  shot-in- 
the-arm  doesn't  get  the  economy  back 
on  its  feet?  What  then?  Do  you  cut 
tajes  further  and  run  the  deficit  even 
higher?  That  could  easily  create  a 
case  of  a  galloping  inflation  a  la  Great 
Britain. 

That's  the  point.  By  getting  the 
patient  hooked  on  the  deficit  drug, 
the  doctors  have  lost  their  ability  to 
treat  his  periodic  illnesses. 

Is  there  any  way  to  wean  the  pa- 
tient? It  is  hard  to  see  how.  A  big 
chunk  of  the  federal  budget  is  legally 
uncuttable— and  much  of  the  rest 
politically  uncuttable.  There  is,  of 
course,  another  kind  of  medicine- 
higher  taxes.  But  you  don't  give  that 
to  a  patient  who  is  just  getting  over 
recession;  it  could  cause  a  relapse. 
Besides,  politicians  don't  like  that 
prescription;  it  is  bad  for  them. 

So  we  seem  to  be  in  a  situation 
where  you  can  cure  recession  only  at 
the  expense  of  inflation  and  you  can 
cure  inflation  only  with  recession 
How  did  we  get  in  this  bind?  Maybe 
the  politicians  and  economic  doctors 
should  be  subject  to  malpractice  suits. 
Is  there  a  lawyer  in  the  house? 
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More  than  1,250,000  copies  of  AL- 
AHRAM  FRIDAY,  and  more  than 
800,000  copies  of  AL-AHRAM  daily 
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You  no  longer 

have  to  choose 

between  tape  dictation 

and  belt  dictation. 


The  new  IBM 

6:5  Cartridge  System 

gives  you  the  advantages 

of  both  without  the 
disadvantages  of  either. 

What  you  see  here  is  a  complete 
new  approach  to  dictation. 

It's  a  cartridge  system  with  magnetic 
discs.  It  has  the  ability  to  handle  short  dicta- 
tion with  the  ease  of  a  belt,  the  capacity  to 
handle  long  dictation  with  the  ease  of  tape. 

Further,  the  new  IBM  6:5  Cartridge 
System  is  a  complete  new  line  of  input 
processing  equipment.  Very  capable  of 
solving  a  number  of  other  problems  too. 

Work  distribution.  Often  a  bottleneck, 
often  a  problem,  it  is  neither  with  the  6:5. 
Priority  material,  confidential  documents, 
special  requirements,  all  can  be  separated 
from  routine  work  for  special  handling  with 
the  6:5.  Overloads  can  be  easily  distributed 
among  less  busy  transcribing  stations, 
even  after  the  dictation  has  been  completed. 

Growth.  The  6:5  is  one  system  that 
will  grow  with  your  company  needs 
because  its  modularity  permits  almost 
unlimited  expansion.  You  merely  add  units 
as  needed. 

Change.  As  a  company  grows  it 
often  Changes.  The  IBM  6:5  can  change 
with  you.  Along  with  being  expandable, 
the  6:5  modularity  also  makes  it  highly 
adaptable. 

So  if  you've  ever  wondered  if  there's 
a  better  way,  there  is. 

And  your  IBM  Representative  will 
be  happy  to  discuss  it  with  you,  at  your 
convenience.  Just  call  the  IBM  Office 
Products  branch  office  near  you. 


How  the  6:5  works. 

Each  magnetic  disc  contains  six 
minutes  of  recording  time.  Two  average 
typed  pages.  There  are  25  discs  in  each 
cartridge,  and  each  recorder  holds  the 
contents  of  two  cartridges. Or  five  hours 
of  recording  time. 


Recorder 


Transcriber 


One  recorder  can  handle  the  in- 
put of  several  people.  Units  can  easily  be 
added  as  needed,  for  unlimited  growth. 

With  dictation  stored  in  separate 
cartridges,  work  distribution  is  limited 
only  by  how  many  transcribers  you  have. 


Desk  mike  Diolor  touch  phone 


Portable 


Three  easy  ways  to  gain  access  to 
the  system. 

IBM 

Word  Processing 


The  Road  Not  Taken 

Barney  Monaghan  might  have  been  a 

famous  jurist  or  politician. 

Instead  he  became  the  satrap  of  slag. 


[CLOSED 

r,    TO  THROUGH 
TRAFFIC 
f 


Barney  Monaghan  may  be  the  only 
attorney  to  give  up  the  Supreme 
Court  for  slag.  The  story  begins  in 
1937.  Monaghan,  though  only  21, 
had  just  graduated  from  Harvard  Law 
School  and  was  on  a  ship  for  Britain 
and  a  Rhodes  Scholarship  at  Oxford. 
He  almost  never  got  there. 

A  shipboard  cable  arrived  from  Fe- 
lix Frankfurter,  who  had  been  Mon- 
aghan's  professor  at  Harvard.  Hugo 
Black  had  just  been  appointed  to  the 
U.S.  Supreme  Court.  Would  Monag- 
han like  to  be  one  of  Black's  law 
clerks?  Since  you  are  on  the  way  to 
London  anyhow,  the  cable  suggested, 
why  not  talk  it  over  with  Professor 
Harold  Laski,  Britain's  great  socialist 
intellectual? 

Laski  proceeded  to  lecture  Monag- 
han on  his  duty  to  take  the  job. 
Black,  a  politician  with  a  checkered 
background,  was  striving  to  become 
a  liberal,  Laski  said,  and  it  was  Monag- 
han's  job  to  help  him  do  so.  It  was  a 
glamorous  prospect  for  a  young  law- 
yer in  those  exciting  New  Deal  days 
of  the  late  Thirties. 

But  Monaghan  was  a  strong-willed 
individual.  He  found  out  that  two 
other  members  of  Black's  staff  would 
be:  1)  a  Jewish  woman;  and,  2)  a 
black.  He,  a  Roman  Catholic,  would 
round  out  the  minority  representa- 
tion—he would  be  the  house  Catho- 
lic. Monaghan  turned  down  the  job, 
and,  after  finishing  Oxford,  went  home 
to  Birmingham,  Ala.  For  19  years  he 
practiced  law.  Then  he  got  his  chance 
to  run  a  business  when,  in  1959,  the 
controlling  stockholders  asked  him  to 
run  Vulcan  Materials. 

And  so  it  happened  that  Barney 
Monaghan  passed  up  his  big  chance 
to  make  his  mark  in  law  or  in  poli- 
tics. However,  he  has  certainly  made 
his  mark  in  business.  Vulcan  may  not 
be  in  a  glamorous  business,  but  it  is 
certainly  in  remarkable  shape.  In  the 
past  five  years  alone  its  sales  have 
doubled  (to  $431  million)  and  earn- 
ings have  nearly  trebled  (to  $5.30  a 
share).  Vulcan  is  breezing  through 
the  current  recession:  earnings  up  50% 
in  the  first  quarter  and  with  a  good 
chance  to  exceed  1974's  record— which 
represented  a  21%  return  on  stock- 
holders' equity.  Its  stock  is  currently 
at  an  alltime  high. 

Vulcan,  headquartered  in  Birming- 
ham, began  its  corporate  life  buying 
slag  from  Birmingham's  steel  mills, 
crushing  it  and  selling  it  as  aggregate 


Monaghan 
of  Vulcan 
Materials 


DETOUR 


mainly  for  highway  construction.  The 
business  was  threatened  when  the 
steel  mills  switched  to  a  purer  grade 
of  ore,  which  produced  far  less  slag. 
It  was  then  that  Charles  W.  Ireland, 
now  the  semiretired  Vulcan  chair- 
man, whose  family  then  owned  the 
company,  began  making  acquisitions 
in  other  aggregates,  detinning  and 
chemicals. 

Ireland,  himself  a  strong-willed 
man,  determined  to  make  Vulcan 
much  more  than  a  local  family  busi- 
ness. "Charles  decided,"  Monaghan 
says,  "that  it  was  important  for  his 
public  company  to  show  that  a  non- 
Ireland  could  run  it."  Though  some 
of  the  other  Irelands  objected,  Charles 
won  the  day  and  Barney  Monaghan 
came  to  head  the  company. 
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Monaghan,  who  had  been  legal 
counsel  for  Vulcan,  liked  the  idea  of 
running  his  own  show. 

From  the  start,  Monaghan  saw  the 
big  potential  of  chlorinated  solvents 
produced  by  the  chemical  division.  He 
acquired  another  small  chemical  com- 
pany and  launched  a  big  expansion 
for  the  division.  By  the  early  Sev- 
enties, Vulcan  was  second  only  to 
Dow  as  a  producer  of  chlorinated 
solvents. 

The  detinning  business,  which 
came  along  with  an  aggregate  ac- 
quisition, takes  tin-plated  steel  scrap 
and  separates  the  tin  from  the  steel 
for  resale.  This,  too,  Monaghan  ex- 
panded. Pleased  with  the  detinning 
venture  (which  is  actually  a  scrap 
reclamation  business),  Monaghan 
bought  an  aluminum  scrap  reclama- 
tion outfit  also.  Vulcan  produces  alu- 
minum directly  from  its  scrap,  in 
competition  with  primary  aluminum. 
Primary  aluminum  depends  heavily 
on  high-cost  electric  power,  so  Monag- 
han's  aluminum  business  is  growing 
rapidly. 

Still  Going  Strong 

The  diversification  and  expansion 
under  Monaghan  has  saved  the  day 
for  Vulcan.  Lately,  the  aggregate 
business  has  been  weak,  as  funds  for 
road  construction  proje<  ts  have  be- 
come more  difficult  to  beg  or  bono 
In  addition,  last  year  th 
era!  strikes  in  different  divisions.  Hut 
diversified  Yulean  has  continued  to 
report  earnings  increases  of  L3S  an- 
nually since  L965.  Todaj  Vulcan  is  a 
profitable  three  sided  company:  scrap 
metal  (36%).  aggregate  (415T)  and 
chemicals  (23%). 

The     Ireland     lami'K      is     obviously 

happy  with  Monaghan.  Their  328  in 
terest  in   Vulcan   now  has  a   market 
value   ol    $60    million,    up    from    $30 
million    when    Monaghan    took    over 

hack  in   L959. 

As    for    H.  Monaghan,    In 

drawing   down    $185,000    B    \e.n    and 

his    holdings    In    Vulcan    are    worth 
around  $1    million.    He   lives   In   Bib 
mingham's  most   exclusive  residential 

area,  Mountain  Brook.  Does  he  <\ri 
regret  not  taking  the  othei  road  Into 
big-time  law  and   politics?  "Nol    fol    ■ 

minute,"  he  snaps.    ■ 
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Piece  of  mind. 
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A  tiny  electronic 
brain,  nestling  near 
Ladybug. 

An  RCA  integrated 
circuit  with  1,300 
transistors  built  in. 

It  can  operate  a 
watch,  a  pocket 
calculator,  security 
alarm,  automotive 
systems. . .  replacing 
mechanical  devices. 

It's  more  reliable, 
accurate,  economical, 
needs  little  power, 
doesn't  pollute. 

By  1985,  such 
circuit  chips  may 
contain  as  many  as 
a  million  transistors. . . 
making  even  today's 
technology  look 
quaint. 

Innovating 
in  electronics. 


From  the  beginning. 


I 
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Early  adaptations  of  Bell's  discovery 

-Henry  Ford  Museum  at  Greenfield  Village,  Dearborn,  Michigan 


"Great  discoveries 
ind  improvements  invariably 
involve  the  cooperation 
of  many  minds" 


-ALEXANDER  GRAHAM  BELL 
Pioneer  in  communications. 


At  Continental  Bank,  you'll  discover  many 

minds  taking  a  sincere  interest  in  you 

and  your  company's  progress— decision 

makers  who  are  responsive  to.  your  financial 

needs.  You'll  find  we  go  out  of  our  way  to 

find  a  way  to  help  you. 


CONTINENTAL  BANK 


SUBSIDIARY  OF 

CONTINENTAL  ILLINOIS  CORPORATION 


Gassy 
Vegetables? 

Don't  laugh.  It  could  be 
a  new  energy  source. 

The  fancy  name  is  bioconversion, 
but  it's  just  a  variation  of  what  our 
ancestors  did  150  years  ago.  They 
grew  their  own  fuel— mostly  wood. 
We  may  be  coming  "fuel"  circle. 

Bioconversion's  basic  idea  is  that 
in  an  airless  environment  certain  bac- 
teria will  convert  plant  matter  into 
methane  (natural  gas),  carbon  diox- 
ide and  a  residue  that  can  be  re- 
turned to  the  earth  as  fertilizer.  You 
separate  the  carbon  dioxide  from  the 
gas  and  voild— you  get  both  energy 
and  a  Ralph  Nader  Seal  of  Approval. 

There  are,  of  course,  a  few  prob- 
lems. How  much  land  (or  ocean)  is 
needed  to  get  the  plant  matter?  How 
much  will  it  cost  to  collect?  How 
much  more  development  time  is 
needed  to  perfect  the  process?  In  oth- 
er words,  bioconversion  may  yet  prove 
ecological  but  not  economical. 

Dr.  Ab  Flowers,  who  supervises 
synthetic  gas  research  for  the  Ameri- 
can Gas  Association,  says  he's  "very 
optimistic  about  the  possibilities  for 
bioconversion  .  .  .  [even  though]  we 
won't  see  any  significant  production 
of  gas  from  bioconversion  by  1985  or 
1990.  All  you  can  do  by  then  is  dem- 
onstrate the  feasibility."  But  once 
feasibility  is  established,  the  picture 
will  brighten.  Flowers  says,  "The  way 
land  availability  looks  now,  you  could 
produce  about  10  trillion  cubic  feet 
per  year."  That  would  be  equal  to 
almost  half  the  U.S.'  natural  gas  pro- 
duction last  year. 

And  while  not  enough  detailed  en- 
gineering studies  have  been  done, 
Flowers  thinks  "bioconversion  would 
be  somewhat  less  capital-intensive 
than  other  synthetic  gas  processes." 

Bioconversion  might  make  it  pos- 
sible to  get  two  products  from  our 
farmland:  first  food,  then  gas  from  the 
bioconversion  of  agricultural  waste, 
like  cornstalks  or  wheat  chaff.  Bio- 
chemical engineer  Don  Augenstein  of 
Dynatech  R/D,  Cambridge,  Mass., 
estimates  we  could  collect  enough  ag- 
ricultural waste  to  produce  3  trillion 
to  6  trillion  cubic  feet  of  gas  per  year. 

Clearly,  a  good  deal  more  develop- 
ment work  is  needed  before  we  should 
commit  ourselves  to  a  big  bioconver- 
sion program.  Right  now,  though,  it 
looks  like  one  energy  technology  that 
could  provide  us  with  some  pleasant 
surprises.  Whether  that  proves  true 
or  not,  it's  nice  to  think  it  will.   ■ 


•  11©         When  you  select  Mexico  as  the  site  for  your 
Pjflh^    convention,  meeting  or  incentive  awards  you 
-^   ▼  .know  what  your  budget  will  buy  when  your 

W* f  ICv    people  arrive.  That's  because  the 
peso-dollar  relationship  is  the  same  as  it  was  in  the 
'Fifties.  It  might  surprise  you  to  know  that  a  recent  U.S. 
study  showed  hotel  rates  in  Mexico  City  were  the 
lowest  for  13  world  cities. 

I  Jl6  There's  always  a  lot  going  on  in  Mexico 

BlClht    including  the  development  of  new  facilities 
g^^ZLsiSJpS^^i  for  your  group  or  convention  activities. 
■  ClvlIiCIC^  New  hotels  spring  up,  many  at  resorts 
that  were  not  there  a  year  ago  . . .  like  Cancun  or 
Ixtapa/Zihuatanejo.  New  convention  halls  arise. 
Like  the  brand  new  one  in  Acapulco— the  Acapulco 
Cultural  and  Convention  Center.  The  main  auditorium 
alone  can  hold  6,000.  Other  experienced  host  cities 
include  Mexico  City,  Guadalajara,  Puerto  Vallarta, 
Merida  and  Monterrey. 

I  iTIC         The  Mexican  National  Tourist  Council  has 
RIQIIl     a  network  of  offices  in  the  U.S.A.  and 
ACCIff^llffi   Canada  staffed  with  more  than 
ASSIStCirive  50  promotional  minded, 
experienced  and  helpful  people.  The  convention, 
meeting  and  incentive  planners  among  them  can  offer  you 
specific  help  to  make  your  Mexico  meeting  your  best 
ever.  We'll  provide  you  with  all  the  free  data  you  need- 
maps,  brochures,  and  posters.  When  yau  start  planning 
your  Mexico  meeting  . . .  plan  to  meet  with  us. 

When 
you  meet 

in  Mexico 


we  help  you  make 
ends  meet 


i 


For  detailed  information,  write  or  call  to 
Director,  Mexican  National  Tourist 
Council,  at  the  office  nearest-you. 
Mexican  National  Tourist  Council  Offices 

9701  Wilshire  Boulevard,  Suite  1110,  Beverly  Hills, 
California  90212  •  (213)  274-6315 

677  Fifth  Avenue 

New  York,  New  York  10022  •  (212)  755-7212 


One  Shell  Plaza-Suite  3260 

Houston,  Texas  77002  ■  (713)  224-3743 

875  North  Michigan  Avenue 

Suite  3615 

Chicago.  Illinioi  60611  •  (312)  649-0090 

One  Place  Ville  Marie-Suite  2409 
Montreal  113,  Que.,  Canada  •  (514)  871-1052 
Toronto  Dominion  Bank  Tower,  Pocilic  Centre 
Vancouver  1,  B.C.,  Canada  •  (604)  682-0551 
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con  National  Tourist  Council 
Secretary  of  Tourism 
Convention  Bureaus  ol  Mexico  City, 
Acapulco  and  Guadaloi'if,: 


The  Numbers  Game 


Paper  Money 

The  first  few  lines  of  General  Host's 
1974  income  statement  sing  a  mourn- 
ful song:  Pretax  income  from  con- 
tinuing operations  was  down  25%,  to 
$4  million.  Ah,  but  General  Host's 
bottom  line  hums  a  different  tune: 
Net  income  for  1974  was  up— up  300%! 
—to  a  record  $9.17  per  share. 

How  do  you  produce  higher  prof- 
its out  of  lower  profits?  It's  one  of  the 
marvels  of  modern  bookkeeping.  In 
this  case  a  nice  little  gimmick  called 
"gains  on  extinguishment  of  debt." 

"Extinguishment"  is  a  cute  term.  It 
doesn't  mean  that  General  Host  paid 
off  its  debt  at  less  than  100  cents  on 
a  dollar  and  thereby  earned  a  sub- 
stantial discount.  What  General  Host 
did  was  shuffle  some  pieces  of  paper 
and  produce  a  paper  profit  of  nearly 
$17  million— turning  a  poor  year  into 
a  triumphant  one.  The  old  paper  was 
"extinguished."  New  paper  was  sub- 
stituted in  its  place. 

It  worked  like  this:  Outstanding 
was  $33.9  million  in  convertible  de- 
bentures due  in  1988,  paying  5%  in- 
terest—total annual  interest,  about 
$1.7  million.  Management  offered  to 
swap  for  it  $20.3  million  new  convert- 
ible debentures,  paying  11%  total  in- 
terest, about  $2.2  million.  At  the 
same  time,  the  company  reduced  the 
conversion  price  from  $27  per  com- 
mon share  to  $16.  The  bondholders 
took  the  offer.  Why  not?  The  holders' 
current  income  was  enhanced  by 
about  32%  and  conversion  terms  were 
improved. 

Thus,  even  though  Host's  interest 
expense  was  increased  from  $1.7  mil- 
lion to  $2.2  million,  its  books  were 
improved  by  the  wiping  out  of  nearly 
$13.6  million  in  debt.  And  the  "prof- 
it" came  through  in  1974,  despite  the 
fact  that  the  debt  wasn't  due. 

That  is  a  lot  easier  way  to  make 
money  than  selling  meat  and  tourism. 

For  some  peculiar  reason,  the  Fi- 
nancial Accounting  Standards  Board 
has  put  Its  imprimatur  on  this  ex- 
ercise in  funny  finance,  calling  these 
gains  "extraordinary"  income— what- 
ever that  means.  But  as  Harvard  Busi- 
ness School  Professor  John  Shank  puts 
it:  "The  board  didn't  raise  the  basic 
issue,  which  is  whether  this  is  income 
at  all  and  in  what  period.".. 

Boil  it  down  and  what  you  get  is 
this:  The  company  reports  a  "profit" 
but  incurs  a  huge  increase  in  interest 
liability  against  a  very-far-in-the-fu- 
ture  reduction  in  capital  liability. 
Concedes  William  McHugh,  a  partner 
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See  these  two  pieces  of  paper?  By  exchanging  one  for  the  other,  General 
Host   increased   its  1974   profits   by  300%.  With   the  accountants'   blessings. 


in  Coopers  &  Lybrand:  "They've  ef- 
fectively taken  a  profit  this  year  and 
will  pay  it  back  over  the  life  of  the 
new  bonds,  through  increased  charges 
to  future  income."  Is  this  what  the 
accounting  board  calls  clearer  and 
more  straightforward  accounting? 

"We're  on  the  horns  of  a  dilemma 
here,"  agrees  Frank  T.  Weston,  part- 
ner of  Arthur  Young  &  Co.  Weston 
believes  that  the  only  solution  to  the 
dilemma  is  adoption  of  current  value 
accounting,  under  which  changes  in 
the  market  value  of  debt  would  be 
recognized  as  they  occur.  On  the  oth- 
er hand,  Philip  Defliese,  managing 
partner  of  Coopers  &  Lybrand,  dis- 
sented from  the  accounting  board's 
ruling  in  this  matter,  wanting  to  see 
the  "profit"  amortized  over  the  life 
of  the  bonds  so  that  the  price  paid 


for  the  gain  would  be  increased  in- 
terest in  subsequent  periods.  But  he 
was  overruled. 

General  Host  is  quick  to  point  out 
that  it  didn't  invent  the  gimmick.  The 
ruling  is  that  of  the  FASB.  Nor  is 
General  Host  the  only  company  to 
take  advantage  of  this  murky  provi- 
sion. Grumman  did  too  last  year.  Gulf 
&  Western  got  19%  of  its  reported  prof- 
its in  1973  that  way.  Western  Union 
Corp.  played  the  game.  In  Eli  Black's 
time,  United  Brands  was  big  on  "ex- 
tinguishment." 

Why  shouldn't  companies  be  made 
to  amortize  the  gain,  the  way  Defliese 
suggested?  It  seems  a  mockery  to 
have  profit  statements— which  most  in- 
vestors think  reflect  the  company's 
health— embellished  with  "profits" 
from  paper  shuffling.   ■ 


Hypoed  Income:  Some 

compan 

ies  retire, 

others 

swap  debt. 

Company 

Type  of  Ex- 
tinguishment 

Gain 
(millions) 

Pretax  Income 
(millions) 

Cain  a;  % 
of  Income 

Recent 
Stock  Price 

P/E 
Ratio 

Allen  Croup 

Exchange 

$  1.4 

$     5.7 

25% 

75/8 

9 

GAF 

Retirement 

5.5 

56.0 

10 

10s/s 

5 

General  Host 

Exchange 

16.9* 

20.8 

81 

7'A 

1 

Grumman 

Exchange 

9.3t 

49.8 

19 

17% 

6 

McCulloch  Oil 

Exchange 

0.8 

5.1 

16 

53/8 

22 

Pacific  Gas  &  Elec 

Retirement 

20.0** 

293.5 

7 

20V4 

7 

Pan  East  Pipe 

Retirement 

4.2**tt 

103.8 

4 

29V4 

6 

Trans  World  Air 

Retirement 

2.7** 

(22.8) 

— 

73/a 

— 

UAL 

Retirement 

20.6 

224.0 

9 

185/8 

6 

*    Includes  $751,000  debt  retirement.         t  No   income   tax  paid  on  gain.  **  Gain  result  of  sinking  fund  require- 

ment,        tt  Gain   is  being  amortized,   under  Federal   Power  Commission  accounting  change  Jan.    1,    1974. 
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Faces  Behind  the  Figures 


People  Power 


I.iki  virtuall)  every  other  big-city 
politician  this  \  car,  red-haired  Ste- 
phen 1'.  Clark  had  a  sizable  money 
problem— a  $10-million  one.  Seems 
that  Clark,  the  51-year-old  mayor  of 
Dade  County,  Fla.  (which  is  bigger 
than  Rhode  Island  and  includes  Mi- 
ami) had  $10  million  worth  of  gen- 
eral obligation  bonds  to  sell  as  part 
of  an  ongoing  capital  improvement 
program.  The  banks  were  willing  to 
buy  the  bonds,  but  at  yields  that 
would  have  approached  7?2%,  the 
state's  legal  ceiling. 

A  construction  man  who  began  his 
second-term  in  office  eight  months 
ago,  Clark  came  up  with  a  novel  al- 
ternative. He  explains:  "If  the  people 
thought  enough  of  our  county  to  live 
in  it,  why  not  give  them  a  chance  to 
invest  in  it.  .  .  .  to  buy  'a  piece  of  the 
rock,'  so  to  speak." 

Instead  of  selling  the  ten-year 
bonds    in    $5,000    chunks    to    the    in- 


stitutions, Clark  sliced  them  into  bite- 
sized  $500  pieces  and  offered  them  to 
Dade  County  residents.  At  Clark's  urg- 
ing, the  local  bankers  chipped  in  by 
selling  the  minibonds  in  their  branch 
offices,  at  no  commissions.  And  the 
local  newspapers  and  radio  and  TV 
stations  promoted  them  as  better  in- 
vestments than  savings  accounts;  the 
bonds  pay  6)i%  in  tax-free  interest  an- 
nually, compared  to  an  average  5/2% 
for  local  savings  accounts. 

The  bonds  sold  out  in  eight  days. 

By  selling  the  bonds  at  6M%  rather 
than  around  7M%,  Clark  figures  he 
saved  Dade  County  and  its  taxpayers 
about  $135,000  in  interest  payments. 
As  for  the  citizens,  they  got  a  tax-free 
investment,  plus  $10  million  worth  of 
improvements  to  local  sewers,  an  ex- 
panded medical  center,  a  new  zoo 
and  some  highway  landscaping. 

Talking  like  the  politician  he  is, 
Clark  says  he  plans  to  sell  more  gen- 
eral obligation  bonds  to  the  public 
soon.  "This  is  a  very  novel  idea  that 


Clark  of  Dade  County,  Fla. 

worked  out.  I  pray  every  government, 
small  or  large,  tries  this  concept,"  he 
gloats.  "There's  money  lying  around 
out  there."  ■ 


The  Model  Diplomat 

The  big  shots  like  Secretary  of  State 
Henry  Kissinger  and  presidential  ad- 
viser William  Seidman  ducked  out 
early,  and  the  300  businessmen  left 
at  the  Council  of  America's  annual 
meeting  at  the  State  Department  in 
Washington,  D.C.  seemed  ready  to 
doze  off  after  a  day  full  of  weighty 
but  dry  discussion  in  U.S. -Latin 
American  business  prospects. 

But  then  Argentina's  Ambassador 
Alejandro  Orfila  stepped  up  and  an- 
nounced his  country's  newest  export 
to  the  U.S.  market.  The  all-male  au- 
dience roared  its  approval. 

What  was  the  excitement  about? 
What  else?  Sex.  Orfila  proposed  to 
display  some  of  Argentina's  glamor- 
ous fashion  models  at  a  party  sched- 
uled for  that  evening.  His  country's 
gorgeous  models,  he  said,  are  just  as 
professional  as  our  domestic  varieties. 
And  they  work  cheaper,  even  with 
round-trip  air  fare  from  Argentina 
included. 

Was  he  joking?  Yes  and  no.  The 
suave  50-year-old  diplomat  has  made 
a  reputation  for  himself  and  millions 
of  dollars  for  his  country  by  turning 
obligatory  diplomatic  receptions  into 
virtual  Tupperware  parties  for  Argen- 
tine products.  In  the  last  three  years, 
he  has  helped  sell  thoroughbred 
horses,  polo  ponies,  high-fashion 
clothing,   $24   million  worth  of   foot- 


wear and  $1.5  million  worth  of  wine 
(up  from  no  sales  at  all  in  1972). 
"We  have  a  negative  balance  of  pay- 
ments with  the  U.S.  [of  around  $210 
million],  and  I'm  here  to  do  something 
about  it,"  the  dashing  bachelor,  a 
frequent  escort  of  television  star 
Barbara  Walters,  told  Forbes'  Be- 
nata  Jones. 

Apparently,  he's  also  here  to  have 
a  little  fun.  His  parties  are  said  to  be 
Washington's  best,  where  (Argentine) 
wine  flows,  candles  glow  and  danc- 
ing never  slows.  His  embassy  is  said 
to  spend  more  on  candles  and  flowers 
than  any  other  in  town. 

But  always  the  soirees  stay  sales- 
oriented.  "You  can  sell  anything  in 
this  country,"  Orfila  explains.  Other 
ambassadors  push  their  countries' 
products,  too,  but  a  top  Commerce 
Department  official  says:  "Orfila  does 
it  with  the  nicest  style  and,  therefore, 
is  the  most  effective." 


Orfila  has  managed  to  sell  himself, 
too.  He  is  resigning  to  become  Secre- 
tary General  of  the  pivotal  Organiza- 
tion of  American  States,  a  real  step 
up  in  the  diplomatic  world.   ■ 


Ambassador  Orfila 
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The  Pounding 

Britain's  troubled  pound  sterling  is 
of  more  than  academic  interest  to 
Americans:  U.S.  interests  have  $11 
billion  invested  in  the  United  King- 
dom. And  if  John  Moore  has  his  num- 
bers right,  that  $11  billion  is  going 
to  be  worth  around  12%  less  by  this 
fall  because  the  pound  sterling  may 
well  be  down  to  $2  from  its  tradition- 
al $2.40  value  and  its  current  $2.28. 

Moore  is  no  crackpot.  The  37-year- 
old  former  stockbroker  now  heads  in- 
ternational operations  for  Dean  Wit- 
ter and  also  finds  time  to  represent 
his  suburban  London  constituency  as 
a  conservative  member  of  Parliament. 

Moore  argues  that  his  nation's  La- 
bor government  will  not  be  able  to 
discipline  Britain's  runaway  unions, 
which  are  today  demanding  what  they 
call  "moderate"  30%  wage  hikes.  Such 
wage  rises  will  price  British  goods 
out  of  world  markets  unless  there  is 
a  compensating  factor— like  a  depre- 
ciating currency.  If  you  can't  get  the 
costs  down,  cheapen  the  money  in 
which  those  costs  are  expressed.  The 


pound,    he   adds    darkly,    could   eve: 
drop  through  $2  by  late  fall. 

Some  foreign  exchange  traders  in 
London  are  skeptical  of  the  $2-pound 
warnings.  They  say  Western  Europe 
would  support  the  pound  to  keep  Brit- 
ish exports  from  undercutting  their 
own.  But  Moore  rejoins:  "If  British 
wage  costs  keep  going  up,  they  won't 
need  to." 

"I'm  accused  of  running  down  Brit- 
ain," says  the  Tory  member  of  Parlia- 
ment who  trained  at  the  London 
School  of  Economics.  "But  ultimately 
the  currency  must  reflect  the  internal 
realities  of  the  society."  Of  course, 
Moore  recognizes  that  Labor's  failing 
to  stop  the  precipitous  decline  could 
very  well  bring  his  party  back  to  pow- 
er. And  he  is  not  alone  among  his 
countrymen  in  his  skepticism  about 
the  miracle  of  North  Sea  oil  or  any 
other  panacea.  "In  purely  economic 
terms,"  says  Moore  in  the  manner  of 
a  man  refusing  the  blindfold,  "the 
pound  should  be  around  $1.65." 

Moore  himself  seems  to  thrive  on 
controversy.  A  couple  of  years  ago  he 
was  hauled  into  court  after  refusing 


Moore  of  Dean  Witter 


to  fill  out  a  detailed  census  form  that 
he  called  an  invasion  of  privacy.  He 
was  fined,  but  the  judge  was  so  im- 
pressed with  Moore's  eloquence  and 
sincerity  that  he  ordered  the  Crown 
to  pay  court  costs.  ( P. S.— Moore 
never  filled  out  the  form. )    ■ 


Don't  Talk— Act! 

"Planning  never  got  anything  done. 
It's  the  guy  who  gets  up  off  his  can 
who  gets  things  done,"  Phil  Smith 
told  Forbes  the  other  day  with  char- 
acteristic Australian  bluntness.  Phil- 
lip H.   Smith,   a  slender,   athletic  48, 


Smith 
of  Copperweld 


\< 


1 


is  a  native  of  Sydney  who  won  a 
Fulbright  to  the  Massachusetts  Insti- 
tute of  Technology  and  never  went 
home.  Now  the  chairman  of  Pitts- 
burgh's $322-million  Copperweld,  he 
added:  "I  guess  the  thing  that  got 
me  this  job  is  that  I've  never  been  a 
guy  to  sit  still.  Fence  straddling  only 
gets  you  callouses." 

He  was  brought  from  the  outside 
and  took  over  Copperweld  in  1968, 
when  it  was  a  troubled  mixture  of 
alloy  steel,  specialty  tubing  and  bi- 
metallic wire  products  of  copper-  and 
aluminum-clad  steel.  In  his  first  two 
years,  1968  to  1970,  the  company's 
earnings  slid  25%  and  its  return  on 
equity  plunged  to  less  than  7%. 

At  first,  Smith  spent  time  beating 
down  "the  alligators  in  the  swamp  till 
I  figured  out  what  to  do."  But  he 
adds,  "A  company  our  size  would  have 
been  wiped  out  if  all  we  did  was  sit 
around  and  talk  about  it." 

Smith  shook  up  the  company  from 
top  to  bottom:  "It  took  a  couple  of 
trips  to  the  mat  before  some  of  our 
division  people  were  convinced  they 
were  accountable  and  reportable." 

Smith  shook  up  the  products,  too, 
eliminating  certain  narrow-margined 
products,  like  seamless  bearing  tubes 
and  some  semifinished  steels,  and  con- 
centrating on  higher-margined  prod- 
ucts like  Alumoweld  and  various  alloy 


steels.  He  bought  Regal  Tube  in  1972 
for  $11  million  to  crack  the  structural 
specialty  tube  market,  and  spent  at 
least  another  $11  million  to  expand 
it.  It  paid  off.  Regal's  sales  grew  from 
$14  million  in  1971  to  nearly  $40  mil- 
lion last  year. 

Last  year,  after  four  years  of 
growth,  Copperweld  posted  nearly 
$17-million  profits  on  $322-million 
sales  and  a  return  on  equity  of  over 
22%.  And  in  this  recession  the  alli- 
gators have  snapped— yet  first-quar- 
ter earnings  were  up  over  60%.  Even 
with  a  slow  second  half,  Smith  thinks 
1975  earnings  will  match  or  be  only 
slightly  off  last  year's  $6.83  a  share. 

Which  makes  Copperweld— what? 
Well,  it  makes  it  very  attractive  to 
potential  raiders,  since  the  stock  sells 
at  only  four  times  probable  1975 
earnings,  and  not  much  more  than 
working  capital  per  share.  Getting 
taken  over  would  be  poor  reward  for 
what  Smith  has  accomplished.  So  he 
and  the  board  have  just  pushed 
through  a  rule  stating  that  if  any  four 
directors  are  not  in  favor  of  a  take- 
over attempt,  then  the  proposal  must 
be  submitted  to  stockholders  for  80% 
approval. 

"You  work  hard  to  build  a  company 
with  good  earnings,"  Smith  notes. 
"You  didn't  do  that  so  someone  could 
come  and  take  it  away  that  easily."   ■ 
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Close  To  Home— But  Mot  Too  Close 


How  does  a  gas  pipeliner  get  out  from  under  the  regulator's  thumb? 
Some  ways  are  better  than  others— as  Texas  Eastern  proves. 


Most  interstate  pipeliners  got  the  mes- 
sage long  ago:  They  had  better  di- 
versify if  they  didn't  want  to  stifle 
in  the  clutch  of  the  Federal  Power 
Commission.  A  few  bold  ones,  like  El 
Paso  and  Tenneco,  ranged  far  afield 
into  businesses  from  shipbuilding  to 
knitting.  Most,  however,  like  Colum- 
bia Gas  and  Panhandle  Eastern,  kept 
to  the  domestic  gas-  and  oil-produc- 
ing business  they  knew.  But  Hous- 
ton's $l.l-billion  Texas  Eastern  Trans- 
mission Corp.  did  both:  It  stayed 
close  to  home,  in  the  energy  business; 
but  it  went  far  afield  in  it,  into  refined 
products    and    into    the    North    Sea. 

Says  George  F.  Kirby,  58,  the  good- 
natured  chemist  who  was  brought  in 
from  Ethyl  Corp.  in  1970  to  take  over 
TE's  top  job  (which  he  did  in  1973): 
"I  don't  want  you  to  think  we  like  the 
hell  out  of  this  regulation,  because 
we  don't.  But  I  think  what  we've  done 
is  right."  Right  indeed.  TE  is  one  of 
the  most  profitable  pipeliners,  with  a 
five-year  return  on  equity  averaging 
nearly  16%.  Its  14  years  of  consecu- 
tive earnings  increases  are  equaled, 
among  major  pipeliners,  only  by 
Southern    Natural    Resources. 

TE  was  born  in  1947  by  submit- 
ting the  winning  bid  for  the  wartime 
Big  Inch  and  Little  Big  Inch  pipe- 
lines, which  had  been  built  to  carry 
refined  products  and  crude  oil  from 
Texas  to  the  industrial  Northeast,  safe 
from  menacing  U-boats.  The  engineer 
who  converted  the  Big  Inch  to  natural 
gas,  Baxter  D.  Goodrich,  went  on  to 
lead  and  expand  the  company  in  the 
Sixties.  Under  Goodrich,  Texas  East- 


ern acquired  a  big  pipeline  to  the 
West  Coast,  a  small  oil-refining  and 
marketing  company  and,  from  Union 
Carbide,  an  eastern  distributor  of 
propane  gas  named  Pyrofax  that  is 
coining  money  these  days. 

Goodrich  also  wisely  thrust  the 
company  into  oil  and  gas  exploration. 
Since  the  mid-Sixties,  TE  has  par- 
ticipated in  numerous  oil  and  gas 
finds,  notably  in  13  North  Sea  fields. 
By  the  end  of  1976,  it  will  be  get- 
ting 50,000  barrels  a  day  of  North 
Sea  oil  that  should  add  $25  million 
to    last    year's    $95-million    net. 

Now  it  is  Kirby's  turn  to  show  how 
smart  he  is.  He  has  just  got  approval 
for  the  first  U.S.  coal  gasification  plant, 
to  be  built  on  the  Navajo  reservation 
in  northwestern  New  Mexico.  And  he 
has  gas  deals  cooking  with  both  Rus- 
sia and  the  Saudis. 

TE  made  the  recent  feasibility  study 
for  the  Saudis'  $4.5-billion  system 
for  recovering  and  using  natural  gas 
now  being  flared.  As  a  result,  though 
the  company  did  not  get  the  construc- 
tion contract,  it  may  well  get  some  of 
the  gas.  Kirby  is  after  similar  skills- 
for-gas  deals  with  other  members  of 
the  Organization  of  Petroleum  Export- 
ing   Countries    and    with    Venezuela. 


Kirby  also  moved  far  afield  close 
to  home  with  a  giant  step  out  of  the 
energy  field.  A  couple  of  years  ago, 
the  company  bought  a  big  chunk  of 
underdeveloped  downtown  Houston 
real  estate— some  74  acres  (including 
24  acres  of  streets  and  sidewalks)  on 
the    "wrong"    side    of    Main    Street. 

TE  has  a  20-  to  25-year  develop- 
ment plan.  Already  the  first  office 
building,  Two  Houston  Center,  is 
completed  and  occupied.  The  rest  of 
the  land,  mostly  vacant  parking  lots 
and  rundown  garages  and  shops,  is 
now  losing  the  company  perhaps  $2 
million  a  year  overall.  But  its  poten- 
tial more  than  offsets  such  a  mar- 
ginal drain. 

The  man  in  charge  of  TE's  real 
estate,  Vice  President  Gordon  L.  Jen- 
nings, notes  that  the  company  owns 
the  land  free  and  clear,  so  the  costs  are 
limited  to  the  interest  it  could  be  get- 
ting on  its  money  in  some  other  invest- 
ment, plus  taxes.  "Our  exposure  to  loss 
is  negative,"  says  he.  "Comparable 
land  on  the  other  side  of  Main  Street 
is  worth  $100  to  $200  a  square  foot 
today,  and  we  paid  substantially 
less"— reportedly  well  under  $50. 
Since  $200  a  square  foot  multiplies 
out  to  nearly  $9  million  per  acre,  quite 
a   little   money   could  be   involved. 

Has  the  stock  market  got  the  mes- 
sage? TE,  whose  first-quarter  sales 
were  up  28%,  to  $337  million,  and  prof- 
its up  11%,  to  $31  million,  is  on  its  \va\ 
to  recording  its  15th  straight  year  of 
record  profits.  But  TE's  stock  is  sell- 
ing at  $33  a  share,  or  a  utilitarian  mul- 
tiple of  nine,  barely  above  its  book 
value.  For  all  Wall  Street  cares,  TE 
might  just  as  well  have  stayed  home.* 
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1975  Survey 

What  Banking 
Is  All  About 


Which   of   these    statements   is   true: 

1)  Banks  are  making  record  prof- 
its. The  spread  between  the  cost  of 
money  to  them  and  what  they  can 
earn  in  interest  on  that  money  has 
rarely  been  fatter. 

2)  Banks  are  loaded  up  with  tens 
of  billions  in  doubtful  loans,  and  for 
the  first  time  in  generations  may  have 
to  cut  dividend  payments  or  even 
eliminate  them  altogether. 

The  confusing  truth  is  that  both 
statements  are  at  least  partly  correct, 
and  it  is  not  yet  possible  to  say  which 
is  the  more  significant. 

A  bank  cut  its  dividend  pay- 
ments? Bankers  Trust  hasn't  reduced 
its  dividends  since  1904;  Chemical 
Bank  not  since  1827.  But  Justin  T. 
Watson,  a  veteran  of  30  years  in 
bank  regulation  and  now  First  Deputy 
Comptroller  of  the  Currency,  warns 
that  bank  dividend  cutbacks  are  very 
possible  in  the  near  future. 

"A  lot  of  bankers  have  stretched  the 
damned  rubber  band  too  thin,"  says 
Watson.  "It's  not  just  the  real  estate 
investment  trusts.  We've  got  troubles 
in  house  trailer  paper.  Suppose  the 
City  of  New  York  or  Detroit  go  into 
default.  .  .  ." 

Watson  gets  up  and  walks  over  to 
his  bookshelf,  pulling  out  a  copy  of 
the  National  Bank  Act,  U.S.  Code  56. 
Under  Code  56  a  "statutory  bad  debt" 
is  defined  as  an  obligation  on  which 
interest  is  .unpaid  for  six  months  or 
more  and  where  the  principal  is  nei- 
ther well-secured  nor  in  the  process 
of  collection. 

Most  REIT  loans  are  totally  unse- 
cured, and  a  large  percentage,  per- 
haps 40%,  of  the  $12  billion  in  out- 
standing REIT  loans  is  no  longer  pay- 
ing interest  to  the  banks.  That  means 
as  much  as  $500  million  a  year  in  lost 
or  deferred  interest.  Then  there  are 
the  New  York  City  bonds,  the  tanker 
loans  and  the  debt  of  corporations  like 
W.T.  Grant  and  Memorex. 

Banks,  Watson  explains,  can  only 
pay  dividends  to  the  extent  that  un- 


divided profits  exceed  such  statutory 
bad  debts.  "Say  a  bank  has  got  $3 
million  in  undivided  profits  and  $2.8 
million  in  bad  debts,"  he  says.  "Then 
it  can  only  pay  $200,000  in  divi- 
dends. If  bad  debts  go  above  $3  mil- 
lion, it  can't  pay  any  dividends." 

Unfortunately,  banks  do  not  dis- 
close where  they  have  placed  their 
loans,  so  it  is  impossible  to  assess  the 
quality  of  their  loan  portfolios.  Nor 
do  they  disclose  critical  cost  informa- 
tion about  how  they  made  (or  lost) 
money  in  other  areas  of  their  business. 
Such  possibly  disturbing  information 
might  cause  a  panic  among  unso- 
phisticated depositors,  argue  the 
banks.  The  Securities  &  Exchange 
Commission  disagrees  and  is  pushing 
hard  for  such  badly  needed  disclo- 
sure. But  that  battle  has  only  begun. 

In  The  Dark 

The  sad  fact  is  that  what  investors 
most  need  to  know  about  banks  at 
this  point  is  simply  unavailable  to 
them.  What  they  do  know  is  that  there 
are  lots  of  bad  loans  around.  So  right 
now,  investors  mistrust  all  bank  stocks. 
Most  of  them  sell  below  book  value 
and  at  price/ earning  ratios  below 
those  now  prevailing  for  industrial 
stocks.  And  that,  of  course,  is  its  own 
punishment  for  banks  who  would 
love  to  raise  equity  capital  now. 

In  this  issue,  the  editors  of  Forbes 
try  to  strip  away  at  least  some  of  the 
mystery  about  banking.  No,  we 
cannot  get  our  hands  on  the  informa- 
tion we  would  need  to  separate  the 
sick  from  the  healthy.  Only  the  regu- 
lators can  do  that.  But  in  the  statisti- 
cal section  that  begins  on  page  100 
we  show  how  you  can  draw  meaning- 
ful inferences  from  aggregate  bank 
performance  data. 

Beyond  that,  in  a  series  of  inter- 
views beginning  on  page  62,  we  de- 
scribe in  a  highly  personal  way  what 
banking  is  really  like.  What  goes  on 
behind  the  abstractions?  Why  do  most 
bank  trust  departments  lose  money? 


... 


(Peter  Haight  of  the  Fiduciary  Trust 
of  New  York  discusses  that  starting  on 
page  92.)  Barry  Sullivan  of  Chase 
Manhattan  talks  about  the  troubles  he 
has  had  trying  to  keep  costs  under 
control  in  Chase's  back  office  on  page 
99.  The  top  officers  of  Atlanta's  Citi- 
zens &  Southern  reflect  (page  78)  on 
what  they've  learned  after  all  those 
bad  loan  charge-off s. 

On  page  87  we  spend  a  day  in  the 
trading  room  with  Morgan  Guaranty's 
Myron  Taylor,  learning  about  the  pit- 
falls in  bond  trading.  Why  did  Cleve- 
land's National  City  Corp.  hit  it  big  in 
bond  arbitrage  last  year?  The  answer 
is  on  page  82.  What's  it  like  trying  to 
bail  out  Citibank's  Penn  Central  loans? 
Workout  man  John  Ingraham  of  Citi- 
bank talks  about  that  starting  on  page 
71.  European- American's  Duseberg 
takes  us  into  the  arcane  world  of 
foreign  exchange  trading,  another  big 
problem  area,  on  page  97.  Clarence 
Barksdale  of  First  Union  St.  Louis 
takes  a  look  in  his  crystal  ball  on 
page  74,  and  Cleveland  Trust  Presi- 
dent Brock  Weir  gives  a  remarkably 
candid  recapitulation  of  what  hap- 
pened in  banking  last  year  starting 
on  page  62. 

We  wouldn't  dare  predict  now 
whether  rising  loan  losses  will  over- 
whelm rising  profits  for  many  banks 
or  whether  a  reviving  economy  will 
salvage  the  doubtful  loans  and  give 
investors  a  whole  new  outlook  on  bank 
stocks.  It  could  go  either  way.  The 
returns  won't  be  in  at  least  until  later 
in  the  year.  In  the  meantime,  as 
both  the  numbers  and  the  interviews 
in  this  issue  show,  many  banks  are  still 
reaping  good  profits  without  having 
loaned  themselves  into  a  dangerous 
position. 

Not  only  bankers  and  investors 
should  be  concerned  with  the  outlook: 
Without  a  healthy  banking  system  to 
finance  it,  we  can't  have  a  healthy 
recovery.  Every  single  American  has 
a  vital  stake  in  the  outcome  of 
this  particular  cliff-hanger.   ■ 
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Chemical  Bank  introduces 
exposure  protection  systenl 


Percent  change  in  selected  currencies  during  1973  and  1974  from  their  December  1971  Smithsonian  central  rates,  expressed  in  U.S.  dollars 


Chemical  Bank  has  developed  a  unique 
working  system  that  can  enable  you  to  vastly  reduce 
the  major  risks  that  currency  fluctuations  pose  to 
doing  business  overseas. 

The  problem. 

Since  currency  controls  were  removed  with 
the  breakdown  of  the  Bretton  Woods  Agreement  in 


1971,  fluctuations  of  most  major  currencies  h.n 
been  awesome.  Experts  agree  this  incredibly 
situation  will  continue  into  the  foreseeable  fuq 

Even  the  best  professionals  who  project 
exchange  rates  have  often  been  way  off  the  in; 
And  the  problems  for  the  financial  officer  ded 
in  five  or  more  currencies  arc  astounding. 

How  can  you  know  your  true  exp<  >sure 


inique  foreign  currency 


orld-wide  if  you  can't  keep  track  of  the  interrelation- 
lips  among  the  currencies  you're  dealing  with? 
bw  can  you  develop  effective  strategies  if  you  don't 
/en  know  the  range  of  potential  currency  rates? 
.nd  how  can  you  test  any  strategy  if  you  don't  have 
me  to  evaluate  its  after-tax  consequences?  (The  tax 
n  the  profits  from  a  successful  hedge  can  vastly 
iduce  the  effectiveness  of  your  protective  strategy.) 

The  solution. 

Today,  you  really  need  a  financial  oracle.  Not  to 
dl  you  what  to  do,  but  to  tell  you  what  can  happen 
you  do  it.  World-wide,  after  taxes. 

An  oracle  who  can  keep  track  of  all  of  your 
)mpany's  exposures,  all  of  your  company's  positions 
id  options,  and  all  of  the  interrelationships  among 
le  relevant  currencies.  An  oracle  who  would  use 
[formation  you  already  have  and  who  would  take 
p  only  as  much  room  as  a  typewriter. 

Chemical  Bank's  Foreign  Exchange  Advisory 
*rvice  does  everything  the  hypothetical  oracle 
ould  do.  And  more. 

How  it  works. 

The  heart  of  Chemical's  system  is  a  highly 
>phisticated  but  easy-to-use  computer  model  called 
rRATSIM™ (strategy  simulator).  It  was  developed 
y  Chemical  Bank  and  then  lodged  in  a  world-wide 
)mputer  network  for  your  convenience^  At  your 
fice,  there  is  a  single  terminal. 

All  the  system  requires  to  go  into  operation  for 
)u  are  your  corporate  exposure  data  and  your  and 
jr  currency  projections. 

You  provide  the  corporate  information, 
icluding  all  of  your  world-wide  currency  exposures, 
fective  tax  rates,  effective  borrowing  costs,  and 
itstanding  foreign  exchange  contracts.  No  one  at 
hemical  even  has  access  to  this  information. 

We  and  you  provide  short-,  medium-,  and 
ng-term  currency  projections.  You  can  evaluate  any 
rojection  or  any  combination  of  optimistic  and 
sssimistic  projections  for  any  time  period. 

Chemicals  system  is  unique. 

^  With  STRATSIMr  in  a  matter  of  minutes,  you 
in  find  out  what  you  can  expect  to  gain  or  lose, 


currency  by  currency.  More  importantly,  you  can  see 
the  associated  risks  and  your  major  problem  areas. 
You  can  then  simulate  protective  strategies  using 
forward  markets,  borrowing  or  investing 
alternatives,  leads  and  lags,  etc.,  to  find  the  strategy 
for  maximum  protection. 

Any  projecting  or  consulting  services  you 
may  use  —ours  or  someone  else's  —will  simply  give 
the  system  more  information  to  work  with. 

What's  more,  your  existing  staff  can  handle 
all  the  work  with  much  less  time  than  they 
are  spending  now.  We  provide  a  consultant  and 
special  easy-to-use  forms  which  make  it  a 
simple  process  to  put  the  right  information  into 
the  system. 

For  the  multinational  corporation  with  more 
extensive  requirements,  Chemical  has  also 
developed  an  information  system  which  gives  you 
daily,  weekly,  and  monthly  analyses  of  the 
foreign  exchange  markets  and  currency  outlook. 
Another  analytical  model,  ALTDET,SMevaluates 
long-term  borrowing  alternatives  for  any  number 
of  currencies  and  time  periods.  And,  in  addition, 
our  specialists  in  New  York  and  London 
can  provide  ongoing  consulting  on  all  exposure- 
management  problems. 

It's  no  wonder  that  the  first  corporations 
to  use  the  system  are  already  renewing.  As  one 
senior  financial  officer  put  it:  "Chemical's  got  the 
only  game  in  town." 

If  you  are  interested  in  knowing  more  about 
these  systems,  please  write  on  your  letterhead 
to  Chemical  Bank,  P.O.  Box  5161B,Church  Street 
Station,  New  York,  N.  Y  10015.  Or  10  Moorgate, 
London  EC2R,  6DD  England. 

Our  world-wide  network. 

Main  Office:  20  Pine  Street,  New\ork,  N.Y 
10015.  Beirut,  Bermuda,  Birmingham,  Bogota, 
Brussels,  Buenos  Aires,  Caracas,  Channel  Islands, 
Chicago,  Frankfurt,  Hong  Kong,  Jakarta,  London, 
Madrid,  Manila,  Mexico  City,  Milan,  Monrovia, 
Nassau,  Paris,  Rio  de  Janeiro,  San  Francisco, 
Sao  Paulo,  Singapore,  Sydney,  Taipei,  Tokyo,  Vienna, 
and  Zurich. 


CkmicalBank 

International  business:  When  needs 
are  financial,  the  reaction  is  Chemical. 


The  Chief  Executive 
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Goodbye  to  Mickey  Mouse 

Brock  Weir,  54,  has  a  perspective  on 
banking  that  is  unique  among  his  fel- 
low bank  presidents.  Back  in  January 
1973  he  was  brought  in  as  chief  ex- 
ecutive of  the  staid,  old  Cleveland 
Trust  from  California's  swinging  Ban- 
Cal  Tri-State  "to  jazz  up  the  place," 
as  he  puts  it.  In  hindsight,  it  was  a 
formula  for  disaster.  But  Weir  was 
lucky,  as  he  freely  admits.  By  lengthy 
delays  in  getting  a  permit  to  become 
a  one-bank  holding  company,  he  was 
saved  from  making  the  mistakes  many 
oiher  regional  banks  made.  In  the 
following  interview  with  Forbes,  he 
discusses  what  he  learned  from  that 
chastening  experience  as  he  watched, 
first  with  envy  and  then  with  horror, 
the  tribulations  of  his  more  venture- 
some competitors. 


Weir:  It's  kind  of  ironic.  We  were 
involved  in  some  spectacular  litiga- 
tion with  the  state  over  our  permit 
to  become  a  holding  company.  As  a 
result,  we  were  held  at  the  starting 
gate  as  a  holding  company  for  almost 


three  years.  All  the  time  we  were 
pawing  the  ground  trying  to  get  past 
that  gate,  that's  when  hindsight  now 
tells  us  that  the  excesses  were  com- 
mitted. And  there  we  sat,  watching 
with  envy  while  the  whole  world  was 
raped  by  the  holding  companies! 
Then  just  about  coincidental  with 
the  time  we  got  the  whole  thing  work- 
ing for  us,  why  things  began  to  fall 
apart. 

What  I'm  getting  around  to  candid- 
ly admitting  is  that  had  we  had  the 
license  to  run  along  with  some  of  the 
holding  companies  that  have  had  dif- 
ficulties, we'd  have  probably  experi- 
enced those  difficulties  too.  It  was  this 
almost  hysterical  urge  to  do  the  latest 
thing.  Real  estate  investment  trusts 
are  a  prime  example.  Or  buying  fi- 
nance companies,  and  factoring  com- 
panies, and  mortgage  companies. 
Opening  branches  in  The  City  of  Lon- 
don. Getting  into  consortiums.  So 
maybe  our  superior  profitability  re- 
sults from  the  fact  that  we've  had  less 
of  what  have,  unhappily,  become 
"normal"  losses. 

How  did  bankers  get  swept  away 
by  that  "hysterical  urge"  do  you  think? 


Weir:  We  forgot  a  lot  of  the  funda- 
mentals. It  was  this  preoccupation 
with  giving  the  stock  market  a  thrill 
a  minute.  We  were  looking  at  price/ 
earnings  ratios  instead  of  capital-to- 
asset  ratios.  Aided  and  abetted  by 
the  regulators  and  the  public,  we 
went  for  volume  and  size  and  over- 
looked the  quality  aspect  of  the  thing. 
Bankers  all  of  a  sudden  discovered 
that  they  were  in  a  bag  with  every 
other  industrial  enterprise  that  started 
the  conglomerate  game.  Everybody's 
learned  a  lesson  in  the  last  couple 
of  years. 

Let's  take  the  loan  portfolio.  What 
fundamentals  have  you  relearned 
there? 

Weir:  Well,  the  old  concept  was  that 
the  proceeds  to  liquidate  bank  debt 
should  be  internally  generated  by  the 
customer,  the  borrowing  company. 
The  point  is,  bank  debt  has  gotten  so 

Weir  of  The  Cleveland  Trust  Co. 
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From  the  mountains  to  the  prairies 


(America.  Two  hundred  years  old  and  still 
j^^L  waiting  for  some  of  its  people  to 
^^^L  claim  their  share  of  it.  For  themselves 
^^HL  and  for  the  future  of  their  families. 
Imagine  having  lived  in  the  most  beautiful 
country  in  the  world  and  never  having  known 
what  it  means  to  have  a  part  of  it  for  your  own. 
What  more  perfect  way  to  stake  your  claim 
than  by  purchasing  five  glorious  acres  of  south- 
ern Colorado  for  yourself  and  those  you  love. 
At  Sangre  de  Cristo  Ranches  you  can  still  own 
a  sizable  piece  of  your  native  land  at  a  very 
modest  cost  and  on  easy  credit  terms.  This  is 
scenic  land  in  one  of  the  fastest  growing  states 
in  America.  A  piece  of  the  romantic  old  south- 
west that  remains  unspoiled. 

Sangre  de  Cristo  Ranches  is  a  subsidiary  of 
Forbes  Inc.,  publishers  of  the  highly  reputable 
business  and  financial  publication,  Forbes  Maga- 
zine. The  land  being  offered  for  sale  to  you  is  a 
part  of  the  huge  168,000  acre  Forbes  Trinchera 
Ranch,  one  of  the  oldest  of  the  remaining  big 
ranches  in  America.  A  sportsmen's  paradise  in 
^all  seasons  for  hunting,  fishing,  riding,  hiking 
.and  boating.  With  some  of  the  finest  skiing  in 
'the  country  within  a  75-mile  drive,  the  ranch 
ranks  among  the  world's  best  known  preserves 
for  deer,  elk,  game  birds  and  other  wildlife. 

The  majestic  mountain  views  of  Trinchera 
Peak  and  Mount  Blanca  (higher  than  Pikes  Peak) 
stand  as  silent  sentinels  protecting  the  rolling 

Obtain  HUD  property  report  from  developer  and  read  it 
before  signing  anything.  HUD  neither  approves  the 
merits  of  the  offering  nor  the  value  of  the  property  as 
an  investment,  if  any. 


foothills  and  valley  that  make  up  our  Sangre  de 
Cristo  Ranches. 

The  land  lies  about  200  miles  southwest  of 
Denver,  just  east  of  U.S.  Route  160  .  .  .  the 
Navajo  Trail.  Its  town  is  historic  Fort  Garland, 
the  last  command  of  Kit  Carson. 

For  as  little  as  $3,500  to  $5,000  total  cash  price, 
you  can  purchase  your  own  five-acre  Sangre  de 
Cristo  Ranch.  Payments  are  as  low  as  $35 
monthly,  with  typical  financing  arrangements 
shown  below.  Important  money-back  and  ex- 
change privileges  backed  by  Forbes  Magazine's 
distinguished  reputation  have  contributed  much 
to  the  great  success  of  this  unusual  land  offering. 

For  complete  details  on  this  wonderful  op- 
portunity, without  obligation,  please  fill  in  and 
mail  coupon  provided  to:  Sangre  de  Cristo 
Ranches,  Box  303,  Fort  Garland,  Colorado  81133. 


TYPICAL  FINANCING  ARRANGEMENTS 

Cash 
Price 

Down                                              Monthly      Deferred 
Payment    Interest     Months     Payment     Payment  Price 

$3,500 

$35             6%             137             $35              $4,829.38 

$5,000 

$50             6%             137             $50               $6,899.01 

Wot  an  otter  or  solicitation  in  those  stales  where  the  property 
is  not  registered. 


r 


SANGRE  DE  CRISTO 

SUBSIDIARY  OF  FORBES  MAGAZINE 
Box  303,  Fort  Garland,  Colorado  81133 


Uffe* 


Name 


Address 

City 
Telephone 

State 

Zip 

Preference:     □  $3500     □  $5000 

A  statement  and  offering  statement  has  been  filed  with  the  Department  of  State  of 
the  State  of  New  York.  The  filing  does  not  constitute  approval  of  the  sale  or  lease 
or  offer  for  sale  or  lease  by  the  Department  of  State  or  any  officer  thereof  or  that 
the  Department  of  State  has  in  any  way  passed  upon  the  merits  of  such  offering. 
A  copy  of  the  offering  statement  is  available,  upon  request,  from  the  subdivider 
NYA  75-78         AD12842(a)        MI-75-62        (OAD-75)  B  475 
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lift  trucks  like  this  Clark  30,000  lb.  rated 

capacity  model  equipped  with  a  Clark 

pulpwood  loader.  And,  nearby  Clark 

dealer  service  keeps  thern  in  top 

running  shape. 
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Heavy  vehicle  builders  worldwide  use  Clark  axles. 


Clark  backhoes  are  backed  by  nationwide  service. 


You  can  count  on  it.  Because  the  equipment 

is  good  to  begin  with.  And  because  your 

Clark  dealer  knows  how  to  keep  it  that  way. 

When  you're  under  pressure  to  get  a 

job  done,  that's  good  to  know. 

Clark  Equipment  Company 

Buchanan,  Michigan  49107 


Melroe  Spra-Coupe  applies  fertilizer  and  insecticides. 


Clark  truck  crane  lifts  materials  for  a  new  building. 


The  Team 


In  our  cash  management  system, 
it  beats  anything  coming  and  going. 


Fast  coming  in.  Slow  going  out.  In  a  cash  manage- 
ment system,  a  few  hours'  difference  could  actu- 
ally mean  a  difference  of  two  days  or  more  for 
you  to  work  with  your  money. 

At  First  National  Bank  in  St.  Louis,  with 
our  First  Union  Group  affiliations,  we  can  put 
those  few  hours  on  your  side. 

For  one  thing,  mail  flows  faster  in  St.  Louis 
than  it  does  almost  anywhere  else  in  the  country. 
So  money  generally  reaches  a  First  Xational  lock 
box  sooner. 

For  another,  Missouri  is  the  only  state  which 
has  two  Federal  Reserve  District  Headquarters: 
at  St.  Louis  and  Kansas  City.  Through  our  First 
Union  Group  of  banks,  we're  on  the  spot  in  both 
places. 

So  we  can  offer  you  a  new  concept  in  lock 
box  banking. 

Two  cities  work  for  you  to  reduce  mail  and 


clearing  float  in  Mid-America.  Your  funds  can 
thus  be  collected  and  concentrated  into  one 
account  swiftly.  Automatically. 

For  disbursing  your  money,  you  can  take 
advantage  of  our  beneficial  disbursement  points 
throughout  Missouri. 

At  First  Xational  Bank  in  St.  Louis,  that's 
how  we  put  time  on  your  side. 

Our  collection  system  can  beat  a  clearing 
deadline  by  an  hour.  And  give  you  additional 
money  for  an  extra  day. 

Our  disbursal  system,  including  zero  balance 
accounts,  can  allow  you  a  day  longer  to  work 
with  your  money. 

Fast  coming  in.  Slow  going  out.  In  effective 
cash  management,  isn't  that  what  it's  all  about? 

Put  our  team  to  work  for  you  soon.  Just  call 
Bob  Schmidt,  Cash  Management  Division,  at 
(314)  342-6611. 


First  National  Bank 
in  StLouis 


TH(  CCXXfCTOR 


THI   OlMUDtlM 


Member  H>" 


We  put  time  on  your  side. 
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big  in  most  companies  that  the  pro- 
ceeds to  liquidate  it  cannot  be  gen- 
erated internally.  Not  over  a  reason- 
able period  of  time,  anyway.  Where 
else  does  it  come  from?  The  equity 
market.  So  with  gay  abandon  we 
served  as  bridges  to  the  equity  mar- 
kets. We  and  the  borrowers  talked 
each  other  into  saying  it's  a  good  bet 
rates  will  go  down.  We'll  bridge  for 
six  months,  and  sure  enough  there 
will  be  a  market  there  and  that'll  bail 
us  out.  Well,  it  never  reemerged. 
There's  no  capital  market  out  there. 
And  the  odds  of  its  reemerging  in  any 
strength  at  all  look  pretty  remote 
when  the  Treasury  is  going  to  stuff 
about  $50  billion  in  refunding  down 
our  throats.  There  just  isn't  that  much 
money  in  the  economy.  We  only  gen- 
erate about  $100  billion  in  new  mon- 
ey every  year  normally. 

So  as  a  result  the  banks  got  stuck 
having  to  roll  over  a  lot  of  long- 
term  loans.  .  .  . 

Weir:  Oh,  the  banks  are  up  to  here 
now  on  term  loans!  I  don't  think  there's 
a  major  bank  in  the  country  that 
doesn't  have  a  bad  case  of  constipa- 
tion in  its  commercial  loan  portfolio, 
largely  attributable  to  our  willingness 
at  the  time— 20/20  hindsight  is  won- 
derful—to take  on  a  hell  of  a  lot  of 
loans  that  never  belonged  in  the  banks 
in  the  first  place.  The  working  capital 
loans  that  turned  into  term  loans  that 
turned  into  revolvers  and  bullets  and 
caps  and  all  this  other  Mickey  Mous- 
erie— all  the  same  thing.  We've  got  a 
nomenclature  a  mile  long,  but  it's  all 
the  same  thing.  The  fact  is  a  lot  of 
them— if  the  capital  markets  don't  re- 
appear—are going  to  be  dangerous- 
ly close  to  being  preferred  stock,  and 
not  loans  at  all.  I  mean  all  we  do  is 
collect  the  interest.  We  really  have 
an  equity  position  in  the  absence  of 
someone  to  fund  us  out  of  it.  And 
our  job  is  supposed  to  be  to  provide 
short-term  credit. 

At  some  point  then  that  means  you 
refuse  to  roll  over  someone's  line  of 
credit. 

Weir:  No  it  doesn't.  Because  the  only 
other  choice  is  so  odious.  To  force  a 
company  into  liquidation.  We're  not 
getting  trigger  happy  on  a  thing  like 
that.  It  can  have  a  domino  effect.  A 
good  example  is  the  REITs  right 
now.  Nobody  wants  to  be  the  person 
to  shoot  the  horse  because  the  whole 
herd  is  going  to  get  shot  down  if 
that  happens.  No,  I  think  banks  are 
breaking  their  behinds  to  keep  com- 
panies out  of  liquidation. 

You  let  them  borrow  too  much  in 


the  first  place  and  now  you're  stuck. 

Weir:  I  think  one  of  the  things  we 
lost  sight  of  was  what  double-digit 
prime  rates  were  going  to  do  to  our 
customers.  A  lot  of  companies  just 
didn't  have  sufficient  margins  to  stand 
the  impact  of  having  their  cost  of 
funds  doubled  in  one  year.  And  that's 
what  happened  to  a  lot  of  them. 

You  say  banks  are  trying  hard  to 
keep  companies  out  of  liquidation. 
Aren't  many  of  them  trying  even  hard- 
er to  get  out  of  some  of  these  bad 
loans? 

Weir:  The  degree  of  stick-to-itive- 
ness  in  a  credit  is  in  inverse  ratio  to 
your  participation.  It  only  takes  one 
dissenter  to  blow  the  whole  thing, 
so  banks  play  a  poker  game.  The  lit- 
tle guys  who  were  crying  for  partici- 
pations because  they  don't  have  the 
enterprise  to  go  out  and  make  loans 
themselves  when  things  were  good— 
they  were  always  rattling  the  chain 
of  the  big  banks,  "Sell  us  a  piece  of 
this.  Sell  us  a  piece  of  that."  So  they 
get  in.  The  little  bank  of  Hokeyville 
gets  a  million  dollars  of  a  $100-mil- 
lion  syndicated  credit.  All  of  a  sud- 
den the  thing  can't  pay  off.  It's  in 
trouble.  So  they  have  a  big  meeting 
of  all  the  creditor  banks,  which  in 
itself  is  enough  to  knock  the  company 


"Look  at  the  REITs.  Nobody 
wants  to  shoot  the  horse 
because  the  whole  herd 
might  get  shot  down. . . .' 
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into  bankruptcy,  but  they  do  it  very 
quietly.  The  big  creditors  say,  "We 
better  keep  the  company  alive,"  be- 
cause nobody  is  going  to  bail  them 
out.  But  the  little  guys  say,  "If  we 
drag  our  feet,  all  these  big  banks  can 
do  is  buy  us  out.  We're  a  nuisance." 
So  we  simply  call  their  bluff  and  say, 
"O.K.,  let's  all  go  down  the  tubes  to- 
gether." Because  that  bank  can't  af- 
ford to  lose  $1  million  any  more  than 
we  can  afford  to  lose  $20  million. 
That's  going  on  right  now  in  the 
REITs.  Now  that  counterbluff  of  ours 
used  to  work,  but  no  more— there's 
such  a  frequency  of  these  situations. 

How    does    The    Cleveland    Trust 
stand  on  REITs? 

Weir:  We've  got  about  a  $90-million 
exposure,  that  means  lines  outstand- 
ing. About  $86  million  of  that  is  in 
use,  of  which  about  $28  million  is  on 
a  nonaccrual  basis.  If  that  amount 
stays  on  nonaccrual  for  all  of   1975, 


we'll  forego  about  $1.5  million  in  pre- 
tax earnings,  which  isn't  much. 

Then  you  must  be  worrying  about 
a  lot  of  those  term  loans  going  bad. 
Your  provision  for  loan  losses  in- 
creased sharply.  .  .  . 

Weir:  We  had  our  examination  in 
the  first  quarter  of  this  year,  so  we've 
taken  our  bath  for  the  year.  We  went 
into  the  year  fat  on  loan-loss  reserves 
and  purged  ourselves  of  all  known 
loan  losses  in  February.  The  reason 
we  doubled  our  accrual  last  year  was 
simply  to  restore  in  a  reasonable  pe- 
riod of  time  our  loan-loss  reserve. 
So  we've  purged  the  thing,  but  yes 
—there  probably  are  going  to  be  some 
surprises  during  the  year. 

Evidently  The  Cleveland  Trust 
hasn't  been  hurt  by  stiffer  competi- 
tion from  the  money  center  banks. 

Weir:  The  dream  is  that  we'll  have 
interstate  banking  some  day,  and  this 
is  overdramatized  by  the  opening  of 
loan  production  offices  all  over  the 
country.  There's  a  theory  that  money 
center  banks  like  Citicorp,  Chase,  First 
Chicago  are  doing  this  all  over  the 
country.  They've  got  offices  right  here 
in  Cleveland.  In  a  way  I'm  glad  they're 
here  because  they're  a  catalyst  to  get 
us  off  our  duff.  The  theory  is  that 
they're  a  harbinger  of  branch  bank- 
ing, but  I  don't  agree  with  that. 
They're  expensive  and  they're  second- 
class  operations.  It  really  doesn't  serve 
Citicorp's  clientele  here  in  Cleveland 
to  send  out  a  guy  who  answers  the 
telephone  or  meets  airplanes  or  makes 
reservations  for  Wriston  or  whatever 
else  these  guys  do.  I  don't  see  that 
as  a  threat.  It's  a  stimulus. 

You  were  lucky  you  didn't  follow 
money  center  banks  overseas,  weren't 
you? 

Weir:  When  I  came  here  our  idea  of 
an  exciting  international  transaction 
was  to  sell  an  American  Express  let- 
ter of  credit.  In  a  year  and  a  half 
we've  gone  from  zip  to  $100  million 
overseas,  out  of  a  portfolio  of  around 
$2  billion.  Then  we  sort  of  put  the 
brakes  on.  Now  that's  way  out  of  pro- 
portion for  a  bank  our  size.  In  terms 
of  contribution  to  earnings  from 
abroad,  the  leader  is  Citicorp,  earn- 
ing something  like  64%.  BofA  is  al- 
most 40%.  In  our  case  it  amounts  to 
8%.  For  us,  it's  a  defensive  measure. 


FORBES,   JULY    1,    1975 


69 


Banking  1975 


We've  leaned  on  export  financing.  We 
don't  have  a  single  resident  physical 
premise  abroad.  We've  got  a  letter 
drop  in  Nassau,  but  who  doesn't?  We 
do  have  an  equity  investment  in  a 
European  bank,  but  we're  not  in  any 
consortia  nor  do  we  have  any  branch 
offices.  We  contemplate  from  time  to 
time  opening  representative  offices. 
But  the  thing  is  in  such  a  state  of 
flux  offshore  at  the  moment  that  we're 
in  a  holding  pattern.  We  have  no  for- 
eign exchange  trading  except  on  a 
custom  basis.  We  have  no  positions. 
We  don't  understand  the  arbitrage  of 
international  currencies,  and  we're 
happy  to  admit  it.  I  just  hope  that 
Wriston  is  right,  because  if  he's  wrong 
it  isn't  going  to  help  American  bank- 
ing. This  thing  of  really  making  a 
business  of  trading  in  currencies  and 
foreign  exchange  arbitrage.  .  .  . 

Your  trust  department  has  come 
in  for  an  unusual  amount  of  flak  in 
recent  years.  Not  only  can  it  vote  the 
control  block  of  Cleveland  Trust  stock, 
it  can  also  vote  the  control  block  of 
stock  of  a  major  cross  section  of 
Cleveland  industry. 

Weir:  Insofar  as  voting  our  own  stock 
is  concerned,  we  are  unique  in  having 
that  permissibility.  I  don't  really  know 
of  a  case  in  my  experience  where 
we've  had  to  do  that  in  order  to  sec- 
ond management's  recommendations, 
however.  I  can  see  where  someone 
could  make  an  allegation  that  it's 
management  perpetuating.  But  I  can't 
say  I'm  embarrassed  about  it.  I  really 
don't  give  a  damn  whether  I've  got 
it  or  not.  I  don't  have  a  contract 
with  the  bank  and  if  they  want  to 
fire  me,  I  guess  they  can.  As  for  the 
other  thing,  it's  in  the  hands  of  the 
Justice  Department,  although  that 
suit  is  virtually  resolved  in  our  favor. 

In  terms  of  performance,  your  trust 
department  does  rather  well. 

Weir:  I  think  on  balance  we're  at 
the  head  of  the  pack  in  terms  of  per- 
formance. There  was  growth  in  the 
face  of  our  having  to  increase  our 
fees.  A  trust  department  is  a  funny 
thing.  It  engages  in  the  hygiene  of 
maintaining  a  respectable  but  not- 
too-high  margin  of  profit.  It  raises 
its  rates  about  once  every  ten  years. 
Last  year  we  tackled  it.  It  was  trau- 
matic, but  we  managed  rather  well. 

What's  your  reaction  to  all  this  talk 
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lately  of  the  conflict  of  interests  im- 
plicit in  bank  trust  departments? 

Weir:  It's  kind  of  cooled  off.  About 
a  year  and  a  half  ago  it  was  a  major 
concern  while  [Senator  William] 
Proxmire  was  still  in  the  saddle  mak- 
ing a  lot  of  noise.  Some  banks  were 
going  to  the  extent  of  examining  the 
feasibility  of  spinning  off  their  trust 
departments  as  separate  entities.  Some 
even  went  so  far  as  to  get  them  linder 
separate  roofs  to  remove  all  vestiges 
of  commercial  banking.  No  tellers. 
They  looked  like  law  offices.  I  think 
Morgan  Guaranty  did  this  in  New 
York.  It's  cosmetic  and  maybe  worth- 
while.  We  have  taken   steps,   as  I'm 


"We  forgot  a  lot  of  the 
fundamentals.  It  was  this 
preoccupation  with  giving 
the  market  a  thrill  a  minute/ 


sure  every  other  bank  has,  to  sep- 
arate business  judgments  between  the 
two.  A  Church  and  State  sort  of 
thing.  We've  done  a  lot  of  things  to 
make  us  look  good. 

I'm  sure  the  issue  will  arise  again 
on  the  part  of  We,  the  People,  that 
you  separate  trust  departments  from 
banks.  Then  you'll  see  all  the  trust  de- 
partments disappear  because  they 
won't  have  the  gray  eminence  of  the 
banks  standing  .behind  them  and  mak- 
ing them  perpetual.  You  get  into  this 
dichotomy  of  do  you  give  credit  to 
the  trust  department  for  the  balances 
it  generates  in  terms  of  in-house  cost 
accounting?  Is  there  a  general  and 
administrative  cost  assessment  against 
the  commercial  side  of  the  bank  for 
the  "enormous  deposits"  the  trust  de- 
partment keeps  in  the  bank?  The 
"locked  in  funds"?  Well,  the  fact  is  no 
trust  department  in  its  right  mind  is 
going  to  leave  money  lying  around  in 
a  checking  account  today.  .  .  . 

Speaking  of  having  money  lying 
around,  The  Cleveland  Trust  is  still 
underutilizing  its  cash  assets,  wouldn't 
you  say? 

Weir:  You  know,  when  I  went 
through  my  first  analysts'  encounters 
they  asked,  "What  are  you  going  to  do 
with  all  this  capital?"  And  I  said 
"Well,  I'm  just  going  to  sit  here  and 
look  at  it...  and  grin."  At  BanCal 
Tri-State  we  were  living  from  hand  to 
mouth  on  capital  adequacy.  I  went 
from  one  extreme  to  the  other.  Well, 
I  soon  became  aware  that  capital  was 
probably  underutilized  here,  and  we 
have  leveraged  the  bank— borrowed 
mor«  Fed  funds,  sold  more  CDs.  The 


loan /deposit  ratio,  if  that's  a  valid 
measure,  has  gone  up.  And  the  liquid- 
ity of  the  bank  has  gone  down.  I'm 
sure  some  shareholders  and  analysts 
would  say,  "That's  good  for  a  start, 
but  when  are  you  really  going  to  get 
in  there  and  swing?" 

Right  now  this  capital  adequacy  is 
a  virtue.  Maybe  in  the  last  analysis, 
if  there's  some  gigantic  debacle,  we'll 
only  be  open  15  minutes  longer  than 
the  bank  across  the  street,  but  it  looks 
pretty  good  right  now  and  we're  not 
going  to  abuse  it.  It's  particularly 
favorable  now  when  we're  acquiring 
banks  and  happily  not  paying  100% 
over  book  for  them,  which  we  might 
have  been  inclined  to  do  had  we  been 
licensed  to  do  it  three  or  four  years 
ago.  Having  the  cash,  we  don't  have 
to  Mickey  Mouse  around  with  pre- 
ferred stock  and  debentures  and  pay- 
ing a  long-term  trade  off  by  not  being 
able  to  pay  cash. 

You  can't  talk  to  a  bank  presidt  nt 
without  asking  him  what  he  sees  in 
the  future.  What  lies  ahead,  as  you 
see  it? 

Weir:  Thirty  days  ago  it  was  hard 
to  find  anyone  who  wasn't  very  cyni- 
cal. Now  all  of  a  sudden,  with  some 
valid  rationale,  there  are  some  blue- 
birds hopping  around  out  there.  The 
prospects  of  the  economy  vacillate  so 
wildly.  .  .  .  Personally  I'm  still  a  little 
bit  skeptical.  I  don't  think  we're  half 
way  home  on  exhausting  our  surplus 
inventories.  Of  course,  we  may  get 
there  sooner  than  I  think  because 
of  obsolescence  in  these  inventories. 
I  don't  see  a  major  turnaround  in  un- 
employment. The  automobile  picture 
hangs  on  long-term  remedies.  We 
have  undergone  a  catharsis  that  just 
might  be  sufficient  to  get  us  back  on 
kind  of  a  recovery  track,  but  it  isn't 
going  to  be  as  dramatic  a  recovery 
as  the  politicians  say. 

Because    of     the     financing   of    the 

I  ederal  deficit 

Willi:    This    is    the   big   spec  lei    on    the' 
horizon,   in   m\    mind.  The-  logical   t.n 
get  for  absorption  of  the  federal  debt 
is     the     commercial     banking     system. 

The  trouble  is  there  Isn't  thai   much 

liquidity    in    the    s\slem     right     now. 
Unless  (lie  Treasurj  wants  t<>  star!  the 
printing  presses,  and  il  the)   do  you 
going     to     see     double-digit     inflation 

again.  That  could  give  lis  a  real  toll 

er  coaster   ride.    Instead   ol    a    nast\ 

cession,  we  could  have  the  real  thii 

What's  your  bet  on  that 
Willi:     It's    worth    jnsl    what     it    costs 

you  to  In. n  it,  Nothingl  ■ 
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"Can  I  create  a  company 
out  of  this  rat's  nest?" 

Penn  Central,  Equity  Funding, 
American  Export  Industries,  W.T. 
Grant— when  loan  officers  from  the 
Citibank  of  New  York  make  bad  loans 
like  those,  the  man  they  turn  to  for 
help  is  John  Ingraham,  vice  president, 
credit  policy  supervision. 

Ingraham  is  a  "workout  man"  in 
charge  of  salvaging  whatever  can  be 
salvaged  from  bad  loans  of  major  pro- 
portions. How  did  John  Ingraham  be- 
come Citibank's  Jude,  the  patron  saint 
of  hopeless  cases?  Simple.  He  former- 
ly was  the  transportation  loan  officer 
for  Citibank.  He  made  the  last  Citi- 
bank loans  to  Penn  Central.  For  his 
sins— and  because  of  his  knowledge  of 
that  situation— Ingraham  labors  in 
this  underworld. 

Ingraham  deals  mostly  with  very 
big  situations.  There  is  an  important 
difference,  he  feels,  between  a  big 
bad  loan  and  a  small  bad  loan.  And 
not  just  because  one  is  more  painful 
than  the  other. 

"About  80%  of  most  troubled  cor- 
porate credits  are  small,"  says  Ingra- 
ham. "In  the  smaller  corporation, 
sometimes  the  smartest  thing  you 
can   do  is   to   get  a  prompt  liquida- 


tion before  your  assets  deteriorate. 
It  takes  very  little  time  for  a  small 
corporation  with  $50  million  to  $100 
million  or  less  in  sales  to  go  down- 
hill. All  of  a  sudden,  you're  out  of 
cash,  your  internal  controls  go  hay- 
wire and  the  inventory  is  stale.  And 
many  manufacturers  below  a  certain 
size  don't  have  the  ability  to  live  off 
their  assets  by  selling  them." 

Big  situations  are  different.  For 
one  thing,  you  can't  simply  liquidate 
them.  For  that  reason,  actually  forc- 
ing a  major  corporation  into  formal 
bankruptcy  proceedings  is  inefficient. 
"Let  me  tell  you,"  says  Ingraham,  with 
a  weary  chuckle,  "the  more  you  go 
through  these  large  bankruptcy  pro- 
ceedings, the  more  interested  you  be- 
come in  trying  to  solve  a  company's 
problems  before  they  get  into  Chapter 
10  or  Chapter  11.  Of  course,  if  there's 
gross  dishonesty  or  total  incompe- 
tence of  management  or  if  the  cred- 
itors are  not  willing  to  work  amicably 
in  an  out-of-court  framework  to  try 
to  solve  the  company's  problems,  you 
may  have  to  go  to  formal  bankruptcy. 
But  you'd  certainly  prefer  not  to.  Gen- 
erally, it's  just  lack  of  cash  that  drives 
a  company  into  Chapter  11.  The 
creditors  want  to  get  paid  and  they're 
unwilling  to  roll  over  their  notes.  So 
•  when    I    sit    down    with    a    company 


Ingraham  of  Citibank 


that's  having  its  problems,  my  first 
question  is:  How  much  time  do  I 
have?  Are  we  talking  about  a  compa- 
ny that  can't  meet  Friday's  payroll? 
Or  do  I  have  four,  five,  maybe  six 
weeks?  You  work  around  the  clock 
until  you  answer  that  question." 

When  a  company  gets  in  this  con- 
dition, out  the  window  go  all  the 
fancy  bookkeeping  concepts:  "It's  just 
a  basic  'How  much  cash  is  coming  in 
versus  how  much  cash  is  going  out.' 

"It's  a  very  simple  analysis,  but 
sometimes  it's  not  done.  In  my  ex- 
perience, the  bigger  the  corporation, 
the  more  they  lose  sight  of  that  sim- 
plified thinking.  They're  often  looking 
at  sophisticated  accrual  accounting 
and  I'm  looking  at  cash  accounting. 
In  some  cases  they're  losing  a  lot  of 
money  in  certain  divisions.  O.K.  How 
can  that  cash  drain  be  stopped,  or 
at  least  isolated  from  the  rest  of  the 
corporation?  Is  there  any  way  that 
big  maturities  coming  due  can  be 
rolled  over  for  30  days?" 

That,  of  course,  is  little  more  than 
first  aid.  Stop  the  bleeding.  The  next 
step,  if  time  permits,  is  to  confer  with 
other  creditors  on  how  best  to  pro- 
ceed with  major  surgery.  Such  con- 
ferences frequently  resemble  high- 
stakes  poker  with  smaller  creditors 
trying  to  force  larger  creditors  to  buy 
them  out. 

"They  have  their  exciting  moments, 
these  negotiations,"  Ingraham  ob- 
serves drily.  "In  my  experience,  two 
of  the  rules  of  a  workout  are:  One, 
nobody  gets  bought  out,  and  two, 
nobody  gets  a  better  deal  than  any- 
body else.  My  view  is  if  anybody  is 
fool  enough  to  buy  somebody  else 
out,  I'll  put  my  notes  on  the  table 
and  he  can  buy  me  out  too!" 

Once  the  bleeding  is  stopped 
and  the  creditors  lined  up,  says 
Ingraham:   "You  say  to  yourself, 

'Can  I  create  a  company  out  of 
this  rat's  nest  from  which  one  can 
make  some  money?'  Then  it's  a  ques- 
tion of  how  you  adjust  the  various 
claimant  groups." 

In  Equity  Funding,  for  example, 
Citibank  and  its  fellow  creditors  are 
convinced  that  two  insurance  subsid- 
iaries, Bankers  National  Life  and 
Northern  Life,  are  fundamentally  via- 
ble   operations    once    the    fraudulent 
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THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one  of 
America's  well  known  diamond  cutters. 
Pay  only  actual  market  price.  We  refund 
all  monies  unless  your  own  appraisal 
shows  value  %  to  V2  higher. 

OVER  5,000  STYLES  $100.  to  $100,000 
Send  for  FREE  92-page  Catalog! 


EMPIRE  DIAMOND  CORP.,  Dept.  46,  66th  fl. 
Empire  State  Bldg.,  New  York,  N.Y.  10001 

Name 

Address Zip 


Rugged  and  handsome  cases  in  red  and 
black  with  title  embossed  in  gold.  Prices: 
$4.25  each,  3  for  $12,  6  for  $22.  Send  check 
to:  Jesse  Jones  Box  Corp.,  Dept.  FB,  P.O. 
Box  5120,  Phila.,  Pa.  19141.  Please  allow  3 
to  4  weeks  for  delivery. 


FREE  APPRAISAL  of 

SCOTCH   WHISKY 

Holdings 

If  you  have  Scotch  Whisky  and  would 
like  to  sell,  we  may  have  buyers.  Tell  us 
the  year,  distillery,  and  quantity  and  you 
will  receive  a  prompt  written  reply. 

ACCRUED  EQUITIES,  Inc.  (since  1954) 

Write  F.P.S.  Schoenwald 

122  East  42nd  St.,  N.Y.  10017 

(212)  MO  1-3595 


BEAT  THE  .  i^/\ 

DICE  TABLES  *  t.e 

Make  Dough  .  .  .  Like  a  "PRO"  -    tLfJ 
in  all  Legalized  Casinos  / , 

Double- Your  -Money- Back-Guar 21  tee! 

Place  only  5  bets.  All  numbers  are  in  your  favor, 

including  7  ...  2,  3,  4,  5,  6,  7,  8,  9,  10,  11,  12. 

You  win  every  roll!— Free  details 

M.  C.  C0RBIN  CO.,  Dept.  F0-7 

P.O.  Box  869,  Radio  City  Station,  N.Y.  10019  _ 


policies  are  stripped  away.  So  the 
latest  plan  of  reorganization  calls  for 
the  unsecured  creditors  taking  com- 
mon stock  in  the  surviving  corpora-  < 
Hon  and  the  other  creditors  taking 
income  notes. 

"In  our  case,"  Ingraham  explains, 
"we  had  $50  million  worth  of  notes. 
You  attach  their  [compensating]  bal- 
ances and  reduce  the  loan  from  $50 
million  to  $42  million;  sell  other  as- 
sets not  needed  for  the  ongoing  in- 
surance operations  and  reduce  that 
by  another  $28  million,  and  then  take 
the  rest  in  income  debentures." 

Given  time,  the  lenders  can  fre- 
quently reduce  their  potential  losses 
by  a  substantial  amount.  Ingraham 
began  working  on  an  out-of-court  re- 
organization of  American  Export  in 
early  1972  and  has  since  recovered 
all  but  $5  million  of  the  $60  million 
owed  through  debt  restructuring,  sale 
of  assets  and  cash  flows. 

Of  course,  not  all  loans  will  work 
out  as  well  as  American  Export.  The 
real  estate  investment  trusts,  for  ex- 
ample, remain  a  serious  worry.  But 
few  big  loans  are  ever  a  dead  loss. 
Take  Penn  Central. 

The  bankruptcy  has  dragged  on 
for  five  years  and  no  end  is  yet  in 
sight,  but  the  creditors  have  reason 
to  hope.  "You  have,"  says  Ingraham, 
"a  number  of  fundamental  collision 
courses  going  on  right  now  between 
the  rights  of  the  creditors  and  the 
rights  of  public  interest.  Public  inter- 
est has  refused  to  let  the  Penn  Cen- 
tral stop,  and  over  the  past  five  years 
the  seven  little  Penn  Centrals  of  this 
new  Conrail  have  continued  to  run, 
even  though  they've  lost  $1.8  billion. 
However,  you've  had  the  Supreme 
Court  decision  of  Dec.  16,  which  in- 
dicated that  the  creditors  in  the  Penn 
Central  case  do  have  a  right  to  be 
paid  in  a  form  of  security  equal  to 
the  value  of  the  assets.  [These  val- 
ues range  from  $2  billion  to  $14  bil- 
lion.] This  could  be  a  very  important, 
far-reaching  decision." 

If  the  Penn  Central  were  to  stop, 
it  would  hit  the  U.S.  gross  national 
product  for  about  $70  billion  within 
just  a  few  months,  according  to  Citi- 
bank studies,  and  cause  major  disrup- 
tions in  the  midst  of  the  worst  reces- 
sion since  World  War  II.  So  the  credi- 
tors and  the  Government  must  move 
directly  to  major  surgery— once  they 
all  decide  on  how  to  proceed.  And, 
more  difficult,  they  must  perform 
that   surgery   without   disturbing   the 


patient's  ability  to  continue  working. 

As  the  lead  bank  trying  to  keep  53 
other  banks  in  line  with  a  combined 
$300  million  in  secured  loans,  plus 
$85  million  in  unsecured  debt,  not  to 
mention  agency  positions  for  a  lot  of 
smaller  equipment  investors,  Citibank 
—with  $63  million  of  its  own  on  the 
line— has  taken  the  lead  in  working 
out  a  settlement. 

By  1972  Ingraham  had  persuaded 
the  banks  to  swap  their  debt  for  com- 
mon stock  in  a  solvent  subsidiary  with 
valuable  assets— the  Pennsylvania  Co. 
The  lenders  even  agreed  to  advance 
another  $150  million  in  equipment  fi- 
nancing to  keep  the  road  in  business. 
But  the  court  subsequently  rejected 
this  (without  prejudice)  because  no 
income-producing  entity  existed. 

After  years  of  advancing  what  In- 
graham calls  "Band-Aid  money"  to 
the  Penn  Central  estate,  the  Federal 
Government  finally  proposed  setting 
up  a  government  entity,  Conrail,  to 
take  over  the  rail  assets  of  Penn  Cen- 
tral. Ingraham  studied  the  proposal 
closely.  Not  viable,  he  concluded. 
"We  put  together  a  task  force  of  12 
people  and  ran  over  40  projections  on 
the  Conrail  numbers,"  he  goes  on. 
"Our  earnings  projections  indicate 
that  the  way  the  Government  pro- 
poses to  finance  this  thing,  with  debt, 
that  the  margin  of  safety  is  so  razor- 
thin,  that  one  small  change  in  any  one 
assumption  and  this  thing  w  ill  run  out 
of  cash.  It's  very  clear  it  needs  a  mini- 
mum of  $2.8  billion  in  government 
equity  money  to  stay  alive." 

Congressional  Consideration 

Congress  is  pondering  Ingraham's 
analysis  right  now,  as  well  as  an  imag- 
inative eight-year  debt  repayment 
scheme  cooked  up  by  the  insurance 
company  creditors  under  the  lead  <>! 
Equitable's  Richard  Dicker-  the  effect 
of  which  would  be  to  defer  repay- 
ment for  eight  years  while  still  retain 
ing  a  government  guaranteed  mini- 
mum   repayment.    Such    a    proposal 

probably  wouldn't  mean  100  cents  on 
the  dollar  to  creditors  but  it  would 
mean  a  good  deal. 

Aftei  five  dying  years  ol  Penn  Cen 

tral  bankruptcy  proceedings,  does  |ohn 
Ingraham  feel  Citibank  should  have 
seen  the  problem  before  the  compan) 
went  under?  That  it  should  have 
spoken  up  sooner?  "The  roots  ol  the 
problem  go  back  at  least  to  the  earl) 
50s,"  he  replies.  "I  don't  think  anyone 
really  understood  the  fundamental 
changes  that  were  taking  place.  One 
needs  to  be  a  bit  ol  an  historian.  .  .  ." 
The  loan  oflicei  as  historian?  That's 

asking  a  great  dial,  but  the  fact  is 
that  no  loans  look  bad  at  the  time 
they  are  made.  II  thej  did  the} 
would  not  be  made.  ■ 
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Will  the  world  run  out  of  water? 


Hardly.  But  it  would  be  pretty  difficult  to 
convince  some  people  in  the  world  that  this 
isn't  happening  now.  For  one  thing,  water  is 
a  non-renewable  resource.  The  seemingly 
insatiable  demand  for  it  is  increasing  at  a 
rapid  pace.  In  certain  areas  pollution  control 
continues  to  require  attention  and 
development. 

What  is  being  done  about  the  problem? 

Many  things.  Industries  are  spending  vast 
sums  of  money  to  recycle  water  and  clean 
up  the  effluent.  Cities  are  concerning  them- 
selves more  about  sewage  treatment. 
Desalination  plants  are  being  constructed  in 
many  countries.  Governments  at  all  levels 
have  continuous  monitoring  procedures. 


Where  does  Canada  stand? 

It  has  been  estimated  that  Canada  has 
one-third  of  the  world's  fresh  water  supply. 
That  doesn't  mean  we  cart  abuse  the 
judicious  use  of  this  most  important  resource. 
Everyone  must  consciously  protect  all 
sources  so  we  can  continue  to  expand  our 
industrial  and  recreational  use  of  water. 

Where  does  Scotiabank  fit  the  picture? 

Conservation  and  protection  of  our  environ- 
ment necessitates  the  expenditure  of  large 
sums  of  money.  Scotiabank,  with  more  than 
900  Canadian  branches,  15  billion  dollars  in 
assets  and  representation  in  38  countries  of 
the  world,  is  ready  to  aid  in  environmental 
projects  or  any  industrial  project  which 
requires  financing. 

If  you  have  a  project  in  mind,  anywhere  in 
the  world,  come  and  discuss  it  with  us.  We 
have  offices  in  Chicago,  Houston,  Los 
Angeles,  New  York  and  San  Francisco. 
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The  Bank  of  Nova  Scotia 

GENERAL  OFFICE  44  KING  STREET  WEST.  TORONTO.  ONTARIO   CANADA 


Antigua.  Argentina.  Bahamas.  Barbados.  Belgium.  Belize.  Bermuda.  Brazil.  Canada.  Cayman  Islands.  Channel  Islands.  Dominican  Republic,  Germany,  Greece. 
Grenada.  Guyana.  Haiti.  Hong  Kong.  Indonesia,  Ireland.  Jamaica.  Japan.  Lebanon,  Malaysia,  Mexico,  Netherlands.  Netherlands  Antilles.  Norway,  Panama,  Philippines. 
Puerto  Rico.  Singapore.  St   Lucia.  Trinidad  and  Tobago.  United  Kingdom.  United  States.  Virgin  Islands  (Br).  Virgin  Islands  (U.S.). 


Facts  for  your  portfolio  on 


FERRO' 


Chemical  specialties 
help  Ferros 

growth  performanca 


•  In  1974,  Ferro  achieved  record  consolidated  net  sales  of  $322.3 
million  and  record  earnings  of  $17.7  million. 

•  During  the  past  ten  years,  Ferro  has  had  an  average  annual 
compounded  growth  rate  of  13.4%. .  .earnings  have  grown 
in  excess  of  16.8%. 

•  During  the  first  quarter  of  1975,  Ferro's  consolidated  net  sales 
were  $76.0  million ...  a  7.2%  increase  over  1974. 

•  First  quarter  earnings  per  share  declined  22%... this  was  due 
principally  to  the  inability  to  gain  authorization  from  certain 
regulatory  agencies  abroad  to  obtain  the  price  increases 
necessary  to  offset  rising  manufacturing  costs.  However,  some 
relief  in  pricing  was  granted  late  in  the  quarter. 


Ferro's  chemical  specialties  include  porous  ceramic  shapes  foi 
aeration,  filtration  and  diffusion  of  many  types  of  gases  and  liquids. 

Ferro  produces  specialty  materials  for  the  plastics,  ceramics  and 
chemical  industries  in  17  countries  throughout  the  world.  In 
1974  Ferro  achieved  record  earnings  of  $4.03  per  share. 

For  a  copy  of  our  1974  Annual  Report  write:  Dcpt.F-0701, 
One  Erieview  Plaza,  Cleveland,  Ohio  44114. 
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Careful  Now 

An  able  young  banker 
explains  why  he's  not 
optimistic  about  1976. 

The  optimists— the  people  who  be- 
lieve in  looking  at  the  doughnut  and 
not  at  the  hole— say  not  to  worry 
about  the  banks.  The  economy  is  go- 
ing to  pick  up  and  that  will  bail  the 
banks  out  of  their  bad  loans. 

Clarence  "Cedge"  Barksdale  isn't 
one  of  these  optimists.  The  able,  artic- 
ulate chief  executive  of  First  Nation- 
al of  St.  Louis  doesn't  see  a  big  pick- 
up coming.  "I  don't  think  we  are  go- 
ing to  see  a  sharp  economic  turn- 
around at  all,  basically.  I  think  we'll 
be  on  a  plateau  for  three  or  four 
years.  If  I'm  right,  then  our  earnings 
growth  can't  hold  up  and  neither  can 
our  deposit  or  asset  growth." 

The  reason  there  can't  be  a  major 
pickup,  he  feels,  is  that  the  banks  arc 
in  no  shape  to  finance  one.  For  one 
thing,  the  regulators  won't  let  them. 
"They're  critical  of  banks  all  over  the 
country,"  he  complains.  "Cut  back 
your  loans,  they  tell  us.  Don't  expand 
your  base.  And  so  I  say  if  that's  the 
case,  and  if  there's  no  equity  market 
and  no  debt  market,  then  who  the 
hell  is  going  to  finance  the  economy  il 
we're  going  to  get  off  this  plateau?  | 
It  isn't  going  to  be  the  banks!'" 

Hut  loan  demand  has  been  soften- 
ing  lately,    hasn't    it?   Barksdale   grins. 

Not   that  much,  not  that   much.  Our  U 
tnrndowns    are    almost    all    lor    expan- 
sion.   Hanks    are    turning    down    a    far 
greater  percentage  of  these  loans,  and 
these  arc  perfectly  good  credits." 

What  if  the  Federal  Reserve 
switched  its  restrictive  policies?  "I 
think  its  probably  too  late,"  snaps 
Barksdale.  "There's  been  enough  re-| 
trenchinent  by  banks  and  enough  re 
thinking  of  plans  to  set  this  [slow 
pickup  scenario]  in  motion.  Ever) 
board  of  directors  in  the  count  I")  has 
been  through  it,  and  when  the)  gej 
nervous,  we  gel  nervous.  You  don 
see  a  lot  of  expansion  going  on." 

\nd    the   banks   are   going   to   stiller 
along  with  everyone  else.  "Most  bank- 
ers  agree   that    the   problems   arc    real 
ly   going  to  show    up  in  our  loan   port 

folios    next    year,"    he    sa\s    "] 

about   the  REITs,  w  liich  are  a  spe<  id 
I  in  talking  about  industrial  com 

panics  in  trouble  and  real  estate  that! 
in  trouble."  The  econom)  jusl  ism 

ing  to  bail  oul  (hose  loans.  Barksdalt 
feels,  and  so  the  hanks  will  ha\  v  t< 
bite    die    bullet.    The)     won't    be    ahl< 

lo  go  on  pretending  dial  had  loarq 
are    just    teniporarih    troubled   ones     ■ 
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Could  an  American 

perfume  manufacturer  enjoy 

the  sweet  smell  of  success 

in  France? 


He  very  well  might. 

In  1973,  France  imported  close  to  $1  million  worth 
jf  American  perfumes  and  the  market  is  healthy. 

TIME's  Research  and   Marketing  Department  col- 
lects information  on  international  marketing  patterns 
m  many  important  categories  and  many  countries. 

This  group  is  glad  to  collaborate  with  your  own 
marketing  people  to  help  find  ways  to  move  your 
products  through  the  markets  of  the  world  with 

TIME 


greater  ease  and,  even  more  important,  greater  profits. 

And  we  can,  of  course,  tell  you  how  to  best  use  the 
international  editions  of  TIME.  Whether  you  want  to 
reach  a  continent,  a  region  or  a  single  country, 
chances  are  good  that  some  combination  of  TIME's 
108  editions  will  be  right  for  you. 

Next  time  you're  drawing  up  your  multinational 
marketing  strategy,  why  not  call  in  TIME?  Together, 
we  should  be  able  to  sniff  out  where  the  money  is. 


For  multinational  marketing 
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Worldwide  manufacturing 

to  meet  your  pump  needs  locally. 

Something  you  might  expect  from  the  world's  largest  pump  company. 


We  admit  that  small  companies  are  great  to 
deal  with.  You  call— they  jump. 

Responsive,  yes.  But  small  companies  can't 
give  you  the  advantages  of  big-company  R&D.  Or 
big-company  experience.  And  you  can't  count  on 
total  customer  service  anywhere  in  the  world,  or 
expect  to  find  a  full  line  of  pumps  for  all  your 
needs  under  one  roof. 

With  Worthington  Pump  you  get  the  best  of 
both  worlds.  Because  we  meet  pump  needs 
locally  all  over  the  world  from  a  family  of  close-knit 
companies  in  13  countries,  you  get  all  the  advan- 
tages of  local  attention.  But  because  our  manu- 
facturing facilities  pool  their  knowledge  and 
benefit  equally  from  our  full-scale  R&D,  you're 
assured  of  the  most  advanced  pumps  that 
present-day  technology  can  create.  Small-com- 


pany responsiveness  with  big-company  benefits  — 
and  more.  Know-how  based  on  more  than  130 
years  of  Worthington  experience,  and  a  high  stan- 
dard of  product  reliability  that  you  can  count  on 
from  one  end  of  the  world  to  the  other. 

In  addition  to  worldwide  manufacturing,  we 
have  a  far-flung  network  of  sales  offices,  distribu- 
tors and  service  centers  that  are  on  call  in  every 
important  commercial  center  in  the  world.  So  next 
time  you  have  a  fluid-handling  problem,  talk  it 
over  with  your  local  Worthington  Pump  expert.  If 
he  can't  fill  your  needs  on  the  spot,  he'll  just  call 
on  the  Worthington  Pump  capability  in  the 
country  next  door. 

Worldwide  resources  to  meet  your  pump 
needs— locally.  Something  you  might  expect  from 
the  world's  largest  pump  company. 


WORTHINGTON  PUMP 


INC 


Argentina.  Austria,  Brazil.  Canada.  Colombia.  France.  Germany.  Italy.  Japan,  Mexico.  Spain.  United  Kingdom.  U.S.A. 


The  Loan  Officers 


Morning  after  at  Citizens  &  Southern. 


Banking  1975 


"It's  a  Wonderful  World!"  All  dur- 
ing the  late  Sixties  that  cheery  greet- 
ing hung  enshrined  over  the  entrance 
of  Chairman  Mills  Lane's  office  at  the 
Citizens  &  Southern  National  Bank  in 
Atlanta.  Lane  liked  the  phrase  so 
much  he  had  it  printed  in  silk  on  his 
neckties,  amid  cotton  bales  and  blaz- 
ing suns. 

Corporate  borrowers  and  New  York 
security  analysts  happily  made  the 
trek  to  Broad  Street  to  bask  in  Lane's 
sunny  optimism  and-,  if  they  were 
good,  to  get  one  of  his  famous  ties. 

Then  the  rains  came.  Loan  losses, 
triggered  by  the  collapse  of  Atlanta's 
real  estate  market,  cut  the  bank's 
earnings  on  its  $3-billion  assets  to 
$7.9  million  last  year— little  more 
than  one-third  of  the  $21.4  million 
earned  in  1971.  C&S  suffered  the 
sharpest  setback  of  any  bank  in  the 
Top  100. 

"Let's  face  it,"  says  Chairman  Rich- 
ard Kattel,  39,  who  took  over  from 
Lane  in  1973  and  does  not  share 
Lane's  taste  in  neckties,  "we  were 
overlending." 

Says  Peter  Isop,  a  genial  38-year- 
old  who  heads  the  corporate  banking 
division:  "We  had  a  lot  of  people  out 
there  lending  who  weren't  even  born 
until  1946.  The  last  couple  of  reces- 
sions hadn't  even  touched  Atlanta. 
You  couldn't  tell  them  that  things 
might  go  bad." 

But  isn't  that  precisely  what  bank 
management  is  supposed  to  do? 
Preach  prudence  to  overeager  young 
loan  officers? 

"Lending  authority  was  fairly  casu- 
al," Isop  replies.  That's  putting  it 
mildly:  Any  of  the  bank's  loan  of- 
ficers could  commit  the  bank  up  to 
its  $7.5  million  legal  limit.  And  here 
was  their  chairman  radiating  bound- 
less enthusiasm  about  the  prospects 
of  the  South. 

So  C&S  loan  officers  committed  the 
bank  heavily  to  the  region's  growth 
industries:  real  estate,  construction, 
hotels,  trucking  and  food  service  fran- 
chising. Alas,  these  industries  were 
hit  hardest,  first  by  the  energy  crisis, 
and  then  by  the  recession. 

Too  late,  C&S  loan  officers  discov- 
ered they  hadn't  done  their  homework 
on  those  loans.  "Let's  take  franchise 
restaurants,"  says  Patrick  Flynn,  33, 
a  loan  officer  who  works  for  Isop. 
"We  accepted  the  franchisor's  mar- 
ket research  at  face  value,  without 
getting  behind  the  data.  We  would 
have,  say,  looked  at  the  franchisor's 
[Securities    &    Exchange    Commission 


annual  form]  10K,  but  we  had  a  ten- 
dency not  to  do  a  thorough  analysis. 
.  .  .  We  assumed  they  were  in  busi- 
ness because  they  knew  what  they 
were  doing." 

Besides,  if  Flynn  and  his  cohorts 
had  started  asking  too  many  questions 
they  might  have  lost  that  loan  to  an- 
other bank. 

With  the  emphasis  so  heavily  on 
marketing,  C&S  loans  quickly  outdis- 
tanced the  deposit  base.  To  make  up 
the  difference  C&S  started  buying  vol- 
atile short-term  deposit  money  like 
"Fed  funds"  (money  banks  lend  to 
each  other  overnight)  and  one-,  two-, 
three-month  certificates  of  deposit 
from  large  corporate  and  individual 
depositors.  For  a  while,  it  was 
"cheap";  considering  the  fat  spreads 
C&S  was  getting  on,  say,  real  estate 
construction  and  development  loans. 

Then  came  the  crunch.  Last  year 
the  real  estate  market  collapsed  just 
as  interest  rates  for  Fed  funds  and 
CDs  soared.  Corporations,  in  an  un- 
easy and  rumor-filled  market,  worried 
about  leaving  their  cash  in  the  hands 
of  regional  banks  and  had  to  be  lured 
back   from   the   money   center   banks 


with  higher  interest  rates. 

To  be  fair,  C&S  had  sense  enough 
to  avoid  some  of  the  credit  traps  that 
snared  other  regional  banks.  The  bank 
stayed  out  of  speculating  in  foreign 
currencies,  kept  bond  trading  at  a 
minimum.  Its  exposure  in  real  estate 
investment  trusts  is  lower  than  at 
most  other  big  banks.  And  when 
W.T.  Grant  approached  Pete  Isop 
for  a  loan  a  couple  of  years  ago,  it 
got  a  fast  thumbs  down. 

Where  Citizens  &  Southern  blun- 
dered was  right  in  its  own  backyard 
—in  the  regional  industries  it  was  sup- 
posed to  know  best. 

But  that  won't  happen  again,  says 
Pete  Isop.  Now  commercial  lending 
authority  has  been  concentrated  in 
eleven  "regional  offices"  around  At- 
lanta, staffed  by  the  bank's  most  ex- 
perienced loan  officers.  Any  of  the 
bank's  64  metropolitan -area  branch 
managers  can  come  up  with  a  com- 
mercial loan  prospect.  But  they  must 
refer  the  customer  to  one  of  the  re- 
gional office  superlenders.  The  bank's 
account  officer  trainees  are  being 
taught  and  drilled  far  more  intensive- 
ly.   "There's    a    lot    more    on-the-job 


The  wonderful  world  former  Chairman  Mills  Lane  (inset)  of  Citizens  & 

Southern  kept  telling  everyone  about  doesn't  look  so  wonderful  now 
to  C&S  loan  officers  like  Patrick  Flynn  (left)  and  Peter  Isop  (right) 
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training,  besides  the  classroom  work," 
says  Pat  Flynn. 

And  a  lot  more  homework  is  done 
before  that  loan  is  approved,  adds 
Flynn.  "In  the  last  couple  of  years 
the  emphasis  in  servicing  an  account 
has  gone  from,  'What  other  services 
can  we  provide?'  to  'How  well  do  we 
understand  the  financial  structure  and 
the  risks?'  If  we  are  thinking  of  lend- 
ing to  a  franchisor,  we  want  to  see 
the  franchisor's  financial  statements, 
his  market  research  and  what  he's 
going  to  do  for  the  franchisee.  We 
want  to  make  sure  the  franchisee  has 
enough  of  his  own  money  in  the  res- 
taurant, and  we  go  behind  his  market 
research  data  with  our  own  people. 
For  example,  in  our  experience,  not 
everybody  is  a  good  site  selector. 
Now  we  use  some  of  the  models  we 
have  for  selecting  branch  sites.  If  the 
site  a  franchisee  has  selected  isn't  a 
good  bank  branch  site,  maybe  it 
wouldn't  be  a  good  spot  for  a  res- 
taurant either." 

What's  disturbing,  of  course,  is  that 
such  fundamental  questions  weren't 
raised  before  this. 

Once  Burned,  Twice  Shy 

Like  every  other  bank  in  the  coun- 
try, C&S  now  talks  of  lending  only  to 
the  very  best  credits.  "If  there  are 
seven  companies  in  an  industry,"  says 
'Isop,  "we  might  have  banked  four  of 
them.  Now  we  would  try  to  put  our 
money  with  the  best  two  or  three." 
Real  estate  has  been  de-emphasized. 
Now  20%  of  Citizen  &  Southern's  loan 
exposure,  it  will  be  reduced  to  be- 
tween 10%  and  12%. 

Kattel  is  also  trying  to  use  only 
the  most  stable  sources  for  C&S's 
short-term  funds.  "When  I  buy  mon- 
ey," he  says,  "I  want  to  buy  it  from 
the  people  we  do  business  with,  and 
reduce  our  dependence  on  the  nation- 
al money  market."  Right  now,  Kattel 
is  able  to  get  about  80%  of  C&S's 
bought  money  from  relatively  depend- 
able local  sources. 

As  a  further  hedge  against  getting 
squeezed  again  between  the  cost  of 
purchased  money  and  interest  in- 
come on  loans',  Isop  has  been  getting 
customers  to  accept  "variable  rate" 
loans,  for  which  interest  rates  and  due 
dates  can  be  changed  as  often  as  ev- 
ery day.  "We  did  a  lot  of  this  when 
interest  rates  were  going  down,  and 
we  haven't  lost  any  business  of  con- 
sequence so  far,"  he  says. 

"This  is  still  *the  best  bank  in  At- 
lanta, and  Atlanta  is  still  the  best 
town  in  the  South,"  Pat  Flynn  insists, 
but  without  Mills  Lane's  old  ebul- 
lience. Like  many  other  bankers,  the 
men  at  Citizens  &  Southern  have 
ed  that  bankers  aren't  selling 
s;  they  are  lending  money.   ■ 


In  Texas,  where  continued  growth  has 
now  made  us  the  third  most  populous  state 
and  where  the  economy  has  proven  to  be 
virtually  recession -proof,  we're  the  only  bank 
holding  company  with  four  major  banks  in 
four  major  markets:  Houston,  San  Antonio, 
Austin  and  Corpus  Christi*  That  fact  makes 
us  very  special*  So  if  you'd  like  to  get  into 
Texas,  get  into       ^^^^^^^ 
Federated  Capital  V^V Federated 
Corporation.  ^ Capital 

HBP 'Corporation 

A  Texas  multi-bank  holding  company 
P.O.  Box  500  /Houston  77001 1713  224-6392 
Deposits  in  excess  of  one  billion  dollars. 
NASDAQ  Symbol.FCPL 

Alamo  National  Bank  /San  Antonio  •  American  National  Bank  /Austin 
Capital  National  Bank  /Houston   •  Guaranty  State  Bank  /New  Braunfels 
State  National  Bank  /Corpus  Christi  •  West  Loop  National  Bank  /Houston 


LARGE  CASH  RETURN 

from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANDS 

•  •     •     •     • 

The  United  States  Department 
of  the  Interior  (Bureau  of  Land 
Management)  holds  non-com- 
petitive public  drawings  each 
month  to  afford  all  citizens  over 
the  age  of  21  years  an  equal 
opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by 
the  Federal  Government. 

A  $20.00  tax  deductible  filing  fee 
could  return  you  a  sum  exceeding 
$75,000.00  immediately,  plus  a  pro- 
duction payment  exceeding  one  mil- 
lion dollars  for  possible  future  in- 
come. 

•  •     •     •     • 

For  further  information  on  how  you 
can  intelligently  participate  in  the 
government  sponsored  program,  con- 
tact: 

MAX  M.  WILSON 

P.O.  Drawer  1978-FO 

Roswell,  New  Mexico  88201 

Area  Code  505-6230507 


SAVE  YOUR  ROOFS 
AND  MONEY! 


Rather  than  lay  off  valued  employees  and 
possibly  lose  them  forever,  let  them  do  your 
roofing  this  year  with  the  Randustrial®  Do- 
It-Yourself  Roof  Spray  Process.  We  supply 
the  know-how  and  equipment  at  no  charge. 
Your  men  do  the  work  and  achieve  profes- 
sional results.  Costly  contractors  are  elimina- 
ted. Inquire  today  for  full  details  and  your 
copy  of  our  new  64  page  1975  Roofing  and 
Maintenance  Catalog. 

□  Full  details  on  Roof  '.pray  Process 

□  FREE  64  page  Maintenance  Catalog 

NAME 

TITLE i 

COMPANY. 

ADDRESS 

CITY 


STATE.ZIP. 
TEL.  NO. 


(area  code) 


(number) 


Randustrial, 
orporation 

Sales  Offices  in  Principal  Cities 


13306  Union  Ave. /Cleveland,  Ohio  44120 
Phone:  (216)  283-0300 
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There  was  Congress  with  the  private 
pension  system  on  the  agenda,  and 
there  we  were,  handling  these  plans 
for  over  3,000,000  people. 

We  weren't  so  sure  we  ought  to  just 
stand  by  and  watch. 

Congress  wanted  to  know  why 
20,000  people  a  year  were  hurt  when 
their  companies  merged  or  folded.  And 
whether  pension  funds  had  been  used 
dishonestly.  And  why  some  plans  sim- 
ply didn't  give  workers  fair  treatment. 


m 


■*■» 


And  why  half  the  people  in  the  country 
had  no  pension  plan  at  all. 

But  most  private  pension  plans  hap- 
pen   to   work    beautifully,    and    we 
couldn't  see  legislating  open  heart  sur- 
gery for  a  patient  that  came  in  with  a 
headache.  The  cure  could  kill  you.  So 
we  spent  six  months  putting  together 
the  most  candid  study  of  pension  prob- 
lems ever  published  by  a  corporation. 
And  sent  this  to  all  535  members  of  the 
House  and  Senate. 


Ike  to  have 
our  business? 


■-U  :■■":.: 
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We  had  pretty  fixed  notions  for  every 
problem  there  was.  Vest  workers  faster. 
Oblige  companies  to  fund  their  plans 
sensibly.  Set  up  Federal  (not  State) 
standards.  Encourage  more  plans  with 
tax  deductions.  And  on  and  on:  six 
months'  work,  almost  sixty  years' 
experience. 

Congress,  of  course,  has  now  spoken. 
They  believe  in  the  private  pension  sys- 


tem and  also  set  up  stiffer  standards  to 
protect  workers.  We  cannot  say,  how- 
ever, that  they  saw  everything  the  way 
we  did.  In  fact,  there  are  aspects  of  the 
pension  reform  law  we  can  hardly  ap- 
plaud at  all. 

Still,  a  moment  in  social  history  had 
arrived  and  we  put  our  two  cents  in. 
There  are  a  lot  of  countries  where  you 
don't  get  to  do  that. 
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The  Arbitrage  Traders 

P-  .itits  of  100%— but  you'd  better  know  what  you  are  doing. 

the  arbitraging  of  U.S.  Treasury,  fed- 
eral agency  and  money-market  instru- 
ments. Instead  of  getting  burned, 
however,  National  City  hit  it  big. 
Very  big.  Last  year  securities  trading 
—most  of  which  is  arbitrage— account- 
ed for  18%  of  National  City's  pretax 
earnings  and  the  lion's  share  of  its 
16.2%  earnings  gain.  Indeed,  arbitrage 
trading  is  by  far  the  most  profitable 
area  of  the  bank  at  present. 

"You  don't  need  much  capital  to 
run  this  kind  of  operation,"  says  NC 
Vice  Chairman  Robert  B.  Blyth,  70. 
Had  National  City's  arbitrage  opera- 
tions been  incorporated  separately, 
Blyth  figures  it  might  have  required 
equity  capital  of  about  $3  million.  Ex- 
clusive of  overhead  (which  consists 
of  eight  people,  their  telephones  and 
office  space),  National  City's  arbi- 
trage operations  earned  over  twice 
that  pretax  last  year. 

Anything  that  profitable  just  has  to 
be  sudden-death  speculation,  doesn't 
it?  The  type  of  high-risk  gambling 
banks  have  no  business  engaging  in? 
"Oh,  not  at  all,"  replies  National  City's 
Vice  President  Michael  McMennamin, 


Banking  1975 


Over  lunch  recently  at  Manhattan's 
"21"  Club,  a  visiting  Swiss  banker 
was  bemoaning  the  excesses  of  U.S. 
banks.  So  many  of  them  had  rushed 
into  specialized  areas  they  knew  lit- 
tle about  and  gotten  burned,  he 
sighed.  Rather  sad,  actually. 

"Of  course,  there  are  exceptions," 
lie  remarked.  "You  are  familiar  with 
the  National  City  Bank  of  Cleveland?" 

Indeed  we  are.  For  a  medium- 
sized  (assets:  $2.7  billion)  regional 
bank  living  under  the  shadow  of  a 
more  powerful  local  competitor  (the 
Cleveland  Trust),  National  City's 
profitability  is  exceptional.  National 
City  Corp.'s  1.13%  return  on  average 
assets  is  unmatched  by  any  other  of 
the  top  50  U.S.  banks.  And  while 
some  banks  can  beat  its  15.5%  return 
on  equity,  National  City  achieved  that 
showing  without  a  dime  in  long-term 
debt  leverage.  Sweeter  still  are  the 
banks  low  net  loan  chargeoffs,  which 
are  running  at  just  one-third  of  the 
national  average. 

Like  other  banks,  National  City 
rushed  into  a  highly  specialized  area 
it  knew  little  about  several  years  ago: 


Vice  Chairman  Robert  Blyth  (left)  of  Cleveland's  National  City  is  one  of  the 
best  money  managers  in  banking.  His  expertise  won't  retire  with  him, 
though;  he  has  brought  along  younger  men  like  Michael  McMennamin  (right). 


30,  "we're  making  this  money  with 
very  conservative  market  plays." 

You  take  government  debt  issues 
that  are  about  to  mature,  he  ex- 
plains, and  you  buy  "undervalued" 
bonds,  sell  short  the  "overvalued" 
bonds,  and  then  just  match  the  matur- 
ities of  your  short  and  long  positions 
to  reduce  your  risk.  Nothing  to  it. 

Curiously,  few  other  commercial 
banks  attempt  such  arbitrage  at  all, 
leaving  that  to  Wall  Street  houses 
that  are  famous  for  it,  like  Goldman, 
Sachs.  And  probably  no  other  bank 
in  the  country  does  as  much  arbitrage 
as  National  City  of  Cleveland. 

But  how  do  you  know  when  a 
bond  is  "overvalued"? 

"O.K.  Suppose  an  institution  takes 
a  $100-million  position  in  a  govern- 
ment debt  issue,"  says  McMennamin. 
"And  let's  suppose  that  soon  after 
they  buy,  interest  rates  go  up  half  a 
percent.  Because  the  security  is  pay- 
ing interest  at  the  old  rate,  it's  not 
worth  as  much.  Now  maybe  the  gu\ 
who  bought  the  security  would  like 
to  sell  it,  but  his  management  won't 
let  him.  They  don't  want  to  take  the 
loss.  That  creates  an  artificiality  in 
the  marketplace,  an  artificiality  the 
arbitrage  trader  thrives  on.  We  say, 
'That  guy's  security  is  overvalued  and 
we're  going  to  sell  it  short.' ' 

So  McMennamin  borrows  the  mon- 
ey to  buy  that  bond  and  promptK 
sells  it.  In  effect,  he  is  betting  that 
his  judgment  about  the  relative  value 
of  the  securities  is  good.  Unlike  a  lot 
of  defrocked  Wall  Street  prophets, 
he's  not  betting  that  he  can  predict 
inflation,  interest  rates  or  any  other 
"big  picture"  trends.  If  the  institution 
finally  bites  (lie  bullet  and  takes  its 
loss,  that  will  onl\  depress  the  value 
of  the  bond  further  and  so  increase 
McMennamin's  profit. 

Of  course,  il  the  institution  had 
cut  its  losses  on  that  bond  the  mo- 
ment interest  rates  went  up.  then 
wouldn't  be  any  room  lor  arbitrage. 
So  you  might  say  McMennamin  is 
profiting  by  the  mistakes  of  others. 
Or,  if  you  are  inclined  to  be  chari- 
table, you  could  say  that  McMenna 
min's    activities    simply    help    restore 

realism  to  the  marketplace,  and  that 
his  trading  makes  the  market  more 
liquid. 

But  what  il  McMennamin  is  wrong? 
What  if  the  Federal    Reserve   Board 
eases  money    and   interesi   rates  tail? 
Well,  McMennamin  also  buys  anoth 
er  bond  ol  equivalent  value  thai  ma 
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I  know  about  money, 

more  than  I  know  about  soybean  meal 
or  convertible  debentures. 


Futures  trading  on  the  IMM  is  different.  It  offers  the 
same  pace,  excitement  and  challenge  as  commodity  trad- 
ing only  you  trade  things  you've  been  familiar  with  most 
of  your  life:  currencies,  gold,  silver  coins  and  copper. 

Our  gold  futures  contract  is  the  most  active  in  the  world 
and  our  foreign  currency  contracts  are  virtually  the 
only  way  private  individuals  can  participate  in  the 
foreign  exchange  market. 

So  the  International  Monetary  Market  is  attracting  a 


new  breed  of  financially  aggressive  people.  People  who 
are  willing  to  take  greater-than-average  risk  in  the  hope 
of  greater-than-average  gain.  People  who  don't  want  to 
wait  years  for  results.  Some  of  them  have  previously 
traded  commodities,  many  of  them  have  not. 

If  a  little  more  opportunity  for  your  money  appeals  to 
you,  you  owe  it  to  yourself  to  get  the  facts  about  IMM 
trading.  Your  broker  can  help — and  so  can  we.  Just 
send  us  the  coupon  for  our  free  information  kit. 


fX  N  AT,. 


<,  INTERNATIONAL  MONETARY  MARKET 


1 
o 


At*  Y    «* 


Name 


City 


OF  THE  CHICAGO  MERCANTILE  EXCHANGE 
444  West  Jackson  Blvd.,  Chicago,  Illinois  60606 

Gentlemen: 

Please  send  me  additional  information  and  bibliography  on 

your  various  futures  contracts. 

Address 


Dept.    3584 


Slate 


Zip 


The  world's  largest  public  monetary  market. 


-. 


Lots!  A  broad  line  of  fluid  and  pollution 
control  products  plus  steelmaking  put  Crane 
in  the  middle  of  today's  energy  picture. 

Take  a  petroleum  refinery  or  an  electric 
utility,  almost  anywhere  in  the  world,  and  you're 
likely  to  find  Crane  valves,  pumps  and  water  treatment  or 
pollution  control  equipment  at  work.  And  Crane  also 
supplies  the  casing  and  tubing  used  for 
exploration  and  drilling  by  oil  and  gas  producers. 

What's  Crane  up  to?  Sales  of  well  over 
$1  billion,  the  result  of  planned 
growth  in  areas  like  energy  with 
steel  and  fluid  and  pollution 
control  products. 


CRANE 


Crane  Co..  300  Park  Avenue 
New  York,  New  York  10022 


Fluid  &  Pollution  Control 

Steel 

Building  Products 

Aerospace  &  Aircraft  Products 


w 
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The  American  Bankers  Association, 

The  American  Marketing  Association, 

The  American  Society  of  Association  Executives, 

Hotpoint,GE,andGTE 

would  like  a  few  words  with  you  about 
Playboy  meetings: 


Our  evening  was  one  of  those  extraordinary  events  that  only 
happen  a  few  times  in  a  lifetime. 

The  American  Bankers  Association 

I  want  to  thank  you  and  your  staff  for  making  this  conference  one  of  the 
finest  on  record. 

American  Marketing  Association 

Your  staff  performed  like  a  well-oiled  machine. 

American  Society  of  Association  Executives 

It  is  almost  impossible  that  every  facet  of  our  three-and-a-half-week  stay 
could  be  so  extraordinarily  fine  and  beyond  any  possible  reproach. 

Ilotpoint 

I  know  our  customers  will  be  reminiscing  over  your  activities 
for  years  to  come. 

General  Electric 

The  GTE  Sylvania  party  earlier  this  month  was  a  roaring  success. 

GTE  Sylvania  Incorporated 


Here  at  Playboy  we've  got  an  impressive  meeting,  we'll  be  glad  to  give  you  all  the 

sheaf  of  unsolicited  compliments  information  and  help  you  could  want, 

attesting  to  our  expertise  at  planning  and  Just  call  John  I).  1  lughes.  our  Vice 

running  all  kinds  of  business  functions—  President  Sales,  at  (312)  751-8000.  ( )r 

from  stall  seminars  to  full-blown  write  him  at  Playboy  Hotels.  919  North 

conventions.  If  you  demand  this  kind  of  Michigan  Avenue.  Chicago.  Illinois 

professionalism  for  your  next  business  6061 1. 


120^31  T,'f  PlAVboy  towers -chicAQO-iUiNois 

^y  i^H  TrIE  plAVbOY  Club-hOTEl  AT  QREAT  QORQE  •  McAFEE,  N.j. 

5    ^f    S  tHe  pUyboy  club  HoTEllAkE  qeneva,  wis. 
Rk^^^ffl  The  pUyboy  club  hoTElocho  Rios  jamaIca 

m^RS^aiid  Pla\b<\\  Clubs  in  IM  J. S.  Cities.  Canada,  and  I  ngland. 


lures  about  the  same  time.  If  worse 
comes  to  worst,  he  can  simply  let  that 
second  bond  mature  and  cover  his 
short  position  on  the  first  bond.  And 
if  that  second  bond  is  indeed  "un- 
dervalued," as  he  devoutly  hopes  it 
is,  McMennamin  may  still  clear  a  prof- 
it. On  the  long  side,  this  time. 

"Sometimes  it  works  and  some- 
times it  doesn't,  but  on  balance  it 
does,"  says  McMennamin  cheerfully. 

flow  painful  does  it  get  when  it 
doesn't  work? 

McMennamin  grimaces.  "We  made 
a  mistake  about  interest  rate  trends 
in  February  1974,"  he  concedes.  "We 
got  out  of  it,  but  we  had  to  spend 
most  of  the  second  quarter  making 
up  for  the  loss." 

The  reason  that  covering  a  big  loss 
can  take  several  months  is  that  arbi- 
trage of  this  sort  is  a  low-margin, 
high-volume  business.  "We're  going 
for  a  relatively  small  gain  per  trade, 
on  the  theorv  that  we're  going  to 
trade  a  lot,"  McMennamin  explains. 

And  that,  of  course,  is  why  most 
banks  stay  away  from  it.  To  be  suc- 
cessful as  an  arbitrage  trader,  you 
must  do  it  constantly.  Or  not  at  all. 

Credit-Crunch  Profits 

But  what  about  this  vear?  The  wild 
swings  in  the  government  debt  mar- 
ket last  \  ear  have  subsided. 

Blyth  smiles  slightly.  "This  sort  of 
thing  is  most  profitable  when  there's 
a  credit  crunch  going  on,"  he  replies. 
"This  vear  is  excellent  so  far  but,  quite 
honestly,  the  opportunities  are  not  in 
the  marketplace  at  the  moment.  You 
lave  to  be  prepared  not  to  make 
money  at  this.  And  I  don't  want  Mike 
running  for  a  bogie." 

For  nongolfers,  that  translates 
roughly  that  Blyth  is  cautioning  his 
gounger  protege  against  trying  to  cre- 
ate market  opportunities  that  don't 
exist.  He  doesn't  want  success  at  the 
expense  of  caution. 

But   Blyth   is   not   concerned   about 

that.   National  Cit\'s  cash  will  flow  to 

those    areas    where    it's    treated    best. 

lit    has    made   sure  of  that  by   keep- 

Bkg    NC's    bond    portfolio    higher    in 

yield    but    shorter    in    maturity    than 

that  of  most  banks.  And  there  are  no 

tile   "Fed   funds"   borrowed    on    a 

basis  from  other  banks  funding 

loan  portfolio,  as  is  the  ease  with 

money    market    banks.    "That 

we  can  let  our  portfolio  run  oft 

need  the  money,"  he  explains. 

And  that,  of  course,  is  part  of  the 

n  why  the  National  City  Bank  of 

land   is   so   profitable.    It   is   just 

ension  between  the  seasoned  ex- 

nce  of  a  Bob  Blvth  and  the  ven- 

ime    aggressiveness    of    a    Mike 

M<  Mennamin     that    typifies    banking 
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Head  Faking 

In  The  Bond  Room 


Twenty-one  minutes  before  bid 
deadline,  Myron  Taylor  leaves  the 
bustle  of  Morgan  Guaranty's  tenth- 
floor  trading  room,  and  enters  a  tran- 
quil conference  cubicle.  Jabbing  at  a 
switchboard  button,  he  phones  a  bill 
trader  from  Harris  Trust:  "Duke?  We 
on  for  dinner  tonight?  .  .  .  We're  look- 
ing for  a  little  weakening  in  the  mar- 
ket. ...  I  think  so  too.  .  .  .  Too  many 
yellow  lights.  .  .  .See  you  tonight." 

Monday,  day  of  the  U.S.  Treasury's 
weekly  bill  auction.  The  day  Morgan 
and  23  other  recognized  government 
securities  dealers  (about  a  dozen  are 
banks)  are  called  upon  to  make  a 
market  for  the  ever-burgeoning  gov- 
ernment debt.  On  today's  block  is  $5.5 
billion  worth  of  90-day  and  six-month 
bills.  Of  the  $5.5  billion,  $4.8  billion 
is  rollover,  $700  million  new  debt. 

Without  question,  Morgan  is  the 
premier  trader  in  government  securi- 
ties. But  even  for  Morgan  it's  a  low 
margin  business.  In  1974,  an  excellent 
year  for  Morgan's  ten  traders,  trading 
department  profits  and  commissions 
totaled  only  $12.6  million,  4%  of  pre- 
tax income. 

But  the  headache  potential  is  huge. 

Last  year,  Chase  Manhattan  lost 
$29.2    million    in    government    bonds. 

With  the  clock  ticking  away,  Myron 
Taylor  lights  another  Lark  and 
punches  again  at  the  switchboard: 
•Charles?  Dinner  tonight?  .  .  .  Bight, 
I  think  we  ought  to  go  cautiously.  .  .  . 
We'll  stay  in  the  wading  pool,  too 
many  sharks  out  in  the  deep  water. 
.  .  ."  Translation:  At  1:11  p.m.,  Mor- 
gan's traders  perceive  weakening  de- 
mand for  todays  bills.  An  important 
input  into  the  bid  price  they  will  fi- 
nally submit  to  the  Treasury. 

Soon    that  perception   will   change. 

Bond  traders  make  their  money  in 
two  ways.  They  buy  bonds  for  trading 
account  inventories— "positioning"— 
and  collect  interest  on  their  holdings. 
And  they  buy  debt  to  sell  to  custom- 
ers; the  money  here  is  made  (or  lost) 
on  the  spread  between  bid  and  offer. 

Take  the  Treasury  bills  Taylor  is 
pondering.  These  bills  (sold  in 
SI 0,000  minimum  denominations)  are 
bought  and  sold  on  a  discount  basis, 
with  a  yield  determined  by  the  size 
of  the  discount.  A  90-dav  bill  bought 
for  $98,664  on  the  $100  yields  5.28%. 
If  Morgan  buys  these  bills  for  re- 
sale, it  bets  that  the  discount  price 
will  rise  to,  say,  $98,825.  If  that  hap- 
pens,    Morgan    pockets    the    spread, 


amounting  to  $1.61  on  every.  $1,000. 

But,  of  course,  it  costs  money  to 
carry  those  bills.  If  Morgan's  cost  of 
money  to  finance  its  purchases  climbs 
above  the  5.282%  yield  it  paid  for, 
then  Morgan  loses  money  every  day 
it  holds— "carries"— the  merchandise. 

Morgan's  traders  thus  must  con- 
sider both  what  they  can  sell  the  bills 
bought  today  for,  and  the  cost  of  car- 
rying the  bills  until  resale. 

At  1:15,  five  traders  enter  the 
room.  Paul  brings  news:  "There's 
been  a  late  selling  spurt,  Myron." 

Changed  Perceptions 

Taylor  is  uncertain  about  the  mean- 
ing of  this.  Maybe  another  bank's 
traders  are  "head  faking"— trying  to 
throw  the  competition  off  base.  Or 
maybe  it's  an  indication  that  as  a  re- 
sult of  the  selling  there  is  now  addi- 
tional money  washing  around—  mon- 
ey that  might  go  after  the  same  bills 
Morgan  is  about  to  go  after. 

Taylor  makes  up  his  mind  and  is 
on  the  phone  again,  arguing  that  the 
now-breaking  events  suggest  more 
interest  in  today's  auction.  He  scraps 
market  perceptions  formed  20  min- 
utes ago. 

"Yep  .  .  .  uh  huh  ...  I  think  it's  a 
head  fake,  they  want  'em  and  I  know 
there's  a  good  supply  around.  .  .  . 
Yeah,  yeah,  yeah,  I  know  that,  but 
they  still  want  'em.  ...  I  think  25  [i.e., 
5.25%  yield]  is  the  best  price." 

Taylor  asks  the  time:  1:25.  Time 
to  bid. 

The  messenger  who  must  deliver 
the  Morgan  bids  to  the  Federal  Be- 
serve  Bank  is  on  the  line. 

Final  decision:  The  market  is  in- 
terested in  the  bills,  so  Morgan  will 
have  to  bid  aggressively  (i.e.,  at  low- 
er yields)  for  them.  No  more  talk  of 
vield  ranges  of  5.28%  to  5.32%  for  the 
90-day  bills  and  5.48%  to  5.52%  for 
the  six-month  ones.  Now  the  decision 
is  5.25%  to  5.30%,  and  5.45?  to  5.50%. 

Quiet  in  the  room  as  Taylor  sub- 
mits his  bids  to  the  messenger:  "OK, 
final  bids  ...[$]  98.668  for  150  [mil- 
lion dollars]  .  .  .  98.673  for  50  .  .  . 
98.668  for  50.  .  .  .  Thank  you,  good- 
bye. Now  run,  dammit,  run!" 

The  clock  reads  just  shy  of  1:29 
p.m.  With  a  fleet-footed  messenger, 
Morgan's  bids  may  still  be  in  on  time. 

For  now,  the  excitement  is  over. 
Taylor  leans  back  in  his  chair  and  de- 
scribes what  happened:  "Paul  and  I 
decided  that  The  Street  was  indeed 
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Right  now ,  in  the  capitals  of  the  Arabic  countries,  here  is  what  thetop  government  and  top 
business  leaders  are  reading  in  the  first  Arabic  edition  of  Forbes  Magazine. 


About  Exxon: 
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About  IBM: 
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\bout  Ingersoll-Rand: 
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About  General  Electric 
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About  (lark  Equipment: 
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About  Schlumbertjer: 
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About  Caterpillar  Tractor: 
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About  Babcock  &  Wilcox: 
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About  Xerox: 
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About  l. S. Steel: 
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\bout  AT&T: 
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About  .Northrop: 
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About  Tenneco: 

i^ViV'     •— »-     —'i', >*H»    a^     __>-'  '    -_a-4-     '^J  I 

if  j -  Jj*J   .   ^>l    JUi:  -   -^ij  ^yw,    J 

„     .     ^A      --V'    -V^    ^^    ^r''     ^    J-^    jj» 


About  Cullman: 
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About  Dresser  Industries: 
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About  Coll  Industries: 
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About  ("oca-Cola: 
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About  Trans  Union  Corp:  o  .  , , 
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About  Grumman: 

^         !LJJ      ai" 


Wve  translated 
Americanbusiness 

into  Arabic. 


When  you  know  Forbes,  you  know 
why  Forbes  was  first  to  publish  an 
all- Arabic  edition  of  a  major  American 
business  publication. 

Although  the  issue  was  Specially 
written  for  the  Arab  World,  we  believe 
management  here  will  find  this  translation 
of  great  interest.  It's  a  "primer"  with  fresh 
insights  into  our  free  enterprise  system. 
Many  of  the  facts  it  contains  about  the 
origins  and  growth  of  the  big  companies  in 
America  have  been  lost  or  forgotten  in 
their  years  of  development. 


This  thorough,  up-to-date  appraisal 
of  American  businesses  in  Arabic  is 
scheduled  to  appear  every  year. 

With  publishing  firsts  like  this  for 
more  than  half  a  century,  it's  not  surprising 
that  Forbes  has  the  greatest  number  of 
regular  readers  among  top  U.S.  business 
management  of  any  magazine  in  the  country. 

For  more  information,  or  an  English 
translation  of  the  Arabic  issue  —  write 
James  J.  Dunn,  Publisher,  Forbes,  60  Fifth 
Avenue,  New  York,  N.Y.  10011.  Or  call 
212-675-7500. 


Some  important  comparisons  worth  considering: 

Forbes 

Business 
Week 

Fortune 

Change  in  advertising  pages  1974  VS  1969 

Up      6% 

Down  14% 

Down  9% 

Change  in  advertising  pages  1974  VS  1964 

Up  123% 

Down  19% 

Up  1% 

Subscriptions*: 

U.S.  circulation 

616,593 

658,791 

515,169 

•Ordered  by  mail 

92% 

65% 

88% 

Ordered  for  three  years  or  more 

35% 

15% 

17% 

Carried  in  arrears  or  on  extensions 

None 

20,796 

25,412 
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interested  in  the  hills  at  a  level  some- 
what stronger  than  we  had  been  talk- 
ing earlier.  We  submitted  12  bids  for 
ourselves  and  customers  for  $350  mil- 
lion worth  of  the  90-day  notes  at  an 
average  yield  of  5.285%,  and  about 
$300  million  of  the  six-month  bills  at 
yields  of  between  5.45%  and  5.50%." 

Will  Morgan  get  all  it  bid  for? 
"We  won't  know  that  until  after  five 
o'clock." 

Morgan's  traders  are  not  terribly 
nervous  about  today's  bidding.  With 
interest  rates  (and  therefore  the  cost 
of  carrying  inventory)  below  the 
yields  Morgan  bid  for,  Morgan  can 
sit  on  its  purchases  and  make  a  prof- 


"Bond  traders  opt  for  a  hypertense 
environment,"  says  Myron  Taylor, 
Morgan  Guaranty's  head  bond  man. 


it.  (With  the  following  week's  bills 
bringing  lower  yields,  Morgan  could 
have  made  $500  per  $1  million  and 
$1,000  per  million  on  its  90-day  and 
six-month  bills,  respectively. ) 

"Treasury  bills  have  a  two-way  ad- 
vantage," Taylor  explains.  "If  interest 
rates  go  down,  they'll  do  better  in 
price.  But  if  interest  rates  go  up, 
to  some  extent,  they  provide  a  sort 
of  haven  for  people  worried  about 
the  long  end  of  the  market,  but  want 
to  put  their  money  somewhere.  So 
that  helps  keep  prices  up,  too." 

Treasury  bills  are  good  in  another 
respect:  A  1 -basis-point-yield  move- 
ment is  worth  only  $50  per  $1  mil- 
lion worth  of  six-month  bills,  and 
only  half  that  on  $1  million  in  90-day 
bills.  "So  it  takes  a  lot  of  movement 
in  short-term  issues  to  lose  a  lot  of 
money,"  says  Taylor. 

"Another  reason  it's  hard  to  lose 
a  lot  of  money  in  bills  right  now  in  re- 
lation to  Fed  policy,"  he  says,  sipping 
at  another  cup  of  cold  coffee,  "is  the 
fact  that  bills  today  have  a  positive 
carry,  so  you  make  money  just  by  sit- 
ting on  them.  But  last  summer  you 
could  lose  a  lot  more  money  on  a  90- 
day  T-bill  because  it  cost  you  maybe 
3  or  4  basis  points  a  day  to  carry 
them.  The  federal  funds  rate  was  13%, 
but  the  bills  only  yielded  9%.  So  just 
sitting  on  the  bills  you  could  lose  a 
quarter  of  a  percentage  point.  But 
now,  with  the  federal  funds  rate  at 
maybe  5.25%,  just  by  sitting  on  inven- 
tory you  probably  make  5  or  10  basis 
points  a  week." 

So  if  Morgan  bought,  say,  $200 
million  worth  of  90-day  bills  today, 
and  sat  on  them  for  a  week,  it  could 
make  $25,000  to  $50,000. 

Not  bad.  Not  bad  at  all. 

But  before  you  rush  into  the  gov- 
ernment securities  market,  remember 
there  are  issues  other  than  short-term 
Treasury  bills.  It's  in  the  long-term 
bonds— those  maturing  in  ten,  20  or 
even  30  years— where  the  real  money 
can  be  made  or  lost. 

"You  see,"  says  Taylor,  "as  you  ex- 
tend out  on  the  maturity  schedule,  it's 
much  more  volatile  in  terms  of  price 
movements.  To  move  a  one-year 
Treasury  bill  up  or  down  by  8  basis 
points  is  only  exposure  of  $800  per  $1 
million;  you  could  only  lose  $800  per 
S 1  million  if  the  yield  rose  8  basis 
points.  But  take  this  U.S.  Treasury 
bond  maturing  in  30  years.  For  its 
yield  to  change  by  the  same  8  basis 
points,  you  would  lose  approximately 
$6,000  per  $1  million.  That's  why  $25 
million  worth  of  long-term  bonds 
might  give  you  as  much  exposure  as 
$250  million  in  six-month  bills." 

However,  the  exposure  can  darn 
near  kill  you.  Just  ask  Chase  Man- 
hattan.  Late  in   1973  Chase  was  bet- 


ting on  falling  interest  rates,  too.  It 
began  piling  debt  onto  its  inventory, 
and  kept  doing  so  into  the  first  quar- 
ter of  1974.  When  interest  rates  indeed 
fell  to  9%  in  early  1974,  it  looked  as 
though  Chase  was  in  for  a  big  score. 

In  fact,  it  was  in  for  a  scouring. 

By  July  rates  were  soaring  back  to 
12%.  Chase  now  was  bleeding  out 
of  both  ears,  simultaneously.  Its  in- 
ventory holdings  were  being  deval- 
ued. (Who  would  want  to  buy  is- 
sues yielding  9%  when  they  could  buy 
11%  or  12%  securities?)  And  the  cost 
of  carrying  its  unwanted  inventory 
was  climbing.  (On  top  of  it  all  were 
some  "irregularities"  in  the  munici- 
pal department  that  led  to  the  sack- 
ing of  a  senior  vice  president. ) 

When  the  blood  finally  stopped 
flowing  in  September,  Chase's  traders 
had  lost  $42.3  million,  not  including 
inventory  costs.  (In  1974's  fourth 
quarter,  interest  rates  finally  did  fall 
to  10.25%,  cutting  Chase's  losses  to 
$29.2  million  at  year-end.) 

Morgan  is  unlikely  to  get  into  such 
positions.  It  keeps  its  trading  account 
securities  split  roughly  half  and  half 
between  longer-term  state  and  mu- 
nicipal holdings  (including  around 
$125  million  in  New  York  City  notes) 
and  federal  government  issues.  The 
average  maturity  of  the  former  is  12 
years;  of  the  latter,  2.5  years,  which 
means  that  its  average  maturity  expo- 
sure is  just  over  seven  years. 

Is  there  an  ideal  mix?  "That's  the 
intangible  of  the  market,"  says  Taylor. 
"That's  what  makes  a  trader  different 
from  an  analyst.  A  good  trader  has 
a  sense  for  the  right  mix.  It  has  to 
do  with  lots  of  factors.  Yield  spreads, 
arbitrage  possibilities,  new  inventor] 
coming  out.  Fed  policy,  market  psy- 
chology—all those  things  influence-  a 
trader's  decisions." 

Slight  Misjudgment 

By   late   afternoon,    the    results   of 

the  auction  arc-  out. 

The  Treasury  put  its  90-da\  hills 
out  at  a  high  yield  of  5.282%,  undei 
the  average  5.285%  Morgan  had  hid. 
So  Morgan  probably  didn't  get  all  the 
90-day  bills  it  wanted.  The  market 
had  been  even  more  interested  in  the 
hills  than  Taylor  had  calculated. 

For  the  six-month  hills  Taylor  had 
slightly  misjudged  in  the  opposite  di 
rection.  The  highest  accepted  hid  was 
for  a  5.542%  yield,  above  the  5.4551  to 
5.50%  range  Morgan  had  bid  for,  Moi 
gan  probably  got  all  it  wanted  ol  the 
six-month   issue,   but   .it   less   yield   than 

it  might  have  gotten. 

But    next    Monday   there   will    be   an 
other    auction.     Another    chance    at     .1 
profit.    Another    exposure    to    possible 
loss.     A     nen  e  racking    but     exciti 

business.    ■ 


90 


FORBES,    JULY    1,    1975 


Ine 
Financial 
Architect. 

He's  designing  the  best 

financial  plan 

for  his  company. 


And,  it's  a  lot  easier  for  him  with  the  help 
of  The  Northern  Trust  Bank. 

Alan's  major  concern  is  how  to  finance 
the  growth  of  his  company.  What  will  the 
company's  needs  be  during  the  next  few 
years,  and  what  is  the  best  way  to  meet  them. 

The  Northern  Trust's  corporate  finance 
officers  can  assist  in  determining  the  financ- 
of  his    company — how 


ing   requirements 


much,  when,  and  for  how  long. 

In  addition,  he  will  be  provided  with  a 
detailed  analysis  of  all  the  appropriate  financ- 
ing alternatives.  It  gives  the  necessary  in- 
formation to  develop  a  sound  plan  specifi- 
cally designed  for  his  company — now  and 
in  the  future.  And,  should  this  plan  include 
bank  credit  or  a  private  placement  of  long- 
term  debt,  The  Northern  Trust  can  assist 


the  company  in  raising  the  funds  needed. 

If  you'd  like  further  information  about 
financial  planning,  contact  your  Northern 
Trust  calling  officer  or  James  D.  Hinchliff, 
Senior  Vice  President,  Metropolitan  Group, 
or  B.  T.  Reidy,  Senior  Vice  President,  Na- 
tional Group  at:  The  Northern  Trust  Bank, 
50  S.  LaSalle  St.,  Chicago  60690.  (312) 
346-5500. 


The  Northern  Trust  Bank 

Bring  your  financial  future  to  us. 


Trust  Departments 


Banking  1975 


A  hard  place  to  make  a  buck. 

Never  think  that  the  life  of  a  bank 
trust  officer  is  dull  and  boring. 

•  One  trustman  had  to  fly  to  Mi- 
ami with  $50,000  in  cash  to  pay  off 
his  client's  blackmailers. 

•  Still  another  trust  officer  was 
routed  out  of  bed  one  night  by  the 
police  to  identify  the  corpse  of  a  cli- 


on  a  consistent  basis  is  simply  a  func- 
tion of  the  quality  of  people  you  have 
doing  the  job.  The  preponderance  of 
our  expenses  go  for  salaries." 

Continues  Orr:  "Personal  trust  is 
an  intimate  thing  with  customers.  The 
trust  administrator  has  to  be  a  sur- 
rogate pater  familias.  He  has  to  an- 


ent  so  despised  by  his  surviving  sister      swer  questions  like,  'Should  Sonny  do 


that  she  refused  to  go  to  the  morgue. 

•  Then  there  was  the  administra- 
tor who  had  to  arrange  an  abortion 
in  France  for  a  treasured  client's 
gianddaughter. 

•  We  even  found  a  trust- 
man  who  suffered  from  canine 
phobia.  Yet  to  please  his 
wealthy  dowager  client,  he 
regularly  had  to  walk  the 
woman's  cherished  dogs. 

It  must,  therefore,  be  a  very 
profitable  business  to  be  worth 
all  that  service?  Not  necessari- 
ly. Many  of  the  country's 
3,850  trust  departments  are 
loss  centers  for  their  banks. 
Though  these  trust  depart- 
ments handle  some  $400  bil- 
lion worth  of  other  people's 
money,  they  do  so  on  rather 
slim  margins. 

The  Federal  Reserve  of 
New  York  annually  surveys 
125  bank  trust  departments  in 
the  New  York,  New  Jersey  and 
Connecticut  area.  Excluding 
the  ten  large  New  York  City 
banks,  the  Fed's  1973  survey 
found  that  for  the  115  banks 
remaining  the  expenses  ex- 
ceeded revenues  by  about  4%. 

For  the  ten  New  York  banks 
that   currently   control   $90  billion   in 
trust  assets,  the  picture  was  only  a  bit 
brighter.    Their    costs    exceeded    rev- 
enues by  only  $790,000  in  1973. 

The  Fed's  1974  survey  won't  be 
ready  until  August.  But  it's  a  sure  bet 
that  with  a  miserable  1974  stock  mar- 
ket (meaning  lower  trust  revenues), 
and  increased  costs,  the  1974  num- 
bers will  be  worse  than  1973's. 

Why  is  trust  such  an  economic 
bust?  The  anecdotes  and  the  num- 
bers tell  it. 

Trust  is  costly  to  run.  Ask  a  trust 
officer  the  signal  characteristic  of  his 
operation,  and  the  reply  invariably  is: 
"It's  a  labor-intensive  business."  Typi- 
cally, 70%  to  80%  of  trust  department 
expenses  are  salaries. 

Says  John  Orr,  head  of  the  trust 
department  of  Irving  Trust  (part  of 
Charter  New  York  Corp.):  "Your 
ability  to  render  high-quality  service 


this?  Should  Sonny  do  that?  Where 
should  Sonny  go  to  college?'  And  so 
on.  The  really  good  estate  administra- 
tor becomes  a  clergyman,  a  financial 
family    adviser— over    many 


man, 


generations.  Trust  is  a  most  serious 
undertaking.  It's  not  like  opening  a 
checking  account." 

In  most  states,  minimum  fees  are 
set  by  state  or  county  government. 
In  New  York  State,  for  example,  a 
bank  must  charge  at  least  0.5%  on 
the  first  $300,000  assets  in  trust; 
0.25%  on  the  next  $500,000;  ond  0.2% 
on  the  balance  of  assets  in  excess  of 
$800,000.  That's  $250  a  year  on  a 
$50,000  trust;  $1,250  on  $250,000; 
$3,150  on  $1  million.  For  this,  grown 
men  must  walk  dogs  and  make  night 
visits  to  morgues. 

But  it's  over  $20,000  a  year  for  a 
$10-million  estate— and  now  the  game 
is  worth  the  candle. 

To  be  sure,  the  banks  aren't  bound 
by  the  statutory  fee.  In  theory,  they 
can  charge  anything  they  want.  For 
example,  New  York's  Fiduciary  Trust 
Co.    asks— and    gets— a    minimum    fee 


of  $2,500  on  a  $100,000  estate,  the 
smallest  it  will  take.  Fiduciary,  not 
surprisingly,  is  quite  profitable  as  a 
trust  operation.  So  is  U.S.  Trust  Co., 
<  which  also  negotiates  its  own  ( high- 
er) fees. 

The  average  bank,  however,  is  com- 
peting with  every  other  bank's  trust 
department  and,  so,  the  statutory  fees 
tend  to  prevail.  "I'd  love  to  charge 
what  U.S.  Trust  or  Fiduciary  charges," 
says  William  Graulty,  chief  of  Con- 
necticut Bank  &  Trust's  trust  depart- 
ment, "but  my  swank  Yankee  cus- 
tomers wouldn't  stand  for  it." 

So,  why  bother  with  a  trust 
department  at  all?  According 
to  Fiduciary's  chairman,  Harry 
W.  Fowler,  many  banks  need 
their  trust  departments  for 
public  relations  reasons.  "Lots 
of  banks  are  taking  on  a  lot 
of  unprofitable  trust  business 
because  they  have  to,  for  the 
sake  of  their  commercial  bank- 
ing connections,"  says  Fowler. 
But  there  have  been  eco- 
nomic reasons  as  well. 

In  the  past,  there  was  an 
offset  to  trust  losses  in  that  the 
bank  got  use  of  cash  balances 
that  were  waiting  reinvest- 
ment or  awaiting  disburse- 
ment. But  this  has  dwindled 
with  high  interest  rates;  the 
trust  officers  now  feel  obligat- 
ed to  put  even  short-term  bal- 
ances to  work. 

So  tnist  departments  must 
look  for  other  ways  to  improve 
their  earnings. 

A  natural  source  is  the  juicy 
employee  benefit  plans  area.  Accord- 
ing to  the  Fed's   1973  survey:   "The 
trust    activity    that    experienced    the 
greatest  growth  rate  and  profitability 
over  the  past  five-year  period  has  been 
the  pension   and  profit-sharing  area." 
While  expenses  on  this  business  were' 
up  2.4%  in    1973,   revenues  were   up 
19%  over  1972.  Currently,  around  $150 
billion  of  the  industry's  $400  billion  in 
trust  assets  is  accounted  for  by  insti 
tutional    plans.    Why    are    they    mon 
profitable?  Because,  on  average,  the) 
are  much  bigger. 

But  here  the  banks  are  in  trouble. 
They  seem  to  be  losing  market  share. 
In  1965,  over  90%  of  institutional  busi 
ness  was  controlled  by  banks.  IU 
1973,  that  had  dropped  to  below  70'. 
"That  means  more  money  was  goiiiLi,  to 
independent  investment  counselors," 
says  Peter  Haight,  vice  president  and 
head  of  marketing  at  Fiduciary  Trust. 
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This  announcement  is  under  no  circumstances  to  be  construed  as  an  offer  to  sell  or  as  a  solicitation 
of  an  offer  to  buy  any  of  these  securities.  The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


June  17,  1975 


3,510,934  Shares 

Public  Service  Electric  and  Gas  Company 


Common  Stock 


(without  nominal  or  par  value) 

The  Company  is  offering  to  the  holders  of  its  Common  Stock  the  right 
to  subscribe  for  additional  shares  of  Common  Stock  at  the  rate  of  1 
share  of  Common  Stock  for  each  15  shares  of  Common  Stock  held  of 
record  at  the  close  of  business  on  June  11,  1975,  as  more  fully  set 
forth  in  the  Prospectus. 

The  subscription  offer  will  expire  at  5:00  P.M.,  New  York 
Time,  on  June  27,  1975. 


PSEG 


Subscription  Price  #14.40  Per  Share 


The  Underwriters  have  agreed,  subject  to  certain  conditions,  to 
purchase  any  unsubscribed  shares  and,  both  during  and  after  the 
subscription  period,  may  offer  shares  of  Common  Stock  as  set 
forth  in  the  Prospectus. 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this  announcement  is  circulated  from 
only  such  of  the  undersigned  or  other  dealers  or  brokers  as  may  lawfully  offer  these  securities  in  such  State. 


Merrill  Lynch,  Pierce,  Fenner  8C  Smith 

Incorporated 


Blyth  Eastman  Dillon  8C  Co. 

Incorporated 


The  First  Boston  Corporation  Dillon,  Read  8C  Co.  Inc. 


Drexel  Burnham  8C  Co.       Halsey,  Stuart  8C  Co.  Inc.       Hornblower  8C  Weeks-Hemphill,  Noyes 

Incorporated  Affiliate  of  Bache  8C  Co.  Incorporated 


E.  F.  Hutton  8C  Company  Inc. 
Lazard  Freres  8C  Co. 


Paine,  Webber,  Jackson  8C  Curtis 

Incorporated 

Smith,  Barney  8C  Co. 

Incorporated 

Dean  Witter  &,  Co. 

Incorporated 


Kidder,  Peabody  &  Co. 

Incorporated 

Lehman  Brothers 

Incorporated 


Incorporated 

Kuhn,  Loeb  8C  Co. 

Loeb,  Rhoades  8C  Co. 

Salomon  Brothers 


Reynolds  Securities  Inc. 
Wertheim  8C  Co.,  Inc. 

Shearson  Hayden  Stone  Inc. 


White,  Weld  &  Co. 

Incorporated 


THE  50  LARGEST  TRUST  OPERATIONS 

The  trust  departments  of  these  50  banks  control  $193  billion  in  trust 
assets,  about  48%  of  the  industry's  total.  It  may  seem  from  the  rev- 
enues column  that  the  banks  are  well  paid  for  their  efforts.  But  keep 
in  mind  that  those  are  only  gross  revenues;  they  do  not  include  trust 
department  expenses,  which  very  few  banks  disclose. 


Market  Value 

Percent 

Total  Trust 

%of 

of  Trust 

Change 

Department 

Total 

1974 

Assets 

From 

Income 

Operating 

Rank 

Company 

(Mil) 

1973 

(Thou)t 

Income 

I 

JP  Morgan  &  Co 

$17,814 

-24.5 

$93,852 

4.7 

2 

Citicorp 

15,644 

-0.6 

60,563 

1.2 

3 

Bankers  Trust  N  Y 

14,500 

-15.4 

45,787 

2.5 

4 

Chase  Manhattan 

12,135 

-15.2 

50,644 

1.4 

5 

U  S  Trust  N  Y 

8,735 

-23.1 

39,930 

47.4 

6 

Mf  rs  Hanover  Corp 

8,000 

-19.9 

33,306 

1.7 

7 

BankAmerica  Corp 

6,466 

-4.9 

33,005 

1.1 

8 

Harris  Bankcorp 

6,417$ 

-14.1 

16,910 

4.9 

9 

Mellon  National  Corp 

6,225 

-20.7 

17,063 

2.0 

10 

First  Chicago  Corp 

6,066 

-20.7 

26,199 

1.5 

11 

Continental  Illinois 

5,800 

-22.7 

31,465 

1.8 

12 

National  Detroit  Corp 

5,624 

-11.1 

15,334 

2.8 

13 

Chemical  New  York 

5,096 

-15.3 

31,240 

1.7 

14 

Nortrust  Corp 

4,811* 

-20.7 

23,228 

7.3 

15 

First  National  Boston 

4,675 

-22.9 

24,458 

2.8 

16 

Wilmington  Trust  Del 

4,551 

-25.6 

7,401 

11.4 

17 

First  Bank  System 

4,500 

-25.0 

18,138 

3.3 

18 

CleveTrust  Corp 

4,100 

-8.9 

12,724 

4.4 

19 

Western  Bancorp 

4,000 

-0.9 

23,314 

1.6 

20 

Bank  of  New  York 

3,934 

-16.2 

30,594 

8.5 

21 

Northwest  Bancorp 

3,053 

-6.7 

14,914 

2.8 

22 

First  Union  St  Louis 

3,052** 

-18.2 

9,951 

5.5 

23 

Wells  Fargo 

3,039 

-16.1 

16,066 

1.6 

24 

Security  Pacific 

2,961 

-12.2 

20,519 

1.6 

25 

Marine  Midland 

2,932 

-18.9 

12,514 

1.1 

26 

Charter  New  York 

2,700 

-16.4 

16,398 

1.9 

27 

Crocker  National  Corp 

2,646 

-14.7 

14,527 

1.7 

28 

Girard 

2,577 

-27.3 

13,847 

4.7 

29 

First  Penna  Corp 

2,500 

19.0 

10,540 

1.6 

30 

Lincoln  First  Banks 

2,427 

-6.8 

9,778 

4.9 

31 

Wachovia  Corp 

2,293 

-20.0 

9,175 

3.2 

32 

Pittsburgh  National 

2,220 

-6.0 

10,634 

4.6 

33 

Provident  National 

2,200 

-12.0 

9,931 

6.1 

34 

Fiduciary  Co  of  N  Y 

2,183 

-1.7 

7,470 

62.3 

35 

National  City  Corp 

2,162 

-18.0 

7,677 

4.1 

36 

Trust  Co  of  Georgia 

2,131 

-21.1 

7,750 

5.0 

37 

Mercantile  Bankshares 

2,060 

-20.0 

9,576 

15.5 

38 

Detroitbank  Corp 

2,017 

-28.8 

9,900 

4.2 

39 

Fidelcor 

1,980 

-22.1 

10,349 

3.7 

40 

State  Street  Boston 

1,922 

-3.9 

9,000 

5.3 

41 

First  Intl  Bancshares 

1,729 

5.0 

8,552 

1.9 

42 

Fidelity  Union  Bancorp 

1,694 

-0.4 

6,229 

5.2 

43 

Hartford  Natl 

1,692 

-19.6 

9,048 

62 

44 

Mf  rs  National  Corp  Det 

1,686 

-8.9 

4,353 

2.0 

45 

Citizens  &  Southern 

1,676 

-12.4 

8,337 

2.8 

46 

American  National  Bank  i 1 

1,676 

4.4 

5,632 

4.3 

47 

Republic  of  Texas 

1,665 

-4.1 

7,468 

2.0 

48 

BanCal  Tri-State 

1,640 

-13.5 

9,497 

3.6 

49 

Mercantile  Bancorp 

1,600 

-20.0 

6,881 

3.5 

50 

Boston  Co 

l,515tt 

-15.9 

9,404 

35.7 

t  Usua 

ly  includes  corporote  trust  department  income.         t-Oclobe 

r  31,  1974. 

•  Northern  Trus 

t  Co.  Only. 

*•  St. 

.ouis  Union  Trust  only.         ft  Subsidiary  o 

f  Walter  E.  Heller 

Internationa 

1. 

tt  Boston  Safe  Deposit  &  Trust  Co.  only 

Haight  adds:  "The  institutions  have 
done  that  despite  the  fact  that  the 
independents'  fees  are  higher." 

The  reason  for  this,  apparently,  is 
that  many  corporate  finance  vice 
presidents  have  been  turned  off  by  the 
banks'  investment  performance. 

Who  can  blame  them?  The  banks' 
investment  performance  has  been  mis- 
erable. Becker  Securities  Corp.  tracks 
the  bulk  of  U.S.  employee  benefit 
funds,  most  of  them  bank-managed. 
For  the  period  1965-1974,  the  median 
cumulative  annual  rate  of  return 
earned  on  equities  by  the  Becker 
group  was  only  0.04%.  For  the  same 
period,  the  Standard  &  Poor's  500  was 
up  1.2%.  In  the  last  five  years,  the 
median  performance  was  minus  2.7%, 
vs.  minus  2.2%  for  the  S&P  500. 

Of  course,  a  few  banks  perform 
much  better  than  the  medians.  Cleve- 
land Trust  Co.'s  $39-million  pension 
fund  has  earned  a  2.3%  annual  return 
since  1968;  that  return  ranks  it  in 
the  top  8%  of  the  Becker  group.  But 
John  Miller,  head  of  Cleveland  Trust's 
trust  division,  is  hardly  ecstatic  about 
his  department's  performance.  Miller 
points  out  that  since  1968,  91-day 
Treasury  bills  have  produced  a  6% 
annual  return.  And  there  is,  of  course, 
neither  risk  nor  management  fee  in 
Treasury  bills. 

What  is  the  solution  for  the  trust- 
men?  Higher  fees  are  part  of  the  an- 
swer. But  banks  walk  on  a  political 
minefield  if  they  push  legislation  for 
fee  increases. 

Last  year,  legislation  introduced  by 
Representative  Wright  Patman  would 
have  split  trust  departments  off  from 
the  banks.  That  heated  debate  has 
died,  but  trustmen  are  still  worried 
about  government  intervention  and 
don't  want  to  call  attention  to  them- 
selves by  raising  fees.  Anyway,  sa\  s 
Connecticut  Bank  &  Trust's  Graulty, 
fees  represent  only  one  side  of  the 
picture.  "Sure  we've  got  to  raise  our 
fees,  as  our  costs  go  up,"  he  says. 
"But  arbitrary  fee  increases  can  mask, 
a  lot  of  inefficiencies  in  your  oper.i 
tion.  We're  a  people  business,  SO  we've 
got   to  pay  a  lot    more   attention   to 

cost  controls  as  well. 

But  if  you  are  mechanized,  who  is 
going  to  walk  the  clients'  dogs?  "When 

the  trust  division  gets  impersonal  due 
to  mechanization,"  sa\s  Irving  Trust's 

John  Orr,  "then  the  personal  trust 
division  becomes  viewed  by  the  public 
as  the  ////personal   trust   division     Youi 

reputation  starts  to  erode,  and  that's 
the  Worst  thing  that  can  happen  to 
von  in  a  trust  department.  Von  lose 
your  abilitj  to  communicate  on  a  pei 

sonal  basis  w  ith  clients." 

So  unless  you  aw  \  ei  \    hit:  01    very, 

very   good,   this   is  a   tough  business 

wherein  to  make  a  buck.    ■ 
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For  Texas  American  Bancshares, 
the  F-16  is  just  part  of  the  good  news 


We're  a  $1 .5  billion  multi-bank 
holding  company  headquartered  in 
Fort  Worth,  where  General  Dynamics 
will  build  the  F-16  fighter.  The  largest 
bank  in  the  city,  the  Fort  Worth 
National,  is  the  lead  bank  of  our 
system. 

Even  before  the  announcement 
of  the  contract,  the  economy  of  Fort 
Worth  was  successfully  weathering 
the  national  recessionary  pressure, 
with  unemployment  well  below  the 
national  average.  Additionally, 
Motorola,  Inc.  recently  announced  a 

!  major  manufacturing  facility  which 
will  employ  3,000.  And  key  economic 
indicators  have  shown  impressive 
strength,  with  bank  clearings  and 

*  deposits  at  record  levels  in  1974. 
The  initial  $418  million  F-16 

j  contract  has  the  potential  to  grow  in 
the  next  two  decades  into  the  largest 
defense  contract  in  history. 


The  Wall  Street  Journal  said  it 
could  mean  as  many  as  7,000  new 
jobs  at  GD's  Fort  Worth  plant. 

Time  wrote  that  nearly  30%  of 
all  F-1 6  spending  would  flow  through 
Fort  Worth's  economy. 

The  areas  of  Texas  served  by 
our  five  other  member  banks  also 
continue  to  enjoy  buoyant  economic 
conditions. 

Dallas,  which  together  with 
Fort  Worth  comprises  the  Southwest 
Metroplex,  was  called  "an  oasis  of 
prosperity"  by  the  Wall  Street 
Journal. 

Houston,  already  the  largest 
city  in  the  South  and  the  nation's 
third  largest  seaport,  is  a  key  center 
of  the  booming  energy  business. 

Midland,  like  Houston,  is 
caught  in  the  momentum  of  the 
energy  industry  and  employment  is  at 
record  levels. 

Amarillo,  the  distribution  center 
for  a  vast  agricultural  and  cattle  area 


of  Texas,  is  undergoing  an  influx  of 
manufacturing  and  heavy  industry 
that  is  helping  keep  unemployment 
below  4%. 

And  Levelland,  in  the  High 
Plains  area  south  of  Amarillo,  enjoys 
a  vigorous  agricultural  and  energy 
related  economy. 

Texas  American  Bancshares' 
assets  now  exceed  $1 .5  billion.  Over 
the  past  five  years,  our  earnings  have 
grown  at  an  annual  compound  rate 
of  1 0.8%  —  from  $1 .75  a  share  in 
1 969  to  $2.92  a  share  in  1 974. 

For  a  copy  of  our  annual 
report,  write  Gary  W.  Cage,  Vice 
President  and  Treasurer. 

TEXAS  AMERICAN 

BANCSHARES 

INC.  |— 2 


P.O. 


Box  2050  Fort  Worth,  Texas  76101 
NASDAQ  Symbol:  TABS 


member  banks:  The  Fort  Worth  National  Bank;  Southern  National  Bank  of  Houston;  Exchange  Bank  &  Trust  Company,  Dallas; 

The  American  National  Bank,  Amarillo;  Commercial  Bank  &  Trust  Co.,  Midland;  Levelland  State  Bank. 

bank-related  interests:  The  Fort  Worth  National  Company  of  Texas;  Texas  American  Investment  Services  Inc.; 

Financial  Service  Life  Insurance  Company;  American  Cattle  &  Crop  Services  Corporation. 


This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 

NEW  ISSUE  June  6, 1975 

$75,000,000 

Arizona  Public  Service  Company 

First  Mortgage  Bonds,  9.80^  Seriesdue  1980 


Price  100% 

plus  accrued  interest  from  June  1,  1975 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  underwriters, 
including  the  undersigned,  only  in  Stales  in  which  such  underwriters  are  qualified 
to  act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 

The  First  Boston  Corporation  Blyth  Eastman  Dillon  &  Co.  Dean  Witter  &  Co. 

Incorporated  Incorporated 

Goldman,  Sachs  &  Co.  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Salomon  Brothers 

Incorporated 

Dillon,  Read  &  Co.  Inc.  Drexel  Burnham  &  Co.  Halsey,  Stuart  &  Co.  Inc. 

Incorporated  Affiliate  nf  Rache  &  Co.  Incorporated 

Hornblower  &  Weeks-Hemphill,  Noyes  E.  F.  Hutton  &  Company  Inc.  Kidder,  Peabody  &  Co. 

Incorporated  Incorporated 

Kuhn,  Loeb  &  Co.  Lazard  Freres  &  Co.  Lehman  Brothers 

Incorporated 

Loeb,  Rhoades  &  Co.  Paine,  Webber,  Jackson  &  Curtis  Reynolds  Securities  Inc. 

Incorporated 

Smith,  Barney  &  Co.  Wertheim  &  Co.,  Inc.  White,  Weld  &  Co. 

Incorporated  Incorporated 

This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 
NEW  ISSUE  June  6, 1975 

2,000,000  Shares 

Arizona  Public  Service  Company 

Common  Stock 

(32.50  Par  Value) 


Price  $15.25  per  share 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  underwriters, 
including  the  undersigned,  only  in  States  in  which  such  underwriter!  arc  qualified 
to  act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 

The  First  Boston  Corporation  Blyth  Eastman  Dillon  &  Co.  Dean  Witter  &  Co. 

Incorporated  Incorporated 

Drexel  Burnham  &  Co.  Goldman,  Sachs  &  Co.  Halsey,  Stuart  &  Co.  Inc. 

Incorporated  Affiliate  of  Hiirlu- A.  Co.  Incorporated 

Hornblower  &  Weeks-Hemphill,  Noyes  E.  F.  Hutton  &  Company  Inc.  Kidder,  Peabody  &  Co. 

Incorporated  Incorporated 

Kuhn,  Loeb  &  Co.       Lehman  Brothers       Loeb,  Rhoades  &  Co.        Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated  Incorporated 

Paine,  Webber,  Jackson  &  Curtis       Reynolds  Securities  Inc.       Salomon  Brothers       Smith,  Barney  &  Co. 

Incorporated  Incorporated 

White,  Weld  &  Co.  Rauscher  Pierce  Securities  Corporation  Shearson  Hayden  Stone  Inc. 

Incorporated 


Foreign  Exchange  Trading 


Banking  1975 


A  loser  for  every  winner. 

It  is  4:00  a.m.  The  telephone  rings 
at  Horst  Duseberg's  home  in  rural 
Hunterdon  County,  N.J.  On  the  line 
is  a  foreign  exchange  trader  in  Frank- 
furt—where the  market  has  just 
opened.  Remarks  by  the  West  Ger- 
man Finance  Minister  have  caused  a 
flurry  of  trading  in  deutsche  marks. 
Does  Duseberg  want  to  buy  or  sell 
at  the  new  price?  He  thinks  a  mo- 
ment, then  makes  a  $2-million  deal. 

That  happens  rarely.  But  when  it 
does,  Duseberg,  a  German-born  for- 
eign exchange  trader  with  twenty 
years'  experience,  is  prepared.  He 
manages  currency  operations  for  New 
York's  European-American  Bank. 
E-A,  jointly  owned  by  six  European 
banks  with  combined  assets  of  over 
$112  billion,  has  a  big-time  foreign 
exchange  department. 

About  100  U.S.  banks  do  some  cur- 
rency trading,  but  most  of  the  volume 
—more  than  $1.5  billion  a  day- 
comes  from  New  York.  The  Big  Four 
are  Bankers  Trust,  Continental  Illi- 
nois, Morgan  Guaranty  and  E-A. 
Bank  of  America,  Citibank  and  Chase 
Manhattan,  of  course,  are  major 
worldwide  factors,  but  most  of  their 
business  is  done  overseas.  Others, 
like  Chemical  and  Marine  Midland, 
have  respected  foreign  exchange  de- 
partments. But  they  don't  deal  head 
to  head  with  the  European  banks  on 
(he  same  level  as  the  Big  Four. 

With  floating  exchange  rates,  cur- 
rency trading  is  what  mathematicians 
tall  a  "zero  sum  game."  That  is,  what- 
ever  one  bank  makes,  another  loses. 
Last  year,  for  example,  Morgan 
Guaranty's  $40  million  in  aftertax  for- 
eign exchange  income  brought  in  13% 
of  pretax  profits.  At  the  same  time, 
Franklin  National's  $40-million  for- 
eign exchange  fiasco  led  to  its  col- 
lapse. There's  also  volatility:  Foreign 
exchange  earnings  at  Bankers  Trust 
were  up  nearly  tenfold;  at  Continental 
Illinois  they  were  off  by  one- 
third.  European-American— with  typi- 
cal continental  privacy— releases  no 
income  figures. 

On  a  typical  day,  Duseberg  starts 
work  at  7:00  a.m.,  spending  most  of 
the  morning  on  the  telephone.  "A  lot 
of  people  I  know  in  Europe  are  close 
to     central    bankers, "    he    says.     "Of 

iirse,  they  don't  tell  anybody  direct- 
ly, but  hearing  what  they're  saying 
gives  the  flavor  of  the  market." 

Dnseberg's  eight  traders,  only  two 
of  whom  are  American-born,  special- 
ize in  one  currency  each.  He  gives 
them  operating  guidelines  and  a  cur- 


rent strategy,  but  interferes  directly 
only  if  the  market  is  in  turmoil.  "Dur- 
ing the  day  they  have  to  defend  them- 
selves," he  says.  Duseberg  requires  at 
least  four  years'  experience  before 
he'll  leave  a  man  alone  on  the  desk. 

In  the  big-league  deals,  nobody  is 
charged  a  commission.  Profits  come 
in  the  evening  if  the  trader  has  bought 
on  the  balance  more  cheaply  than  he 
has  sold.  A  trader's  daily  volume  may 
reach  $150  million.  And  at  those  lev- 
els even  a  .01%  margin  is  $15,000.  Not 
bad  for  a  day  at  a  desk. 

And  if  a  man  guesses  wrong  and 
loses  $15,000  instead?  Duseberg 
smiles:  "To  be  a  success,  a  trader  only 
has  to  be  right  six  times  out  of  ten." 

No  bank  will  say  precisely  what  its 
exposure  limits  are.  But  after  Herstatt 
and  Franklin  this  is  a  lively  issue. 
"Obviously  a  department  that  lets 
traders  be  open  by   $50   million  has 


more  potential  for  profit  than  one  that 
limits  them  to  $10  million,"  says  Da- 
vid Bodner,  a  Chemical  Bank  vice 
president  who  used  to  oversee  for- 
eign exchange  activity  for  the  Fed- 
eral Reserve  Bank  of  New  York.  "The 
German  government  recently  set  ex- 
posure guidelines  at  30%  of  capital," 
says  Duseberg.  "That  would  give  me 
almost  $90  million,  but  I  can  assure 
you  I  don't  even  come  close  to  that 
amount.  Our  goal  is  an  active  trader 
who  has  a  near-zero  book  at  night. 
That  provides  maximum  liquidity  with 
minimum  exposure." 

Critics  like  Representative  Henry 
Reuss  (Dem.,  Wis.),  chairman  of  the 
House  Banking  Committee,  view  for- 
eign exchange  trading  as  speculation 
by  greedy  banks.  Admittedly,  only  25% 
of  all  foreign  exchange  trading  is  cus- 
tomer business.  But  bankers  claim 
that  their  trading  keeps  the  market 
liquid  and  close— that  is,  a  business- 
man who  suddenly  needs  a  lot  of 
deutsche  marks  doesn't  have  to  pay  a 
big  premium  for  them. 

At  any  rate,  foreign  exchange  is 
an  intriguing  and  potentially  profit- 
able game.  "You  don't  need  a  college 
degree  for  it,"  says  Duseberg,  "but 
you  do  need  a  feel  for  the  market,  a 
kind  of  sixth  sense."  That  kind  of 
sense  is  so  rare  that  a  foreign  ex- 
change trader  can  make  $100,000  a 
year— well  above  bank  salaries.   ■ 
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Duseberg  of 
European- 
American 


AMERICAN  FLETCHER 

NATIONAL  BANK 

AFNB 


, 


Larry  Kennedy 

Vice  President 

National  Division 


At  Smith,  Jr. 

Senior  Vice  Preside)! t 

Corporate  Banking  Group 


We  can 
work  it  out  together. 


At  American 
Fletcher,  we're  in  business 
to  help  you  solve  your 
financial  problems.  And,  we 
believe  the  best  solutions 
come  from  total 
communication  between  our 
people  and  yours.  The  more 
we  know  about  your 
company,  and  the  way  you 
do  business,  the  more  we 
can  help.  We  want  you  to 
know  about  us,  too.  We'll 


show  you  how  to  put  the 
resources  of  our  bank,  and 
the  American  Fletcher 
Corporation,  to  work  for 

Give  us  a  call  and 
we'll  begin  an  honest, 
straight-forward  dialogue 
between  our  team  of 
informed  professionals  and 
yours.  With  that  kind  of 
foundation,  we  can  work  it 
out  together. 


AMERICAN  FLETCHER  NATIONAL  BANK 
NATIONAL  DIVISION,  INDIANAPOLIS,  INDIANA  ',627?  317633-266? 


The  Operations  Man 


No  more  "happenings"  at  Chase  Manhattan?- 


Banking  1975 


"If  it  can  happen,  it'll  happen  at 
Chase— that's  what  the  stock  market 
thinks,"  says  Barry  F.  Sullivan,  ex- 
ecutive vice  president  for  operations, 
retail  banking  and  information  ser- 
vices at  Chase  Manhattan.  "Well, 
there  have  been  a  number  of  'hap- 
penings' here  over  time.  I  think  those 
days  are  over.  I'm  not  saying  we'll 
never  have  one  again.  But  it's  going 
to  be  hard  as  hell." 

Trying  to  manage  Chase's  back  of- 
fice can  get  "very  nettlesome"  at 
times,  says  Sullivan.  Every  single 
business  day  the  bank  processes  some 
2  million  checks,  $5.5  billion  dollars 
in  money  transfers,  and  over  5,600 
security  transfers.  Opportunities  for 
error  abound! 

When  Sullivan  was  promoted  to 
head  of  operations  back  in  1970,  it 
was  obvious  the  system  was  out  of 
control.  "For  five  years,  from  1965 
to  1970,  our  volume  was  rising  7%  a 
year  and  our  costs  were  going  up  15% 
a  year."  No  wonder  Chase's  earnings 
growth  was  lagging  behind  Citibank's. 

Diagnosing  the  problem  in  general 
terms  was  simple.  "We  had  a  lot  of 
overstaffing,"  says  Sullivan.  "Unless 
you  pay  careful  attention  your  areas 
tend  to  staff  for  peak  volume." 

Well,  every  comptroller  in  every 
factory  in  the  country  faces  the  same 
problem,  doesn't  he?  "It's  entirely  dif- 
ferent," says  Sullivan.  "In  a  bank  you 
have  no  control  over  your  inputs  and 
very  little  control  over  your  sched- 
uling. If  at  2  o'clock  today  every  cus- 
tomer of  the  bank  wants  to  make  a 
money  transfer  all  hell  breaks  loose. 
So  our  manager  says,  'Gee,  I  got 
bagged  last  Tuesday  when  all  hell 
broke  loose  at  2  o'clock,'  and  he  tends 
to  staff  up  for  that  volume.  We  had 
a  lot  of  that— pretty  much  across  the 
board.  In  1970  we  had  over  10,000 
people  in  operations.  By  the  end  of 
1972  we  had  that  down  below  8,000." 

Problem  ^.'solved?  Uh,  not  exactly. 
Another  equally  serious  problem  was 
treated.  "Service  deterioration,"  says 
Sullivan.  "That's  one  of  the  things 
that  happens  following  a  cost-cutting 
drive.  You  can  see  this  in  a  number 
of  banks,  not  just  at  Chase." 

Checks  bounce  because  deposits 
are  posted  late.  Depositors  get  to 
thinking  they  have  an  enemy  at 
Chase  Manhattan. 

"We  discovered  we  didn't  have  a 
good  enough  reporting  system  in  op- 
erations to  spot  problems  quickly 
enough,"  says  Sullivan.  "We  were 
staffed  for  peaks  so  our  need  for  daily, 


hourly  operations  knowledge  wasn't 
as  great.  We  had  a  major  control 
problem  in  check  processing  at  the 
end  of  1972.  We  didn't  have  good 
enough  controls  to  know  whether  we 
were  carrying  over  work  or  not.  We've 
since  corrected  that  with  a  reporting 
system  that  checks  every  stage  of  the 
process  several  times  a  day.  It's  still 
entirely  possible  to  have  difficulties, 
but  they  won't  go  unnoticed." 

In  some  cases  Chase's  reporting 
system  wasn't  just  too  slow— it  didn't 
even  exist.  "The  operations  area  re- 
ceives thousands  upon  thousands  of 
inquiries  each  day,"  says  Sullivan. 
"But  we  never  kept  data  on  how  fast 
we  were  answering  them.  Now  every 
inquiry  that  comes  in  gets  logged  in- 
to an  automated  system.  And  it  has  a 
standard  attached  to  it.  This  kind  of 
inquiry  should  take  one  day,  two 
days,  five  days  to  answer  as  an 
agreed  upon  service  standard.  We 
then  get  daily  reports  and  separate 
reports  on  second  requests.  This  has 
made  a  really  dramatic  impact  on  our 
handling  of  inquiries." 

There  was  also  a  control  problem 
more  recently  in  the  bond  depart- 
ment. A  senior  vice  president  was 
sacked  last  year  for  "irregularities"  in 
reporting  his  department's  consider- 
able losses. 

"There  was  an  insufficient  outside 
check  on  valuation,"  Sullivan  replies. 
"A  lot  of  bonds  are  not  easy  to  value. 
3The  best  people  to  do  it  are  the  trad- 
ers, but  they  may  have  an  interest  in 
the  transaction  and  we  had  a  weak- 
ness in  the  control  parameters." 

What  did  Sullivan  learn  from  the 
experience  about  the  problems  of  try- 
ing to  control  fraud  in  a  bank?  "You 
have  to  identify  those  areas  where 
there's  a  potential  for  it,"  he  says. 
"For  example,  some  banks  have  had 
significant  foreign  exchange  losses.  It's 
a  type  of  transaction  where  the  trade 
doesn't  have  to  get  into  the  rest  of  the 
system  right  away.  You're  a  foreign 
exchange  trader  and  you  buy  D  marks 
and  sell  dollars.  How  does  the  bank 
know  you  did  it?  It's  done  over  the 
telephone.  So  there's  a  minimal  risk 
that  he  might  not  enter  the  trade.  You 
have  to  ask  yourself  what  kind  of 
checks  and  balances  exist  in  the  rest 
of  the  system." 

So,  at  last,  Chase  Manhattan's 
back  office  is  all  squared  away?  Yes, 
says  Sullivan,  but  the  bank  isn't  tak- 
ing any  chances.  "We're  going  to  be 
spending  almost  $5  million  between 
now  and  the  end  of  next  year  work- 


ing through  every  single 
area  in  the  operations  de- 
partment setting  cost  stan- 
dards, control  standards, 
and  service  standards  all 
at  the  same  time.  It's  a 
very  big  and  very  key  program." 

Question:  Are  there  economies  of 
scale  in  banking?  "Yes,  when  you  get 
to  the  point  where  you  can  switch 
from  manual  to  automated.  Those 
economies  of  scale  are  quite  high. 
But  don't  forget  when  you  replace 
people  with  a  computer  you  also  raise 
your  break-even  point.  Money  trans- 
fer is  a  good  example.  If  volume  drops 
off,  you  can't  cut  off  a  piece  of  the 
computer." 

Does  it  make  sense  then  to  acquire 
other  banks  for  the  purpose  of  achiev- 


Sullivan  of  Chase  Manhattan 

ing  economies  of  scale?  Suppose  two 
banks  get  together  to  form  a  holding 
company  with  $1  billion  in  assets. 
Any  economies  there? 

"Let's  just  go  through  a  few  trans- 
actions," says  Sullivan.  "Your  check 
processing  won't  get  any  more  effi- 
cient, because  automation  of  check 
processing  can  get  down  to  very  small 
banks.  You're  not  in  an  automated 
stage  for  money  transfers  yet.  It  might 
help  you  somewhat  in  the  process- 
ing of  loans,  but  no  big  thing.  Se- 
curities area?  Doesn't  help  you  much 
there  either.  In  general,  acquiring 
other  banks  to  achieve  economies  of 
scale    doesn't   work    in    my    opinion." 

To  judge  from  the  number  of 
bank  holding  companies  whose  ac- 
quisition programs  are  in  a  "consoli- 
dation phase,"  quite  a  few  bank  presi- 
dents seem  to  have  learned  that  les- 
son the  hard  way.   ■ 
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Banks  don't  have  to  disclose  as  much 
about  their  operations  as  most  other 
companies  do.  The  idea  has  always 
been  that  public  confidence  in  bank 
deposits  is  more  important  than  in- 
vestor  confidence  in  their  stocks.  In- 
formation that  might  lead  investors  to 
sell  their  stock  might  also  frighten  de- 
positors into  pulling  out  their  money. 
A  declining  stock  market  is  one  thing. 
A  bank  panic  is  something  else  again. 
Anything  that  might  set  off  a  bank 
panic  is  to  be  discouraged. 

That  policy,  which  both  the  Fed- 
eral Reserve  and  the  Comptroller  of 
the  Currency  support,  is,  of  course, 
vehemently  opposed  by  the  Securities 
&  Exchange  Commission.  As  of  now, 
however,  except  in  the  matter  of  bank 
holding  companies,  the  SEC  doesn't 
have  the  final  word. 

This  simply  means  that  some  of  the 
most  necessary  information  is  hard  to 
come  by  for  investors  in  bank  stocks. 
It's  not  difficult  to  find  out  how  good 
an  industrial  company's  products  are, 
or  bow  old  its  plants.  But  how  good 
is  a  bank's  loan  portfolio?  How  many 
of  its  loans  are  not  currentiy  paying 
interest  or  are  paying  only  partial  in- 
terest? How  much  money  does  a  bank 
make  in  its  trading  activities  or  in  its 
trust  department?  Or  lose? 

Fortunately,  there  are  ways  for 
well-informed  investors  to  at  least 
glimpse  what  lies  behind  the  paper 
curtains.  Banks  are  required  to  pub- 
lish vast  numbers,  and  from  these  it 
is  possible  to  piece  together  a  fair 
estimate  of  how  sound  or  unsound, 
profitable  or  unprofitable,  an  individ- 
ual bank  is. 

Let's  start  with  the  big  question: 
Which  banks  among  the  Top  100  are 
having  serious  difficulties  these  days? 
The  obvious  place  to  begin  is  to  see 
what  happened  to  their  earnings  last 
year— the  ninth  column  from  the  left 
in  the  tables  that  begin  on  page  102. 

It  will  surprise  those  who  thought 
that  a  12%  prime  rate  was  making 
banks  rich,  but  almost  half  of  the 
hundred  largest  banks  in  the  country 
suffered  earnings  declines  last  year. 
The  worst-hit  stand  out  clearly:  First 
Wisconsin,  off  76.2%;  Citizens  & 
Southern,  off  70.9%;  and  Industrial 
National,  off  78.1%. 

For  C&S,  the  reason  for  the  decline 
is  equally  clear.  Look  at  the  seventh 
column  from  the  right— Charge-Offs  to 
Average  Loans.  Citizens  &  Southern 
is  already  writing  off  a  larger  per- 
centage of  loans  than  any  other  bank 
in  the  Top  100,  and  it's  preparing  for 


Banks: 


more  of  the  same.  Its  Valu- 
ation Reserves  to  Loans 
Outstanding— in  effect,  its 
bad  loan  reserve— in  the  column  to  the 
right  is  a  high  1.4%.  (Be  careful  of  a 
bank  like  Barnett  of  Florida,  incident- 
ly,  which  has  a  high  charge-off  record 
of  0.8%  and  a  bad  debt  reserve  that's 
only  1%.  Barnett  may  not  have  enough 
in  the  reserve  to  cover  bad  loans, 
which  are  generally  expected  to  be 
significantly  higher  this  year. ) 

Why  then  does  National  City  Corp. 
of  Cleveland  have  a  loan  loss  reserve 
that,  at  1.8%,  is  even  higher  than  C&S's 
or  Barnett's?  Certainly  not  because  of 
its  current  bad  loan  charge-offs, 
which,  at  0.2%,  is  one  of  the  most 
enviable  among  the  major  banks. 
Either  National  City  expects  unusual- 
ly heavy  loan  losses  next  year,  or  it  is 
simply  exercising  a  little  old-fashioned 
(and  highly  profitable)   conservatism. 

Most  likely  it  is  the  latter.  Why? 
One  clue  is  that  it  has  virtually  no 
long-term  debt  leverage.  You  can  in- 
fer that  by  comparing  its  long-term 
return  on  equity  with  its  long-term 
return  on  capital,  the  tenth  and  ninth 
columns  from  the  right.  In  general, 
the  closer  those  two  numbers  are,  the 
lower  the  bank's  debt  leverage.  And 
National  City  of  Cleveland  is  im- 
mensely profitable,  with  almost  twice 
the  return  on  average  assets  of  the 
highly  touted  Citicorp  of  New  York. 
So,  National  City's  high  revenue  is  al- 
most certainly  a  maker  of  solidity, 
not  one  of  high-loss  expectations. 

Higher  Costs,  Lower  Earnings 

You'd  expect  a  bank  whose  earn- 
ings have  fallen  off  sharply  to  be  ex- 
periencing sharply  higher  operating 
costs,  and  you'd  be  right.  Just  glance 
at  the  fifth  column  from  the  right, 
Overhead  to  Net  Earnings,  and  you'll 
see  that  the  big  losers  also  had  over- 
head costs  that  were  way  out  of  line. 
Aggressive  BanCal  Tri-State,  whose 
earnings  were  off  "only"  20%,  had  a 
particularly  poor  showing  on  over- 
head, where  it  ranked  second-highest 
in  the  Top  100.  That  suggests  Ban- 
Cal has  been  expanding  far  too  fast 
for  its  own  good  and  is  now  experi- 
encing an  acute  case  of  indigestion. 

Be  careful  with  that  overhead  rank- 
ing, however.  Remember  that  whole- 
sale banks  like  J. P.  Morgan  and  Irving 
Trust,  which  cater  mostly  to  big  com- 
mercial accounts,  have  far  less  bricks 
and  mortar  than  do  major  retail  banks 
like  Chase  Manhattan  and  Citicorp. 
So   you   don't   compare   Morgan   and, 


say,  Citicorp  on  this  score.  But  it  is 
fair  to  compare  Chase  and  Citicorp, 
similar  banks,  on  that  yardstick  as  a 
clue  to  their  relative  efficiency.  That 
0.6%  difference  in  favor  of  Citicorp  in 
overhead  costs  is  immensely  signifi- 
cant in  terms  of  profitability.  (For  a 
discussion  of  Chase's  operating  diffi- 
culties, see  page  99.) 

In  assessing  the  size  of  a  bank's 
"footings,"  or  its  capital  and  asset 
base,  one  rule  of  thumb  is  to  look  at 
what  proportion  of  its  deposits  are  de- 
mand deposits.  This  is  a  bank's 
cheapest  and  most  reliable  source  of 
money.  Since  demand  deposits  pay  no 
interest,  that  money  will  not  be  "dis- 
intermediated"  by  higher  interest  rates 
elsewhere,  the  way  time  deposits  will. 
So  that  is  one  source  of  strength  for 
the  troubled  NCNB  and  Citizens  & 
Southern,  both  of  which  have  about 
half  their  deposits  in  demand  deposits, 
and  one  source  of  potential  weakness 
at  the  aggressive  First  Chicago,  which 
has  fewer  demand  deposits  in  its  mix 
than  any  other  bank  in  the  Top  100. 

Obviously,  the  amount  of  capital  a 
bank  has  in  its  assets  is  another  im- 
portant consideration.  It's  immediate- 
ly clear  from  the  columns  at  the  left 
of  the  page  that  Bankers  Trust  has 
far  less  capital  than  most  other  banks 
its  size  (and  more  than  its  share 
of  troubles  in  its  REIT  and  offshore 
loan  portfolio).  Or  compare  the  ven- 
turesome BanCal  Tri-State  on  that 
score  with  other  banks  its  size.  Such 
banks,  which  are  experiencing  more 
severe  capital  adequacy  problems,  are 
more  likely  to  be  under  pressure  from 
the  regulators  to  curb  their  expansion. 

As  you  run  your  eye  down  these 
figures,  checking  all  the  columns,  \et 
another  pattern  emerges.  Notice  that 
in  general  the  earnings  of  the  smaller 
banks  were  harder  hit  last  year  than 
those  of  their  larger  competitors.  And 
that  the  major  regional  banks  in  the 
upper  middle  section  run  away  with 
most  of  the  prizes  in  terms  of  overall 
performance.  And  what  region  would 
you  most  have  liked  to  be  in  last  \  I 
The  Lone  Star  state,  of  course.  Just 
take  a  look  (to  end  on  a  happy  QOt< 
at  the  splendid  record  of  two  big 
Texas  regionals:  Republic  <>l  I  <  xas 
and  Texas  Commerce  Bancshares  In 
banking,  as  in  any  other  business,  b< 
ing  in  the  right  place  at  the  light 
time  with  a  dominant  position  nevei 
hurts.    ■ 
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Hug  into  the  financial 
centers  of  the  world. 


A  call  to  the  Swiss  Bank  Corporation  in 
the  United  States  and  you  are  in  contact  with 
the  Swiss  Bank  Corporation  in  Switzerland 
and  the  financial  centers  of  the  world. 

We've  earned  ourselves  quite  a  reputation 
as  bankers  in  touch  with  the  financial  pulse 
of  the  world.  And  advice  from  us  on  anything 


from  letters  of  credit  to  foreign  exchange  is 
only  a  matter  of  giving  us  a  call. 

We're  the  oldest  and  largest  Swiss  bank 
in  the  United  States  and  we  offer  a  lull  range  of 
commercial  services,  domestic  and  interna- 
tional. And  naturally,  we  do  business  in  a  Swiss 
manner... promptly,  efficiently  and  dependably. 
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SWISS  BANK 
CORPORATION 

The  oldest  and  largest  Swiss  bank 
in  the  United  States. 


New  York  Branch  (212)  791-2777,  Chicago  Branch  (312)  346-0350,  San  Francisco  Agency  (415)  434-2640, 

Los  Angeles  Representative  Office  (213)  489-5900. 


100  Largest  Bank  Holding  Companies 


Rank 


Total 

Assets 

(Mil) 


1974  Size  Measures 


Total 

Deposits 

(Mil) 


% 
Demand 
Deposits 


Total 
Loans 

(Mil) 


Total 

Capital 

(Mil) 


Total 

Operating 

Income 

(Mil) 


Company 


Headquarters 


Growth  Measures  — 

Earnings       5-Yi 

5-Year  Gain     Compou 

Compounded  1974  vs.       Equi 

E/P/S  1973        Per/S 


1 
2 
3 
4 
5 


$60,376 
57,839 
42,532 
25,963 
25,754 


$50,663 
44,742 
34,667 
19,783 
21,513 


26.6 
21.2 
30.1 
31.9 
40.7 


$31,293 
35,294 
27,812 
14,066 
15,737 


$2,237 
2,972 
2,131 
1,445 
1,165 


$3,134 
4,988 
3,682 
2,011 
1,975 


BankAmerica  Corp 

Citicorp 

Chase  Manhattan 

J  P  Morgan  &  Co 

Mfrs  Hanover  Corp 


California 
New  York 
New  York 
New  York 
New  York 


10.9% 

18.0 

14.0 

17.8 

11.8 


15.9% 

20.4 

10.6 

13.0 

25.0 


7.6 
9.1 
6.7 
7.9 
5.2 


6 
7 
8 
9 
10 


22,175 
20,387 
19,798 
19,139 
18,727 


17,814 
16,903 
15,468 
15,298 
15,119 


33.3 
32.6 
23.7 
18.8 
36.9 


12,706 
12,312 
12,655 
12,393 
10,638 


1,047 

842 

903 

1,004 

1,034 


1,806 
1,823 
1,744 
1,706 
1,498 


Chemical  New  York 

Bankers  Trust  NY 

Continental  Illinois 

First  Chicago  Corp 

Western  Bancorp 


New  York 

New  York 

Illinois 

Illinois 

California 


6.2 
11.1 
15.1 
13.5 

3.5 


24.5 
17.6 
11.3 
15.6 
6.9 


2.8 
5.2 
6.2 
6.1 
5.3 


11  15,487  12,960  29.4  9,169  735  1,278  Security  Pacific  California  11  -8.4  4.5 

12  12,675  9,740  28.0  7,828  705  1,030  Wells  Fargo  California  6.4  8.1  4.8 

13  12,665  10,490  34.7  6,941  697  1,104  Marine  Midland  Banks  New  York  -2.9  -12.3  6.0 

14  11,343  9,770  44.3  5,622  500  866  Charter  New  York  New  York  5.5  18.4  2.1 

15  10,290  8,608  30.6  6,318  515  833  Crocker  National  Corp  California  -4.4  -23.1  5.1 


16  9,919  7,371  29.9  4,854  801  872  Mellon  National  Corp  Pennsylvania  6.8  -10  8  5.6 

17  8,714  6,675  26.9  4,820  765  886  First  National  Boston  Massachusetts  8.9  3.3  6.4 

18  7,586  6,183  289  3,803  488  554  National  Detroit  Corp  Michigan  6  1  119  7.8 

19  7,214  5,429  37.2  4,132  531  549  First  Bank  System  Minnesota  10.2  8.5  8.7 

20  7,056  5,626  40.0  4,173  548  537  Northwest  Bancorp  Minnesota  9.3  9.8  7.4 


21  6,883  4,210  31.0  4,213  471  645  First  Penna  Corp  Pennsylvania  4.9  -18.5  7.5 

22  5,792  4,588  37.3  2,700  411  452  First  International  Bshs  Texas  19.7  17.4  115 

23  4,625  3,430  34.7  2,565  200  376  Seafirst  Washington  9.0  14.8  6.3 

24  4,382  3,160  42.6  2,107  273  378  Republic  of  Texas  Texas  20  1  64.5  11.5 

25  4,343  2,860  40.2  2,416  298  390  Philadelphia  National  Pennsylvania  6.7  3.9  6.8 


26 
27 
28 
29 
30 


4,191 
4,102 
4,084 
4,067 
3,897 


3,485 
3,154 
3,141 
3,407 
2,909 


442 
36.9 
41.2 
461 
48.1 


2,249 
2,011 
2,278 
1,860 
2,149 


309 
287 
228 
269 
376 


359 
345 
355 
307 
358 


Bank  of  New  York 

Harris  Bankcorp 

Union  Bancorp 

First  City  Bancorp 

NCNB 


New  York 

Illinois 

California 

Texas 

North  Carolina 


10.0 

13.4 

NC 

10.8 

4.9 


31  3,859  3,048  33.8  2,307  344  288  Clevetrust  Corp  Ohio 

32  3,789  3,007  37.3  1,659  217  316  NortrustCorp  Illinois 

33  3,684  2,966  43.6  1,819  205  272  Texas  Commerce  Bshs  Texas 

34  3,541  2,748  37.8  2,032  216  296  Girarc*  Pennsylvania 

35  3,503  2,785  37.2  1,960  225  306  First  Wisconsin  Corp  Wisconsin 


8.6 

10.7 

18.5 

-1.7 

-21.9 


36  3,451  2,757  41.6  1,828  314  283  Wachovia  Corp 

37  3,103  1,201  44.0  2,394  654  363  Walter  E  Heller  International 

38  3,047  2,274  40.2  1,777  158  263  BanCal  Tri-State 

39  3,045  2,628  29.8  2,111  220  253  Michigan  National 

40  3,042  2,384  40.4  1,665  289  256  Southeast  Banking 


North  Carolina 

Illinois 

California 

Michigan 

Florida 


6.7 
NC 
-7.5 
NC 
2.8 


18.3 
20.9 

-20.8 
13.4 

-29.9 


15.1 
16.6 
189 
18.1 
-762 


-5.9 

10.2 

-20.2 

-13.0 

-21.0 


7.5 
7.6 
NC 
6.8 
12.7 


7.1 

79 

103 

61 

4.7 


n 

NC 

NC 
10.1 


41 

3,033 

2,420 

36.8 

1,761 

182 

243 

Valley  National  Bank 

Arizona 

0. 5 

10.8 

9  7 

42 

3,029 

2,414 

37.1 

1,553 

232 

225 

BancOhio  Corp 

Ohio 

49 

104 

6.8 

43 

3,016 

2,228 

38.2 

1,907 

238 

280 

Fidelcor 

Pennsylvania 

9.2 

-8.5 

6.1 

44 

3,010 

2,316 

50.3 

1,97c 

222 

300 

Citizens  &  Southern 

Georgia 

-10.3 

-70.9 

45 

2,994 

2,214 

42.8 

1,466 

205 

229 

Pittsburgh  National 

Pennsylvania 

8.1 

153 

NC:  Not  comparable;  historical  data  not  available  because  of  mc^cr,    acquisitions  and  divestitures. 
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Banking  1975 


Statistical  Profile 


Profitab 

ility  &  Cost  Measu 

1974 

Charge-Offs 

to 
Average  Loans 

res 

Stock  Da*a 

ncrease 

in 
Itai  Assets 
14  vs.  1973 

4-Year 

Return  on 

Equity 

4-Year 

Return  on 

Capital 

1974 
Return  on 
Average 

Assets 

1974  Valuation 
Reserve  to 

Loans 
Outstanding 

1974 
Overhead 

to  Net 
Earnings 

Recent 
Price 

Latest  12 
Months  E/P/S 

P/E 

Ratio 

Yield 

% 

22.2% 

15.20/q 

13.0% 

0.4t% 

03% 

0.7% 

3.2 

43% 

3.88 

11 

3.4 

31.4 

15.3 

13.2 

0.6 

0.3 

0.7 

3.1 

35% 

2.66 

13 

3.5 

•  15.6 

13.0 

9.4 

0.4 

0.4 

0.8 

3.7 

333/8 

6.39 

5 

6.6 

27.4 

15.7 

12.5 

0.7 

0.2 

0.8 

1.5 

65% 

4.53 

14 

2.7 

29.7 

13.0 

12.0 

0.6 

0.4 

0.8 

3.0 

33V4 

5.01 

7 

5.2 

19.3 

10.7 

8.5 

0.4 

0.3 

0.9 

4.0 

35% 

6.72 

5 

8.0 

10.1 

12.2 

9.4 

0.4 

0.5 

0.6 

4.5 

36% 

7.11 

5 

8.3 

17.4 

13.7 

12.5 

0.5 

0.2 

1.2 

2.3 

35 

5.93 

6 

6.3 

23.0 

13.1 

10.7 

0.6 

0.3 

0.8 

2.0 

20% 

2.80 

7 

4.5 

4.6 

12.0 

8.9 

0.5 

0.4 

0.9 

5.8 

23% 

3.68 

6 

5.9 

14.9 

10.6 

10.7 

0.4 

0.4 

0.7 

5.5 

173/4 

2.94 

6 

7.9 

7.7 

11.0 

8.0 

0.4 

0.3 

0.7 

5.2 

18% 

2.54 

7 

5.2 

-2.9 

11.7 

7.2 

0.3 

0.4 

1.3 

6.2 

17% 

3.04 

6 

10.4 

16.5 

10.2 

7.1 

0.4 

0.4 

0.9 

4.5 

24% 

4.67 

5 

8.2 

5.3 

11.1 

7.3 

0.3 

0.2 

1.1 

9.1 

25 

3.12 

8 

6.6 

3.3 

10.5 

10.4 

0.6 

0.1 

1.2 

2.3 

483/4 

6.11 

8 

5.3 

8.9 

12.2 

10.1 

0.6 

0.6 

0.8 

3.4 

27 1/4 

4.58 

6 

6.9 

13.0 

12.0 

9.8 

0.6 

0.1 

1.3 

2.5 

37 

7.88 

5 

6.8 

10.7 

15.0 

13.6 

0.8 

0.2 

0.9 

2.4 

39 

4.00 

10 

3.7 

8.3 

13.6 

11.0 

0.8 

0.3 

1.0 

3.2 

42% 

4.45 

10 

3.8 

11.2 

16.4 

12.6 

0.5 

„       0.6 

1.0 

4.2 

17 

2.81 

6 

7.8 

146 

16.7 

15.7 

0.9 

0.2 

1.1 

1.9 

45% 

3.18 

14 

2.4 

165 

14.2 

14.2 

0.7 

0.1 

0.8 

3.6 

23V4 

3.45 

7 

4.3 

4.0 

15.6 

11.6 

0.8 

0.4 

1.1 

1.7 

30% 

4.18 

7 

3.5 

7.8 

13.6 

11.0 

0.6 

0.4 

0.9 

3.9 

27V4 

4.74 

6 

7.3 

5.0 

14.8 

11.3 

0.8f 

0.2 

1.1 

3.5 

30% 

5.89 

5 

7.3 

8.5 

12.1 

9.7 

0.7 

0.2 

1.2 

2.9 

563/4 

9.26 

6 

5.3 

15.8 

10.2tf 

7.6** 

0.4 

0.6 

1.2 

4.8 

8% 

1.35 

6 

9.9 

3.5 

13.8 

12.6 

0.7 

0.3 

0.8 

2.8 

23 

2.80 

8 

3.9 

-52 

15.7 

9.6 

0.4 

0.4 

0.7 

4.9 

11% 

0.98 

12 

4.6 

11.4 

11.3 

11.3 

1.1 

0.3 

1.1 

1.7 

39 

6.72 

6 

6.2 

10.4 

12.1 

11.3 

0.6 

0.1 

1.4 

3.2 

37% 

4.74 

8 

4.3 

302 

15.0 

15.7 

0.9 

0.2 

1.0 

2.1 

39 

2.86 

14 

2.3 

5.6 

11.9 

8.6 

0.4 

0.4 

1.0 

4.8 

37 

6.00 

6 

8.8 

2.1 

9.6 

7.5 

0.1 

0.8 

1.1 

17.0 

17% 

0.78 

23 

10.0 

1119 

13.1 

8.3 

0.9 

0.2 

1.2 

3.1 

20 

2.15 

9 

3.8 

5.5 

16.2tt 

4.5tf 

0.9f 

0.6# 

1.4 

3.0 

30% 

2.47 

13 

2.7 

-0.3 

7.4 

4.6 

0.2 

0.3 

0.6 

16.6 

183/8 

1.95 

9 

7.3 

5.6 

14.4^ 

98tt 

0.6 

0.3 

0.4 

3.8 

183/4 

4.02 

5 

5.3 

21.8 

14.9  • 

10.9 

0.7 

0.5 

0.8 

4.6 

123/4 

1.60 

8 

6.3 

2.5 

13.4 

11.0 

0.6 

0.5 

0.8 

5.4 

18% 

2.00 

9 

4.3 

-1.7 

11.4 

11.0 

07t 

0.6# 

0.9 

3.4 

Hi/4 

2.91 

5 

7.7 

14.7 

15.5 

11.0 

0.7 

0.4 

1.1 

4.1 

233/4 

3.98 

6 

9.3 

-2.6 

12.5 

10.5 

0.3 

1.6 

1.4 

14.8 

6% 

0.32 

20 

8.2 

91 

12.8 

12.8 

1.0 

0.4 

1.1 

2.8 

29% 

4.64 

6 

5.7 

urn  on  Total  Assets. 
'  Return  on  Equity  and  Capital. 


—  1974  Charge-offs  to  Total  Loans. 
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100  Largest  Bank  Holding  Compani 


1974  Size 

Measures  — 

Total 
Loans 
(Mil) 

Company 

r 

Headquarters 

f 

rowth  Meas 
Earnings 

Gain 
ed  1974  vs. 

1973 

ires 

Rank 

r 

Total 

Assets 

(Mil) 

Total 

Deposits 

(Mil) 

% 
Demand 
Deposits 

Total 

Capital 

(Mil) 

Total 

Operating 

Income 

(Mil) 

5-Year 

Compound 
E/P/S 

5-Yea 

Compoun 

Equit] 

Per/Snt 

46 

2,984 

2,483 

32.0 

1,804 

195 

234 

Detroitbank  Corp 

Michigan 

7.8% 

16.7% 

8.4<) 

47 

2,903 

2,156 

39.1 

1,659 

204 

207 

US  Bancorp 

Oregon 

16.7 

16.7 

7.6 

48 

2,825 

2,362 

34.8 

1,721 

175 

213 

Mfrs  National  Corp 

Michigan 

9.7 

12.9 

8.7 

49 

2,812 

1,916 

46.0 

1,222 

217 

196 

Mercantile  Bancorp 

Missouri 

NC 

6.8 

NC 

50 

2,690 

1,845 

49.3 

1,066 

182 

188 

National  City  Corp 

Ohio 

12.5 

16.2 

8.5 

51 

2,689 

2,219 

45.9 

1,492 

202 

200 

Lincoln  First  Banks 

New  York 

-4.7 

-2.8 

3.9  ' 

52 

2,624 

2,078 

35.4 

1,504 

146 

214 

Rainier  Bancorp 

Washington 

NC 

15.0 

NC 

53 

2,558 

1,869 

42.3 

1,582 

200 

203 

United  Va  Bankshares 

Virginia 

1.3 

-6.0 

6.1 

54 

2,470 

1,539 

55.1 

1,376 

191 

226 

First  National  Holding 

Georgia 

1.5 

-21.8 

4.0 

55 

2,442 

1,761 

47.2 

1,189 

165 

181 

First  Union  St  Louis 

Missouri 

3.0 

6.2 

2.3 

56  2,390  1,411  30.9  1,001  116  270  Equimark  Pennsylvania  3.2  6.9  8.7 

57  2,301  1,707  55.9  1,250  170  185  Shawmut  Association  Massachusetts  -2.6  -5.0  4.0 

58  2,293  1,902  47.9  1,122  164  147  First  National  State  NJ  New  Jersey  -4.2  13.6  2.1 

59  2,286  1,948  43.5  1,247  188  189  Barnett  Banks  Florida  8.6  -19.2  7.6 

60  2,239  1,522  40.0  1,194  167  197  Amer  Fletcher  Indiana  12.4  9.5  7.1 


61 
62 
63 
64 
65 


2,158 
2,154 
2,100 
2,092 
2,070 


1,677 
1,384 
1,619 
1,453 
1,461 


38.2 
43.1 
44.0 
26.2 
44.6 


1,334 
1,174 
1,409 
1,218 
1,235 


167 
108 
143 
210 
217 


173 
185 
165 
218 
192 


Centran  Corp 

Indiana  National 

Maryland  National 

Industrial  National 

First  Union  Corp** 


Ohio 

Indiana 

Maryland 

Rhode  Island 

North  Carolina 


6.0 

4.5 

12.6 

-17.8 

5.7 


17.0 

-12.5 

8.2 

-78.1 

-15.3 


3.9 
6.1 
10.6 
4.0 
8.5 


66  2,020  1,640  59.9  989  121  147  Hartford  Naf  I  Connecticut 

67  1,911  1,592  43.7  916  134  138  Southwest  Bancshares  Texas 

68  1,895  1,501  38.8  1,214  149  160  Virginia  National  Bshs  Virginia 

69  1,886  1,410  51.3  1,147  132  166  CBTCorp  Connecticut 

70  1,858  1,396  50.0  1,062  167  170  State  Street  Boston  Massachusetts 


71 

1,845 

1,491 

37.9 

1,090 

140 

139 

United  Jersey  Banks 

New  Jersey 

-6.7* 

-9.0 

2.4* 

72 

1,843 

1,642 

51.1 

1,060 

144 

141 

Baystate 

Massachusetts 

NC 

7.6 

NC 

73 

1330 

1,572 

42.8 

1,006 

129 

136 

Financial  General 

Washington  DC 

NC 

-66.5 

NC 

74 

1,825 

1,534 

33.5 

1,072 

194 

149 

First  Security  Corp 

Utah 

22.2 

6.0 

9.4 

75 

1,813 

1,383 

39.7 

1,096 

137 

154 

First  &  Merchants 

Virginia 

-0.3 

-19.6 

4.5 

76 

1,797 

1,391 

32.4 

926 

148 

141 

Union  Commerce  Corp 

Ohio 

-14.8* 

-45.4 

7.9* 

77 

1,788 

1,524 

27.9 

1,092 

120 

134 

Society  Corp 

Ohio 

3.7 

24.8 

3.7  j 

78 

1,785 

1,218 

47.5 

1,139 

189 

164 

Provident  National  Corp 

Pennsylvania 

3.0 

-15.6 

6.1 

79 

1,768 

1,433 

43.9 

1,045 

135 

138 

Midlantic  Banks 

New  Jersey 

NC 

-5.9 

NC 

80 

1,760 

1,463 

47.2 

874 

169 

133 

Sun  Banks  of  Florida 

Florida 

3.9 

-19.5 

10.5 

81  1,757  1,259  52.2  917  128  155  Trust  Co  Georgia  Georgia  8.0  -7.0  7.1 

82  1,732  1,410  43.6  843  123  137  Flagship  Banks  Florida  NC  -43.6  NC 

83  1,719  1,351  45.6  877  145  119  Alabama  Bancorp  Alabama  NC  18.1  NC 

84  1,690  1,318  34.7  1,205  128  146  First  Empire  State  New  York  -9.8  -33.6  2.6 

85  1,678  1,267  45.5  929  158  149  First  Tennessee  National  Tennessee  2.0  -28.1  9.3 


86 

1,657 

1,353 

51.1 

975 

145 

119 

Fidelity  Union  Bncp 

New  Jersey 

1.9 

-5.1 

3.7 

87 

1,637 

1,338 

56.1 

784 

126 

118 

Riggs  National  Bank 

Washington  DC 

12.9 

23.8 

9.5 

88 

1,579 

1,235 

53.4 

888 

133 

114 

Commerce  Bancshares 

Missouri 

2.3 

-13.2 

2.8 

89 

1,577 

1,166 

33.9 

1,152 

182 

167 

Bank  of  Virginia 

Virginia 

3.5 

-4.2 

9.3 

90 

1,539 

1,264 

46.0 

704 

165 

103 

Florida  National  Banks 

Florida 

NC 

-1.2 

NC 

91 

1,537 

1,181 

45.8 

791 

140 

117 

Texas  American  Bshs 

Texas 

5.7 

20.2 

10.0 

92 

1,525 

1,223 

37.9 

912 

115 

118 

First  Amtenn  Corp 

Tennessee 

-6.5 

-46.2 

6.7 

93 

1,513 

1,243 

51.4 

800 

140 

102 

First  Commercial  Bank 

New  York 

NC 

13.4 

NC 

94 

1,483 

1,167 

40.6 

772 

99 

111 

Huntington  Bshs 

Ohio 

2.8 

96 

7.0 

95 

1,474 

1,246 

42.3 

901 

123 

118 

First  Banc  Group 

Ohio 

12.6 

7.4 

11.1. 

96 

1/464 

1,178 

48.4 

783 

115 

110 

Atlantic  Bancorp 

Florida 

1.7 

-21.0 

5.9 

97 

1,458 

1,166 

52.5 

821 

112 

123 

First  National  Bancorp 

Colorado 

9.3 

22.2 

4.7 

98 

1,409 

1,173 

43.3 

716 

128 

96 

United  Bank  Corp 

New  York 

NC 

8.9 

NC 

99 

1,387 

1,096 

37.2 

826 

119 

112 

Third  National  Corp 

Tennessee 

0.7 

-18.0 

6.5 

100 

1,364 

1,062 

53.1 

786 

90 

126 

New  England  Merchants 

Massachusetts 

1.3 

-6.4 

5.1 

Total  619,034        489,754 


355,235         36,457        49,667 


Average 


5.2 


-3.4 


NC:  Not  comparable;  historical  data  not  available  because  of  mergers,  acquisitions  and  divestitures         *  4  Year  growth  rate 
**  Formerly  Cameron  Financial. 
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tatistical  Profile 


Profitabi 

lity  &  Cost  Measures 

1974            1974  Valuation 
Charge-Offs          Reserve  to 

to                   Loans 
Average  Loans        Outstanding 

1974 
Overhead 

to  Net 
Earnings 

Recent 
Price 

Stock  Di 

Latest  12 
Months  E/P/S 

ta 

mase 
in 

Assets 
rs.1973 

4-Year 

Return  on 

Equity 

4-Year 

Return  on 

Capital 

1974 
Return  on 
Average 

Assets 

P/E 
Ratio 

Yield 
% 

26% 

13.1% 

13.1% 

0.9% 

0.1% 

1.0% 

2.2 

40 

8.55 

5 

6.9 

5.5 

14.8 

12.6 

0.9 

0.4 

0.7 

3.3 

19% 

2.90 

7 

5.1 

3.1 

13.9 

10.5 

0.7 

0.2 

0.8 

3.3 

25 

6.30 

4 

8.0 

5.1 

13.4$ 

12.0* 

0.9 

0.5 

0.8 

2.2 

23% 

3.83 

6 

9.4 

3.1 

15.2 

15.0 

1.1 

0.2 

1.8 

1.4 

263/4 

4.08 

7 

6.0 

5.2 

11.7 

7.5 

0.5 

0.7 

0.9 

5.9 

203/4 

3.38 

6 

9.1 

9.8 

10.8} 

9.9* 

0.6 

0.0 

1.0 

5.0 

23 

4.24 

5 

4.3 

in 

13.4 

9.4 

0.5 

0.4 

0.9 

6.6 

15»/4 

2.53 

6 

7.3 

9.2 

10.9 

7.1 

0.4 

1.0 

1.4 

5.7 

13 

1.81 

7 

8.9 

5.2 

11.0 

11.0 

0.7 

0.2 

1.0 

2.9 

333/4 

5.61 

6 

7.7 

5.7 

15.8 

9.8 

0.4 

0.4 

0.5 

5.4 

11% 

2.43 

5 

7.4 

3.6 

9.3 

8.5 

0.4 

1.1 

0.8 

6.9 

31 

6.05 

5 

9.7 

3.2 

11.7 

9.4 

0.7 

0.4 

0.8 

3.7 

23 

3.44 

7 

8.7 

3.1 

14.2 

12.3 

0.8 

0.8 

1.0 

4.7 

12% 

1.71 

8 

5.6 

3.3 

14.7 

11.1 

0.7 

0.4 

1.3 

4.0 

173/4 

3.21 

6 

6.5 

U 

11.8 

9.0 

0.7 

0.3 

0.9 

3.6 

19 

4.01 

5 

8.9 

1.3 

11.9 

12.1 

0.5 

0.3 

0.9 

4.7 

13»/4 

2.25 

6 

7.2 

f.9 

15.5 

13.9 

1.0 

0.3 

0.8 

3.2 

19% 

2.65 

7 

3.4 

3.7 

12.6 

8.8 

0.3 

0.2 

0.6 

13.1 

14 

0.73 

19 

8.6 

1.5 

14.7 

9.4 

0.5 

0.6 

1.0 

6.8 

11% 

1.83 

6 

8.3 

f.7 

10.2 

8.0 

0.4 

0.5 

1.0 

6.5 

163/4 

2.81 

6 

10.7 

L7 

12.1 

11.6 

0.8 

0.3 

0.9 

2.7 

14»/4 

2.55 

6 

6.7 

l.l 

14.7 

10.8 

0.7 

0.5 

0.7 

4.4 

17>/4 

2.85 

6 

7.0 

).4 

12.7 

10.6 

0.7 

0.5 

0.8 

4.8 

33»/2 

6.56 

5 

7.8 

i.O 

• 

10.9 

8.0 

0.6 

0.6 

0.9 

5.6 

243/4 

4.68 

5 

9.7 

15 

12.5 

9.9 

0.4t 

0.3# 

0.6 

6.4 

12 

1.45 

8 

8.7 

1.9 

12.7* 

10.6 

0.8 

0.6 

1.2 

4.2 

24>/4 

5.06 

5 

8.2 

'.0 

9.8* 

5.6* 

0.2 

0.4 

1.3 

1.8 

6 

0.59 

10 

6.0 

1.3 

16.9 

11.6 

1.1 

0.2 

1.1 

2.5 

283/4 

3.57 

8 

4.1 

'2 

13.2 

9.8 

0.6 

0.6 

1.1 

5.6 

20% 

2.95 

7 

7.1 

1.4 

19.2 

14.1 

0.4 

0.6 

1.0 

4.2 

10% 

1.42 

7 

12.8 

3.2 

9.5 

7.6 

0.5 

0.3 

0.8 

4.9 

22»/2 

4.93 

5 

6.8 

.7 

13.3 

11.1 

0.8 

>  0.4 

0.8 

4.5 

20% 

3.57 

6 

8.7 

1.9 

13.0** 

10.5** 

0.7 

0.4 

0.9 

4.0 

22»/4 

4.33 

5 

9.0 

16 

13.6 

12.6 

0.7 

0.9 

1.1 

4.7 

9»/2 

0.94 

10 

6.3 

LI 

13.5 

11.9 

0.8 

0.8 

0.7 

5.1 

27 

2.79 

10 

4.4 

i.O 

8.4** 

7.1** 

0.5 

0.9 

1.1 

6.3 

8>/2 

0.88 

10 

8.5 

.6 

14.5** 

15.2** 

1.0 

0.4 

1.6 

2.4 

233/4 

2.95 

8 

5.6 

.4 

9.4 

6.6 

0.2 

0.3 

1.1 

9.6 

13 

1.59 

8 

11.5 

!.7 

11.7 

10.2 

0.5 

0.8 

1.1 

6.3 

7% 

0.85 

9 

6.0 

.9 

13.6 

13.6 

1.2 

0.2 

1.3 

2.2 

293/4 

4.70 

6 

8.1 

.0 

16.5 

14.9 

1.3 

0.3 

1.6 

2.0 

33»/2 

6.55 

5 

6.6 

1.6 

11.3 

11.7 

0.8 

1.0 

1.0 

3.4 

18»/2 

2.58 

7 

5.5 

1.2 

13.7 

8.4 

0.7 

0.6 

1.1 

6.0 

H»/4 

2.28 

5 

7.8 

L2 

9.8} 

10.6* 

1.1 

0.2 

0.8 

2.0 

10% 

1.57 

7 

3.0 

1.1 

13.4 

11.1 

0.8 

0.4 

1.3 

2.9 

15»/4 

2.63 

6 

4.5 

.6 

12.6 

12.3 

0.4 

0.7 

0.9 

6.0 

11% 

1.14 

10 

6.2 

».7 

11.6* 

9.1* 

0.7t 

0.2 

2.0 

4.1 

12% 

2.09 

6 

7.9 

6 

12.0 

12.1 

0.8 

0.6 

0.9 

3.6 

26>/2 

4.67 

6 

6.6 

.7 

16.1 

15.7 

1.1 

0.6 

1.0 

2.7 

21V4 

3.06 

7 

5.6 

.3 

11.9 

10.3 

0.7 

0.7 

0.9 

4.6 

12% 

1.64 

8 

5.5 

6 

13.5      • 

12.0 

0.9 

0.3 

1.0 

3.7 

20»/2 

5.53 

4 

8.3 

3 

12.2* 

12.0* 

1.1 

0.2 

1.9 

12 

163/4 

2.93 

6 

8.4 

.3 

12.5 

11.0 

0.6 

0.6 

0.9 

4.6 

173/4 

2.80 

6 

5.6 

LI 

12.1 

8.9 

0.5 

0.8 

0.9 

7.3 

14 

2.56 

5 

10.0 

6 

12.9 

10.6 

0.6 

0.4 

1.0 

4.5 

harge-offs  to  Total  Loans. 

Return  on  Equity  and  Capital 

t  1974  Return  on  Total  Assets. 

tt  1974  Return  on  Equity  and  Capital. 
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The  capital 

of  central  America 

is  in  Memphis. 


There  are  two  ways  to  bank  in  the  18  states  of 
central  America.  Use  your  money  center  banks 
on  the  rim,  say  in  New  York,  Atlanta,  Chicago 
and  Dallas.  Hope  that  they'll  pay  attention  to 
conditions  in  central  America. 

Or  hire  just  one  bank.  In  Memphis,  the 
capital  capitol  of  central  America. 

You  never  gave  Memphis  a  thought?  First 
Tennessee  is  nearly  $2  billion  big  with  the  full 
range  of  corporate  services  and  loan  muscle. 
We're  in  a  competitive  position  to  handle 
regional  banking  for  corporate  giants  or  medium- 
size  companies. 

We  have  the  hardware,  the  people  and  the 
programs  to  provide  everything 
another  bank  in  a  larger,  distant 
city  could.  Not  any  better,  but 
certainly  as  well.  And  we  have 
the  central  location.  Your  foreign 
bankers  may  know  all  about 
the  coffee  beans  of  Colom- 
bia. But  not  know  soybeans 
about  central  America. 

Call  a  native  banker. 
Call  James  A.  Kinney. 
901-523-4115. 


FIRST  TENNESSEE 
NATIONAL  CORPORATION 


The  banks  of  central  America 


The  Forbes  Index 


145 
140 
135 
130 
125 
120 
115 
110 
105 
100 
95 
90 


>>tnat\ 
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\ 

^/ 

V y 

I 

' 

V. 

: 

M 

M   I 

64  1965   1966   1967   1968   1969   1970   1971   1972   1973   1974 


1975 


MAR. 

125.0 

APR. 

125.3 

MAY 

125.4 

JUNE 

125.1 

JULY 

126.0 

AUG. 

126.1 

SEPT. 

124.4 

OCT. 

122.7 

NOV. 

119.2 

DEC. 

115.7 

JAN. 

113.6 

FEB. 

112.7 

MAR. 

110.2 

APR.  (Pre!.) 

109.5 

Composed  of  the  following 

Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Bureau  of  Census  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Bureau  of 


Census  privately  owned  housing  starts) 

Consumption 

•  How  much  are  people  sperding?  (Bureau  of 
The  Census  retail  store  sales) 

•  To  what  extent  are  consumers  going  into  debt? 
(Federal  Reserve  net  change  in  consumer  in- 
stallment debt) 

•  How  costly  are  services?  (U  S  Dept  of  Labor 


service  price  index  related  to  the  consumer 
price  index) 

Income 

•  How  much  are  workers  earning?  (Dept  oi 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.S. 
Dept  of  Labor  initial  unemployment  claims) 


Market  Comment 


Opportunity  in  Adversity 


Back  in  March,  regular  readers  of  this 
column  will  recall,  I  had  a  column 
entitled  "The  Ides  of  April."  The 
burden  of  the  text  was  that  the  Dow 
Jones  industrials,  which  then  were 
sailing  along  beautifully,  might  meet 
some  stubborn  resistance  in  the  800- 
850  area.  Because  so  many  individual 
stocks  continued  to  rise  through  April 
and  May,  and  because  the  high  of 
the  Dow  did  not  come  till  mid-May 
at  around  ^868.58  (intraday),  that 
column  for  a  long  time  looked  off- 
base  to  many  readers,  and  even  to  the 
writer.  Allowing  for  the  perils  of  try- 
ing to  be  too  exact,  however,  the 
philosophy  does  not  look  too  bad  in 
review.  Of  course  the  "ides  of  May" 
would  have  been  better,  but  better 
early  than  never. 

Actually,  the  DJI  got  as  high  as  835 
as  early  as  Apr.  17.  Many  oils,  coals, 
savings  &  loans,  electric  utilities  and 
secondary  stocks,  of  course,  made 
their  tops  after  April  and  even  after 

Mr.   Hooper  is  vice  president  of  the  NYSE  firm  of 
Thomson  &  McKinnon  Auchincloss  Kohlmeyer  Inc. 


By  L.  O.  Hooper 

May  15.  The  fact  remains  that  the 
market  as  a  whole  has  been  meeting 
important  resistance  for  more  than 
two  months  in  roughly  the  800-850 
area.  In  other  words,  for  about  two 
months  stocks  have  been  consolidat- 
ing their  December-April  rise  while 
the  advance  has  rested. 

Aluminum  Co.  of  America  is  down 
from  a  1975  top  of  50K  to  around 
41,  Bethlehem  Steel  from  40&  to  33, 
Freeport  Minerals  from  31%  to  26, 
General  Motors  from  48&  to  43,  In- 
ternational Minerals  6-  Chemical  from 
48/2  to  39,  International  Paper  from 
54K  to  45,  McDonald's  from  60%  to 
54,  Searle  from  253*  to  19,  Union 
Carbide  from  66%  to  56,  U.S.  Steel 
from  658  to  56  and  Xerox  from  875b 
to  68.  These  are  all  "good"  stocks  as 
well  as  "big"  stocks.  In  my  opinion, 
all  of  them,  whether  they  go  a  little 
lower  or  not,  are  now  back  in  a  buy- 
ing area.  Adversity  is  opportunity.  I 
am  thinking,  as  I  usually  do,  of  what 
these  equities  should  do  over  six 
months  or  a  year— not  what  they  may 


do  over  the  next  few  weeks— which, 
after  all,  is  not  too  important  for  a 
real  investor. 

It  should  be  recognized,  I  think, 
that  the  rise  through  April  was  not 
too  selective.  Practically  all  stocks, 
even  many  of  the  worst  ones,  got  too 
low  in  the  final  quarter  of  1974;  much 
of  the  rise  in  the  first  four  months  of 
the  year  was  nothing  more  than  a 
general  recognition  of  that  simple 
fact.  For  the  most  part,  last  fall's  ex- 
treme undervaluation  has  been  cor- 
rected; and  the  market  can  now  oc- 
cupy itself  in  a  more  selective  process. 
Indeed,  we  have  seen  much  of  the 
new  selectivity,  especially  in  second- 
ary issues,  since  the  middle  of  May. 

The  normal  expectation  from  here 
out  would  be  a  fresh  advance  in  the 
averages,  but  a  much  slower  rise  than 
we  had  in  the  first  four  months  of 
the  year.  Much  more  willingness  to 
buy  secondary  issues,  especially  if 
there  is  "a  story,"  is  pretty  sure  to 
appear.  Furthermore,  stocks  should 
be  more  willing  to  respond  to  good 
news— and,  of  course,  to  bad  news. 

But  there  still  are  some  highly  im- 
portant, general  factors  which  can 
be  employed  as  helpful  basics  in  mak- 
ing decisions  concerning  specific  in- 
dustries and  specific  issues.  One  is 
that  this  welfare  state,  which  cannot 
be  reversed,  inevitably  involves  more 
inflation.  That  means  that  assets  are 
of  rising  importance  versus  fluctuat- 
ing profits.  Another  is  that  we  have 
a  chronic  shortage  of  energy  that  can- 
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Today,  you  can  get 
high  interest  rates 
a  lot  of  places.  It's 
Tomorrow  you  have  to 
worry  about!  Read:  "The 
Arithmetic  of 
Disadvantage" 
a  free  booklet. 
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a  no-load  fund 

Write  or  call  collect  for  a 
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Rowe  Price  New  Income  Fund   Inc 
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J   Keogh  Available 
Name 
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Money 
Grows 
Faster 
in  Mexico 

For  information  on  Mexican 
bank  deposits  offering  high 
interest  rates  with  complete 
security,  please  write: 

Eugene  F.  Latham 
Mexletter  Investment  Counsel 
Hamburgo  159 
Mexico  6,  D.F.,  Mexico 
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PUBLIC  LANDS-OPPORTUNITY 

Equal  Opportunity  is  provided  all 
citizens  of  the  U.S.A.  to  partici- 
pate in  the  Profits  and  Tax-Bene- 
fits of  Oil  &  Gas  Lease-Rights  on 
Public  Lands.  Parcels  are  awarded 
each  month  through  PUBLIC 
DRAWINGS  which  provide  profit 
potential  in  excess  of  %  million 
dollars.  DRAWINGS  are  adminis- 
tered by  the  BUREAU  of  LAND 
MANAGEMENT.  Send  $1.00  for 
complete  information. 

FEDERAL  OIL  A  GAS  LEASES.  INC. 

Geological  A  Market  Evaluation  Strvicaa 

2995  LB.J.  Freeway 

P.O.  Boi  29119.  Dipt  FOR. 

Dallas.  Texas  75229  Ph.  (214)  243  4253 


not  be  corrected  for  years,  so  energy- 
related  stocks  are  to  be  sought  in  oil, 
gas,  coal  and  nuclear  areas,  which, 
incidentally,  are  also  asset  areas. 

Another  factor  is  that  interest  rates, 
in  spite  of  the  current  easing,  must 
remain  historically  high  to  compen- 
sate at  least  in  part  for  the  erosion 
of  the  buying  power  of  the  principal 
loaned.  Another— I  fear  not  so  pleasant 
—is  that  it  will  be  difficult  to  improve 
the  standard  of  living  when  so  many 
people  are  being  supported  by  trans- 
fer payments  which  they  receive  with- 
out adding  much  to  the  available  ag- 
gregate store  of  goods  and  services  in 
which  they  share. 

Perhaps  it  is  wise  not  to  be  en- 
thusiastic about  investments  depen- 
dent on  state  and  municipal  spend- 
ing. New  York  is  not  the  only  city 
that  has  been  living  beyond  its  means; 
and  there  are  states  which  are  be- 
ginning to  face  fiscal  difficulties.  In  a 
general  way,  all  this  seems  likely  to 
influence  adversely  spending  for 
schools,  new  buildings  and  much  else, 
perhaps  even  to  cramp  the  plans  of 
the  more  extreme  environmentalists. 
For  the  first  50  years  of  my  practice 
no  one  ever  questioned  the  quality  of 
the  risks  in  state  and  municipal  bonds. 
Now  there  is  need  for  almost  as  much 
careful  selectivity  as  in  common 
stocks,  and  the  spread  between  the 
yields  on  tax-exempts  and  corporation 
bonds  has  narrowed  perceptibly. 

On  The  Move 

The  home  appliance  industry  has 
been  almost  flat  on  its  face  for  an 
unusually  long  period.  This  is  part- 
ly due  to  fewer  new  houses  being 
built  and  partly  from  cramped  family 
budgets  and  fear  of  unemployment. 
The  industry  has  also  been  guilty  of 
having  too  high  a  level  of  inventory. 
The  fact  remains,  however,  that  these 
household  items  wear  out  and  there 
is  a  strong  desire  for  household  im- 
provement. I  think  the  industry  is  be- 
ginning to  improve. 

Maytag  (26)  is  perhaps  the  best 
company  in  this  field,  although  both 
Whirlpool  (22)  and  White  Consoli- 
dated (20)  are  much  larger.  Gen- 
eral Electric  (46)  is  a  considerable 
factor,  but  appliances  are  not  big 
enough  to  set  the  stage  for  this  big 
company.  Raytheon  (53)  has  a  risk 
through  Amana. 

As  a  speculation  in  home  appli- 
ances, I  think  White  Consolidated  has 
real  appeal.  This  is  the  company 
which  took  over  the  appliance  busi- 
ness of  Westinghouse  Electric  last 
winter,  more  than  doubling  its  expo- 
sure. It  seems  to  be  doing  a  good  job 
(as  it  has  done  with  other  compa- 
nies) in  restoring  profitability.  For  a 
long   time   I    was   prejudiced   against 


White  Consolidated,  but  I  think  it  is 
a  company  on  the  move.  The  man- 
agement is  impressive.  Net,  even  this 
year,  may  be  $3  a  share  or  better. 

Growth  Fields 

Another  basic  is  food,  and  fertilizer 
is  a  big  factor  in  increasing  the  yield 
of  such  crops  as  soybeans,  corn, 
wheat,  potatoes  and  most  other  farm 
commodities.  The  leader  here  is  In- 
ternational Minerals  £*  Chemical  (39), 
which,  through  the  absorption  of 
Commercial  Solvents  and  other  com- 
panies, is  also  well  into  other  chemi- 
cals. In  the  fiscal  year  just  ended, 
IGL  apparently  earned  about  $10  a 
share.  Another  smaller  fertilizer  com- 
pany, now  controlled  by  Hudson  Bay 
Mining,  is  Terra  Chemicals  Interna- 
tional (12),  which  will  probably 
show  earnings  of  $5  a  share  for  the 
year.  Terra  specializes  in  gas-pro- 
duced nitrogens  widely  used  in  the 
corn  belt.  It  has  some  close  relations 
with    VV.R.    Grace. 

Among  food  shares,  1  once  mote 
call  attention  to  Archer-Daniels-Mid- 
land (29),  which  is  probably  doing 
more  in  the  technology  of  soybeans 
than  any  other  single  outfit.  I  think  it 
is  a  real  growth  stock  and  will  con- 
tinue to  sell  at  a  high  multiple. 

The  earnings  of  General  Dynamics 
(52)  should  be  good  for  the  next  five 
or  six  years  due  to  the  recent  Com- 
mon Market  acceptance  of  the  F-16 
fighter.  While  the  stock  is  up  from  a 
low  of  19  this  year,  it  would  seem  to 
have  much  further  to  go  as  earnings 
from  the  new  plane  increase.  Through 
Electric  Boat,  General  Dynamics  is 
also  the  biggest  factor  in  submarines 
and  a  large  factor  in  missiles. 

Reserve  Oil  6-  Gas  (10),  with  sales 
around  $800  million,  is  no  small  com- 
pany; it  has  considerable  Canadian 
emphasis,  where  profits  have  been 
somewhat  restricted.  Earnings,  large- 
ly from  oil  and  gas  gathering,  should 
be  around  $1  a  share  again  this  year, 
in  spite  of  all  the  difficulties.  The 
stock  looks  interesting  to  those  who 
can  take  the  risks  and  be  patient.  ... 
In  my  opinion.  Cities  Service  (45)  is 
behind  the  market.  It  is  up  from  a 
low  of  36)4  this  year.  Profits  last  year 
were  $7.58  a  share,  with  cash  flow 
close  to  $16.50.  The  current  estimate 
of  $4.50  for  1975  looks  too  low . 

Zapata  Corp.  (31)  is  a  rather  com 
plicated  company  engaged  in  offshore  I 
drilling,  oil   and  gas  exploration   and 
in  American  flag  subsidized  shipping. 
The  management  is  smart;  a  few  years 
back   it  sold   its   foreign    tankei    fleet ' 
for  a  good  price  and  used  much  of 
the  money  to  reduce  common  capital 
I  like  the  stock  .is  .i  speculation.  Un- 
diluted earnings  this  yeai  could  he  is 
high  .is  V)  oi  $10  .i  share.  ■ 
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alue  Line  Pinpoints  a  "Preferred"  List: 

ich  Stock  Yields 
TILL  Available 

rhese  stocks  offer  yields  of  7%  to  10%  or  even 
ligher — PLUS  superior  Safety 


dany  investors  may  think  that  the  stock  mar- 
et's  large  advance  from  its  1974  bottom  has 
iow  erased  the  opportunities  for  rich  dividend 
'ields.  But  that  is  not  the  case,  as  The  Value 
.ine  Investment  Survey  (May  23)  shows: 

Of  1550  stocks  continually  reviewed  by  Value 
ine,  341  currently  yield  7%  to  10%  or  higher 
-based  on  estimated  dividends  in  the  next 
2  months.  But  don't  leap  into  such  stocks 
ndiscriminately.  Here's  why: 

Of  the  341  stocks  yielding  7%  and  up,  we 
iow  assess  73  as  "doubtful"  with  respect  to 
naintaining  their  present  dividend  rates.  The 
est,  in  our  judgment,  provide  "secure"  divi- 
iends  on  the  basis  of  current  evidence.  (Every 
t/eek,  Value  Line  clearly  marks  all  "doubtful" 
tocks.) 

VHAT  ABOUT  SAFETY? 

Ve  believe  most  income-minded  investors  also 
jok  for  a  high  degree  of  safety— for  stocks 
mich  strongly  resist  "yo-yo"  price  behavior. 

Value  Line  regularly  ranks  each  of  1550 
itocks— from  1  (Highest)  down  to  5  (Lowest)— 
or  relative  Safety.  This  rank  primarily  reflects 
ie  degree  to  which  a  stock  typically  fluctuates 
round  its  own  long-term  price  trend.  The 
reater  the  price  stability,  the  higher  the  Safety 
ank. 

(In  every  major  market  decline  of  the  past 
2  years,  stocks  ranked  1  or  2  for  Safety  have 
onsistently  held  up  better  than  the  average 
f  all  other  stocks  covered  by  The  Investment 
urvey.) 

Fortunately,  there  are  currently  a  good  many 
igh-yielding  stocks  which  are  also  rated 
uperior  (1  or  2)  by  Value  Line  for  Safety.  Thus 
ou  do  not  have  to  compromise  on  Safety  to 
et  generous  income,  and  you  shouldn't. 

HE  PREFERRED  LIST 

he  table  below  shows  the  total  number  of 
tocks  in  the  7%-and-up  yield  ranges,  and  how 
ie  number  is  reduced  when  you  eliminate  (a) 
.ocks  with  "doubtful"  dividends,  and  (b) 
tocks  rated  only  average  or  lower  (3,  4  or  5) 
y  Value  Line  for  Safety.  The  bottom  line  is 
ie  "preferred"  list. 


CURRENT  YIELD 

7.0% 
to 

7.9% 

8.0% 
to 

8.9% 

9.0% 
to 

9.9% 

10% 

and 
OVER 

TOTAL 

7% 

and 
OVER 

TOTAL  NUMBER  of 
stocks  in  each  yield 
range 

113 

88 

65 

75 

341 

ELIMINATION  *1- 
takes  out  this  many 
stocks  whose             C 
dividend  rates  are 
"doubtful" 

-18 

-27 

-13 

-15 

-  73 

ELIMINATION  #2- 
Ukes  out  this 
many  stocks  rated  only 
average  or  lower  for 
Eatery 

-54 

-21 

-17 

-14 

-106 

PREFERRED  LIST— 
number  of  stocks  with 

cure"  dividends 
jlso  rated  superior 
M  Safety 

.  41 

40 

35 

46 

162 

(The  Value  Line  Investment  Survey,  May  23.  1975) 

The  tabulations  shown  above  will  change,  of 
Durse,  in  response  to  changes  in  stock  prices, 
imings  prospects  and  other  factors.  But  with 
b  current  Value  Line  Survey  coming  to  you 
ich  week,  you  can  make  up-to-date  "screen- 
gs"  any  time  you  want— in  just  a  matter  of 
mutes. 


PRICE  PERFORMANCE 

In  addition  to  the  foregoing,  Value  Line  also 
continually  ranks  1550  stocks— each  relative  to 
all  the  others— for  Probable  Market  Perform- 
ance in  the  Next  12  Months.  Here's  how  the 
ranks  work: 
100  stocks  are  ranked  1  (Highest) 
300  stocks  are  ranked  2  (Above  Average) 
750  stocks  are  ranked  3  (Average) 
300  stocks  are  ranked  4  (Below  Average) 
100  stocks  are  ranked  5  (Lowest) 
The  ranking  system  is  designed  to  measure 
probabilities.  We  expect  higher-ranked  stocks 
to  go  up  more  in  a  rising  market— or  down  less 
if  the  market  sinks— than  lower-ranked  stocks. 
Of  course  no  system  can  guarantee  profits 
or  eliminate  the  possibility  of  losses.  Not  every 
stock  will  always  perform  in  accordance  with 
its  rank.  But  such  a  large  majority  have  over 
the  past  10  years  that  we  believe  these  ranks 
can  help  sharply  improve  your  overall  results. 
Therefore,  we  suggest  you  focus  on  stocks 
with  the  most  favorable  Performance  ranks  you 
can  find,  consistent  with  your  Yield  and  Safety 
objectives.  In  buying,  avoid  stocks  Value  Line 
ranks  4  or  5  for  Performance. 

UPDATED  EVERY  WEEK 

Every  week— for  EACH  of  1550  stocks— Value 
Line  in  its  Summary  of  Advices  and  Index  pre- 
sents the  up-to-date  . . . 

a)  Rank  for  Probable  Price  Performance  in 
the  Next  12  Months— ranging  from  1  (High- 
est) down  to  5  (Lowest). 

b)  Rank  for  investment  Safety  (from  1  down 
to  5). 

c)  Estimated  Yield  in  the  Next  12  Months— 
with  a  "blackball"  next  to  each  stock 
about  whose  present  dividend  rate  there 
is  some  doubt. 

d)  Estimated  Appreciation  Potentiality  in  the 
Next  3  to  5   Years— showing   the   future 

""target"  price  range  and  the  percentage 
price  change  indicated. 

e)  Current  price  and  P/E,  plus  estimated 
annual  earnings  and  dividends  in  the 
current  12  months.  Also  the  stock's  Beta. 

f)  Very  latest  available  quarterly  earnings 
results  and  dividends,  together  with  year- 
earlier  comparisons. 


In  addition,  each  of  the  1550  stocks  is  the 
subject  of  a  comprehensive  new  full-page  Rat- 
ing &  Report  at  least  once  every  three  months 
in  pre-scheduled  sequence,  with  supplement- 
ary reports  issued  whenever  new  evidence 
requires.  You  are  never  left  hanging.  The  full- 
page  reports  include  23  series  of  vital  financial 
and  operating  statistics  going  back  10  years 
and  estimated  3  to  5  years  into  the  future. 

HOW  TO  PARTICIPATE 

You  can  now  receive  the  complete  Value  Line 
Investment  Survey  for  the  next  10  weeks  for 
only  $25  (more  than  45%  off  the  regular  rate). 
This  will  bring  you  everything  offered  above 
plus  all  of  the  following: 

EVERY  WEEK  a  new  SUMMARY  OF  ADVICES 
section  (24  pages)  . .  .  showing  the  current  rat- 
ings of  1550  stocks  for  future  relative  Price 
Performance  and  Safety— together  with  their 
Estimated  Yields  and  the  latest  earnings,  divi- 
dends and  P/E  data. 

EVERY  WEEK  a  new  RATINGS  &  REPORTS 
section  (144  pages)  . . .  with  full-page  analyses 
of  about  120  stocks.  During  the  course  of  every 
13  weeks,  new  full  page  reports  are  issued  on 
all  1550  stocks,  replacing  and  updating  the 
previous  reports.  (It  takes  but  a  minute  a  week 
to  file  the  new  reports  in  your  Value  Line 
binder.) 

EVERY  WEEK  a  new  SELECTION  &  OPINION 
section  (4  pages)  .  .  .  with  a  detailed  analysis 
of  an  Especially  Recommended  Stock— plus  a 
wealth  of  investment  background  including  the 
Value  Line  Composite  Average  of  more  than 
1550  stocks. 

PLUS  THIS  $35  BONUS  .  .  .  Value  Line's  com- 
plete 1800-page  Investors  Reference  Service 
(sold  separately  for  $35),  with  our  latest  full- 
page  reports  on  all  stocks  under  review— fully 
indexed  for  your  immediate  reference. 

MONEY  BACK  GUARANTEE 

You  take  no  risk  accepting  this  special  offer. 
If  you  are  not  completely  satisfied  with  The 
Value  Line  Investment  Survey,  just  return  the 
material  you  have  received  within  30  days  for 
a  full  refund  of  your  fee. 

To  accept  this  invitation,  simply  fill  in  and 
mail  the  attached  coupon  today. 


SIGNATURE 


NAME  (PLEASE  PRINT) 


ADDRESS 


The  Value  Line  Investment  Survey 

ARNOLD  BERNHARD  &  CO.,  INO  •  5  EAST  44th  STREET  •  NEW  YORK,  N.Y.  10017 

Yes,  I  would  like  to  try  The  Value  Line  216H01 

Investment  Survey  for  the  next  10  weeks 
at  the  Special  trial  rate  of  $25  under  the 
terms  and  guarantee  listed  above. 

This  special  offer  is  limited  to  new 
subscriptions  and  is  available  only  once 
to  any  household  every  two  years. 

□  $25  Payment  enclosed  (Trial  sub- 
scriptions must  be  accompanied  by 
payment). 

□  I  would  prefer  one  year  (52  issues) 
of  Value  Line  and  The  Investors  Refer- 
ence Service  for  $248. 

□  $248  Payment       Q  Bill  me  for  $248 
enclosed 

N.Y.  residents,  please  add  applicable 
sales  tax.  Subscription  fees  are  fully 
tax-deductible.  Foreign  rates  upon  re- 
quest. 
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Stock  Comments 


Wobbly  But  Healthy 


By  Heinz  H.  Biel 


Ever  since  early  May  when  the  Dow 
first  reached  the  850-860  area,  the 
stock  market  has  been  a  bit  wobbly. 
It  has  fluctuated,  at  times  rather  vio- 
lently, within  a  60-point  range,  and 
even  some  of  the  more  faithful  bulls 
are  beginning  to  question  their  own 
convictions. 

As  I  pointed  out  in  my  May  15 
column,  making  use  of  Tony  Tabell's 
studies  on  the  subject,  the  stock  mar- 
ket was  likely  to  run  into  strong  re- 
sistance once  it  had  reached  a  level 
where  a  huge  volume  of  shares  had 
been  traded  prior  to  the  market's  col- 
lapse last  year.  The  overhead  supply, 
as  the  technicians  call  it,  is  proving 
to  be  formidable  indeed. 

I  do  not  believe  that  a  period  of 
uncertainty  and  hesitation  is  sufficient 
reason  to  write  off  this  bull  market  as 
passe.  What  is  happening  now  is  per- 
fectly normal  and  by  no  means  un- 
healthy. We  see  a  rotation  of  favored- 
stock  groups,  and,  when  some  get 
too  far  out  of  line,  they  get  clob- 
bered. Such  corrections  are  good  and 
necessary.  They  forestall  major  ex- 
cesses in  the  future. 

Meanwhile,  secondary  stocks  of 
good  quality,  but  not  as  prestigious 
as  institutional  favorites  like  an  East- 
man Kodak,  are  stirring.  In  recent 
weeks  they  have  been  dominating  the 
list  of  new  highs,  while  most  primary 
issues  reacted  and  rested.  Overall,  it 
seems  to  me,  the  stock  market  is 
stronger  than  the  indifferent  action  of 
the  averages  suggests.  As  far  as  the 
overhead  supply  of  stocks  is  con- 
cerned, I  remain  confident  that  it  will 
eventually  be  overcome.  When  the 
force  is  strong  enough,  even  a  Magi- 
not  Line  will  crumble. 

One  more  word  on  the  general  mar- 
ket: I  just  can't  see  that  monetary 
ease  is  bearish.  The  yield  on  90-day 
Treasury  bills  has  fallen  below  5%; 
banks  pay  only  about  5.5%  on  cer- 
tificates of  deposit  of  similar  matur- 
ity; and  money  funds,  like  Dreyfus 
Liquid  Assets,  pay  about  5.8%.  Faute 
de  mieux,  yield-hungry  investors  not 
only  snap  up  just  about  every  new 
issue  of  prime  intermediate-term  cor- 
porate notes  (at  8%)  as  well  as  long- 
term  bonds    (at  8.5%),  but  they  are 

Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Hoppin,  Watson  Inc. 


also  buying  utility  stocks,  whose  divi- 
dend rates  now  look  a  little  more  se- 
cure than  they  did  a  half  year  ago. 
In  my  experience,  these  are  bullish 
indications  for  the  stock  market. 

Follow  The  Leader? 

It  is  wonderful  to  own  stocks  that 
the  institutions  are  buying.  There  is 
nothing  like  heavy,  concentrated  buy- 
ing to  move  a  stock  up.  Howling  with 
the  wolves,  or  preferably  howling 
before  they  did,  once  again  proved 
highly  profitable  during  the  past 
nine  months. 

However,  heaven  help  the  hapless 
holder  of  a  stock  that  the  profession- 
als have  decided  to  dump.  And  those 
professional  money  managers  can  do 
that  so  dam  fast  that  it  may  all  be 
over  before  the  individual  investor 
knows  what  has  hit  him. 

The  most  recent  casualty  is  G.D. 
Searle,  top-rated  maker  of  pharma- 
ceuticals and  other  health-care  prod- 
ucts. In  less  than  two  weeks  this  stock 
was  knocked  down  from  25  to  17&,  a 
full  30%!  Huge  blocks  were  thrown  at 
the  market.  In  a  single  week  more 
than  2  million  shares  were  traded  on 
the  New  York  Stock  Exchange. 

What  happened?  It  was  announced 
that  the  Food  &  Drug  Administra- 
tion will  hold  hearings  on  the  pos- 
sible toxicity  of  Searle's  two  most 
important  drugs,  Aldactone  and  Al- 
dactazide,  which  together  accounted 
for  14%  of  sales  last  year.  Both  drugs 
have  been  increasingly  used  for  the 
treatment  of  high  blood  pressure. 
Now  it  has  been  found  that,  after 
having  been  fed  350  times  the  normal 
dosage,  rats  developed  "benign  tu- 
mors." One  shouldn't  even  take  as- 
pirin in  such  amounts. 

And  if  that  scare  wasn't  enough, 
Lancet,  the  British  medical  journal— 
which  seems  to  have  a  knack  for  such 
things,  as  Upjohn  found  out  to  its 
grief  last  year— published  a  letter  from 
a  doctor  saying  that  several  of  his  pa- 
tients who  had  been  using  one  of  the 
Searle  drugs  had  developed  breast 
cancer.  Searle  had  to  be  very  guarded 
in  its  response  because  of  a  pending 
registration  statement  for  a  $150-mil- 
lion  note  issue.  The  company  merely 
stited  that  if  millions  of  people  use 
a  drug,  it  is  inevitable  that  some  of 


these  people  will  get  cancer,  regard- 
less of  whether  or  not  they  use  this 
or  any  other  drug. 

Nevertheless,  the  Lancet  story  un- 
leashed another  selling  wave,  result- 
ing again  in  a  turnover  of  over  2  mil- 
lion shares  in  the  second  week  of 
Searle's  tribulation.  It  seems  to  me 
that  the  institutional  investors,  who 
owned  well  over  10%  of  Searle's  stock, 
overreacted  in  an  extreme  manner. 
And,  as  has  been  observed  many 
times  in  the  past,  they  followed  one 
another  like  sheep. 

I  don't  know  what  the  consequence 
will  be  for  Searle.  The  company  ap- 
parendy  is  confident  that  nothing 
much  will  happen.  Maybe  it  will  have 
to  change  its  labeling.  It  is  possible, 
however,  that  some  doctors,  scared  by 
potential  malpractice  claims,  may  not 
prescribe  these  drugs.  This  could  slow 
down  the  phenomenal  growth  of  their 
use  in  recent  years  or  conceivably 
cause  a  decline.  Only  time  will  tell. 
Meanwhile,  it  is  expected  that  this 
year's  earnings  will  exceed  last  year's 
record  of  $1.41  a  share  by  a  fair- 
sized  margin. 

My  advice  to  the  individual  hold- 
er of  Searle  is:  Don't  panic!  This  is  an 
extremely  fine  company.  Its  life  is  not 
at  stake,  nor  is  its  future  prosperity. 
Sure,  the  stock  is  under  a  cloud  right 
now.  It  may  take  a  few  months  for 
this  cloud  to  dissipate  and  for  the 
stock  to  regain  the  ground  it  lost. 
But  at  its  present  price  of  under  20, 
it  is  a  BUY,  not  a  sell. 

Consider  The  Option 

On  Friday  the  13th(!)  of  June, 
trading  in  Searle  options  began  on 
the  American  Stock  Exchange.  The 
November  option,  with  a  striking  price 
of  20,  has  intriguing  potential  as 
a  speculation.  Five  months,  it  seems 
to  me,  should  be  long  enough  for  the 
dust  to  settle,  but  February  1976  op- 
tions are  also  available. 

Finally,  the  moral  of  this  story: 
Obviously,  keeping  company  with 
the  wolves  is  not  without  hazards. 
They  play  with  other  people's  mon- 
ey, not  their  own.  As  the  record 
shows,  they  are  not  necessarily  smart- 
er just  because  they  handle  mil- 
lions and  billions  of  dollars.  If  a 
stock  has  acquired  a  question  mark 
for  one  reason  or  another,  they  would 
rather  get  rid  of  it  last  than  show 
it  as  a  position  in  their  next  quar- 
terly statement,  which  in  this  case 
was  June  30.  A  contributing  lie 
tor  to  the  Searle  debacle  max  have 
been  freely  "negotiated"  commission 
rates.  Since  many  Institutions  feel 
compelled  to  seek  the  lowest  i.il, 
some  sell  orders  seem  to  have  been 
"butchered"  rather  than  executed  I 
with  care.  ■ 
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The  Money  Market 


Better  Buy  Bonds 

By  F.  Harlan  Batrus 


"Buy  bonds  to  the  utmost"  was  a 
war  bond  slogan  urging  Americans  to 
help  the  country.  Yields  were  low. 
The  incentive  was  patriotism.  Right 
now,  yields  are  high,  and  the  incen- 
tive is  profit. 

Industrial  bonds  of  the  three  high- 
est ratings,  AAA,  AA  and  A,  are  at- 
tractive at  current  market  levels.  In 
spite  of  the  rally,  they  are  still  at- 
tractive compared  with  historic  yield 
levels  of  high-quality  bonds  and  com- 
pared with  their  past  relationship  to 
stock  yields. 

The  most  dramatic  comparisons  are 
between  bonds  and  stocks.  Twenty- 
five  years  ago  you  could  buy  a  good 
stock  yielding  8%  vs.  a  high-quality 
bond  yielding  3%.  Today  the  DJI 
yields  4.5%  while  industrial  bonds 
yield  9%.  Relatively  speaking,  the 
stock  market  is  high;  current  yields 
are  low.  The  bond  market  is  low; 
yields-to-maturity  are  high.  I  believe 
that,  in  time,  this  relationship  will  re- 
verse. Discount  bonds  will  appreciate 
in  price  as  yields  drop. 

The  point  is  this:  There  is  an  ex- 
cellent case  to  be  made  that  bonds 
will  outperform  stocks  during  the 
next  three  years. 

From  Stock  To  Bond 

As  with  utilities  (see  my  column, 
June  1 ) ,  there  are  many  specific  op- 
portunities in  every  industry  sector  to 
increase  your  expected  total  return 
and  at  the  same  time  lower  risk  by 
switching  from  the  stock  of  a  com- 
pany to  the  bonds  of  the  same  com- 
pany. Risk  is  reduced,  of  course,  be- 
cause the  bonds  are  a  senior  claim 
on  the  same'assets. 

The  bond  market  is  very  concerned 
with  credit  standing.  This  market  is 
dominated  by  institutional  risk  avert- 
ers.  A  deterioration  of  a  bond's  value 
relative  to  other  bonds  of  similar 
rating  is  a  signal  of  institutional  con- 
cern for  that  company's  future  ability 
to  guarantee  timely  interest  payments. 
But  remember  this:  If  interest  pay- 
ments are  a  concern,  dividend  pay- 
ments must  be  in  great  doubt. 

Future  expected  return  should  be 
your  concern  also.  With  bonds  the 
return  is  almost  always  more  certain 
than  it  is  with  stocks.  Remember, 
companies  promise  to  pay  debt  and 


hope  to  pay  dividends. 

The  jargon  of  the  bond  market  re- 
fers to  low-quality  bonds  with  very 
high  yields  as  "junk  bonds."  Junk 
bonds  are  those  with  a  rating  below 
BBB.  Standard  &  Poor's,  a  closely  fol- 
lowed rating  service,  says  bonds  of 
rating  BB  "are  regarded  as  lower  me- 
dium grade.  They  have  only  minor  in- 
vestment characteristics."  If  the  bonds 
are  called  junk,  what  would  you  call 
the  equity  in  the  same  company? 

Speculations 

The  prices  of  low-quality  bonds 
predominantly  respond  to  develop- 
ments within  the  company.  A  sharp 
downward  move  in  interest  rates, 
which  moves  quality-bond  prices  up, 
can  leave  the  prices  of  troubled  bonds 
unchanged  or  lower.  Purchases  of 
very  low-quality  bonds  are  a  specu- 
lation in  the  specific  future  of  the 
company.  Sometimes  a  very  good 
speculation. 

If  the  idea  of  bonds  as  a  specula- 
tion surprises  you,  let  me  say  that 
bonds  are  the  most  prudent  vehicle 
to  invest  in  many  suspected  turn- 
arounds. For  example,  Sid  Lurie  in 
his  June  1  column  cites  Western  Un- 
ion's more  secure  earnings  and  a  pos- 
sibility for  equity  appreciation.  How- 
ever, Western  Union  bonds  are  avail- 
able on  the  New  York  Stock  Ex- 
change at  deep  discounts  with  yield- 
to-maturity  of  over  13.5%.  Aren't  the 
bonds  a  better  bet  for  appreciation 
—with  less  risk? 

Very  few  major  yield  differentials 
between  similar  bonds  go  unnoticed 
in  the  institutional,  over-the-counter 
bond  trading  market.  Bond  special- 
ists—dealer traders,  portfolio  managers, 
and  supersalesmen— spend  their  work- 
ing lives  looking  for  significant  yield 
discrepancies.  Trading  is  done  in 
pieces  of  500M  or  1000M  ($500,000 
or  $1,000,000),  and  opportunity  is 
quickly  pounced  on  when  historical 
relationships  vary  by  even  five  or  ten 
basis  points.  (One  hundred  basis 
points  equal  1%.) 

However,  there  is  a  unique  oppor- 
tunity in  bond  value  for  the  small  in- 
vestor on  the  New  York  or  American 
exchanges.  Very  attractive  offerings  of 
up  to  50  bonds  ($50,000)  sit  on  the 
floor    because    the    sagacious    institu- 


tional money  doesn't  care  to  arbi- 
trage such  a  small  situation.  The  sit- 
uation is  this:  Bonds  of  lower  coupons 
are  frequently  offered  at  yields-to-ma- 
turity of  50  to  100  basis  points  high- 
er than  identical  bonds  with  higher 
coupons.  Why  is  that?  Because  most 
small  investors  recognize  only  the 
amount  of  current  yield  (the  coupon 
divided  by  the  price)  of  a  bond  in- 
stead of  the  more  important  yield-to- 
maturity  of  the  bond. 

Western  Union  is  a  perfect  exam- 
ple. The  WU  5.25  due  1987  and  the 
5  due  1992  are  offered  at  dollar  prices 
which  are  yields-to-maturity  of  90 
basis  points  more  ( 13.5%  compared 
with  12.6%)  than  the  WU  8.45  due 
1996  or  the  7.90  due  1997.  These  low- 
coupon  bonds  at  the  greater  yield-to- 
maturity  are  a  much  better  value  even 
though  they  have  a  lower  current  re- 
turn. You  are  paying  less  in  the  pres- 
ent for  money  to  be  received  in  the 
future.  Beware,  though,  when  you 
find  really  huge  differences— 150  basis 
points  or  more— between  coupons. 
One  issue  may  be  of  lower  quality, 
subordinated  to  the  other. 

High  Yields 

Because  of  marketability  problems, 
buy  bonds  that  are  listed  on  the 
American  or  New  York  stock  ex- 
changes. Many  intermediate  (five-to- 
ten-year)  notes  have  been  issued  by 
A-rated  industrial  companies.  Avail- 
able yields,  however,  are  usually  un- 
der 9%.  Higher  yields  are  available  in 
long-term  debentures:  ITT,  Dresser, 
Texas  Oil  <b  Gas  and  American  Smelt- 
ing 6-  Refining  have  recently  issued 
attractive  debentures. 

The  decision  to  make  a  change  from 
equity  to  debt  should  be  made  with 
the  assistance  of  your  broker.  He  can 
tell  you  the  yield- to- maturity  that  cor- 
responds to  the  dollar  price  quote  on 
the  bonds  given  in  newspaper  list- 
ings. Your  only  problem  may  be  cop- 
ing with  your  stockbroker's  dislike, 
distrust  or  plain  ignorance  of  bonds. 

Consider  this  for  a  possible  stock- 
into-bond  switch:  Chrysler.  You  own 
100  shares.  The  stocK  quote  is  $11 
and  the  current  dividend  is  zero. 
Checking  the  bond  listing,  you  note 
that  Chrysler  sinking  fund  debentures 
with  87e  coupon  due  3/1/95  are  avail- 
able at  70,  which  is  $700  per  bond. 
This  is  a  13.2%  yield-to-maturity  and 
a  current  return  of  12.6%.  The  Chrysler 
8  due  1998  is  offered  at  about  the 
same  yield-to-maturity,  so  you  choose 
the  8%  with  the  shorter  maturity  and 
better  sinking  fund.  You  sell  the  100 
shares  for  $1,100  and  buy  two  bonds 
with  an  additional  $300.  Your  current 
return  goes  from  0  to  12.6%  and  you 
still  have  a  good  bet  on  a  possible 
Chrysler  turnaround.   ■ 
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W°  MARKETING 

GROWTH 

MAPCO's  marketing  arm,  the  Thermogas 
Division,  reported  that  propane  sales  were 
up  more  than  15%  in  the  first  quarter  of  1975, 
as  compared  to  the  same  period  a  year  ago. 
A  detailed  review  is  contained  in  our 
Quarterly  Review.  If  you'd  like  a 
copy,  write: 

mapco 

a  inc. 


1437  S.  Boulder  Ave. 
Tulsa,  Oklahoma  74119 

SYMBOL  MDA 
NYSE*  MWSE*  PSE 


IN  1800.  YOU 
COULD  BE  IMPRISONED  FOR 


Locked  away,  all  your  life,  because 
you  couldn't  adjust  to  society. 

It  took  a  lot  to  change  people's 
minds  about  what  it  meant  to  be 
emotionally  disturbed. 

Most  of  all,  it  took  colleges  and 
college-trained  minds. 

People  who  could  look  beyond 


the  myths  of  "demon  possession" 
and  ahead  to  therapy,  analysis,  and 
medical  treatment. 

Thanks  to  colleges  and  univer- 
sities, many  people  who  would  have 
once  been  hidden  from  society  now 
are  helped  to  lead  rich,  fulfilling 
lives. 

But  we  still  have  other  myths  to 
overcome.  Myths  about  cancer,  and 
heart  disease,  race,  population, 
inequality,  energy,  poverty,  and 
ignorance.  And  more. 

The  minds  who  can  overcome 
them,  need  college  educations.  But 
colleges  desperately  need  our 
financial  support. 

Every  dollar  we  give  to  support 
higher  education,  is  a  dollar  given 
to  a  higher  quality  of  life  for 
everyone. 

GIVE  TO  THE  COLLEGE  OF  YOUR  CHOICE.  NOW. 


Council  For  Financial  Aid  To  Education 


V! 


Readers  Say 


_  A  Public  Service  of  This  Magazine 
*  I  &  The  Advertising  Council 


(Continued  from  page  8 
matic  reinvestment  of  dividends  01 
common  stock  by  deferral  of  taxes  oi 
such  dividends  and  provide  for  ta 
treatment  as  capital  gains  when  th 
stock  thus  purchased  is  ultimate! 
sold.  This  has  significant  potential  fa 
helping  to  restore  investor  coniideno 
as  well  as  raise  needed  capital.  Thi 
modest  change  in  the  Internal  Revj 
enue  Code  would  provide  a  ne\j 
means  for  people  to  save  toward  re 
tirement  and  supplement  the  often  in 
adequate  benefits  of  Social  Securit 
and  some  private  pension  plans. 

—Theodore  F.  Broph 

President 

GT&I 

Stamford,  Conn 

Birds  Of  A  Feather? 

Sir:  MSF  receiving  the  Harmo 
Trophy  (Forbes,  June  1)  makes  a 
much  sense  as  Kissinger  receiving  th 
Nobel  prize  for  peace  in  Vietnam. 

Paul  J.  Ca| 
Williamsville,  N.\ 

Doctor  Forbes 

Sir:    Franklin    Pierce   College   doi 
not   give   away   bachelor   degrees   I 
anyone— they  must  be  earned.  Whaj 
we   awarded    to    that   ".  .  .    bold   ven 
hirer    in    the    arena   of   life,    Malcolr 
Stevenson  Forbes,"  is  the  honorary  d< 
gree   of   Doctor   of    Fine   Arts    (Jun 
15).  I  make  this  correction  to  set  th 
record  straight  for  all  mothers  whoi 
pride  has  given  our  language  that  git 
rious  phrase,  "my  son,  the  doctor." 

—Joseph  Freedm  \ 
Coordinator  of  Communication 
Franklin  Pierce  Colleg 
Rindge,  VI 

Enough! 

Sir:  Always  wondered  what  [Ma 
eolm  Forbes]  look-,  like,  but  aftei  th 
last  few   issues  my  curiosity  has  bee 

saturated.  .  .  . 

Low  ill  PaiJ 

Salt   Lake  City,  I   ta 

Potato  Typo 

Sue  How's  that  again?  "So  depei 
dent  on  potatoes  did  Ireland  becon 
that  the  potato  blight  of  the  mi 
1880s.  .  .  ."  (Forbes,  June  15,  p,  "> 
This  is  an  event  apparently  unknoyi 
to  historian  CM.  Trevelyan.  I  sia 
gest  that  the  cop)  refers  to  the  mit 
1840s,  known  as  the  Hungry  Forti« 

-O.I     <  i  d 
Austin     IV 

The  original  copy  read  "mid  1800* 
and  the  typo  slii>j>t  d  through  ia 
caught    Ed 
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Liberty  is  the  result  of 
free  individual  action, 
energy  and  independence. 
Samuel  Smiles 


It's  not  enough  diat  we  do  our 
best;  sometimes  we  have  to 
do  what's  required. 
Winston  Churchill 


Temporary  success  can  be  achieved 
in  spite  of  a  lack  of  other 
fundamental  qualities,  but 
no  advance  can  be  maintained 
without  hard  work. 
William  Feather 


In  seeking  honey  expect 
the  sting  of  bees. 
Ararian  Proverr 


Do  not  hold  the  delusion  that 
your  advancement  is  accomplished 
by  crushing  others. 
Cicero 


There  is  nothing  so  elastic 
as  the  human  mind.  The  more  we 
are  obliged  to  do,  the  more 
we  are  able  to  accomplish. 
Tryon  Edwards 


In  commitment,  we  dash  the  hopes 
of  a  thousand  potential  selves. 
Byron 


Leadership  is  the  initiation 
and  direction  of  endeavor 
in  the  pursuit  of  consequence. 
Anything  else  is  criticism 
from  janitors. 
Royal  Alcott 


He  knew  no  fear  except 
the  fear  of  doing  wrong. 
Rohert  G.  Ingersoll 


Good  is  good,  but  better  carrieth  it. 
H.G.  Bohn 


When  a  man  does  all  he  can, 
though  it  succeeds  not  well, 
blame  not  him  that  did  it. 
George  Washington 


The  person  who  advances 
is  not  the  one  who  is  afraid  to 
do  too  much;  it  is  the  one  whose 
conscience  will  not  permit  him 
to  do  too  little,  the  one  whose 
driving  desire  is  to  give  the  best 
that  is  in  him,  even  though 
it  may  seem  at  times  like  casting 
bread  upon  unreturning  waters. 
B.C.  Forbes 


The  earnestness  of  your  desire 
will  indicate  the  distance 
you  are  likely  to  travel. 
Clark  C.  Stockford 


The  foundation  of  true  joy 
is  in  the  conscience. 
Seneca 


Conceit  is  the  quicksand  of  success. 
Arnold  Glasow 


The  superior  man  seeks 
what  is  right;  the  inferior  one, 
what  is  profitable. 
Confucius 


When  liberty  destroys  order, 
the  hunger  for  order 
will  destroy  liberty. 
Will  Durant 


It  is  a  general  popular  error 
to  imagine  the  loudest 
complainers  for  the  public 
to  be  the  most  anxious 
for  its  welfare. 
Edmund  Burke 


Those  who  expect  to  reap 
the  blessing  of  freedom 
must  undertake  to  support  it. 
Thomas  Paine 


The  policy  of  the 
American  government 
is  to  leave  their  citizens  free, 
neither  restraining  nor  aiding 
them  in  their  pursuits. 
Thomas  Jefferson 


Liberty  without  learning 
is  always  in  peril,  and  learning 
without  liberty  is  always  in  vain. 
John  F.   Kennedy 


Executive  Gift  Suggestions:  Over 
3,000  "Thoughts"  now  available  in 
574-page  book  at  $9.95.  Also  Fact 
and  Comment — the  most  (/noted 
editorials  of  Malcolm  Forbes  in 
hardcover  at  $7.95.  Send  check(s) 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  1001L.  NY.  State 
residents,  add  4%-Hc/(  sales  tax. 


A  Text . . . 


Sent  in  by  Leroy  C  McCauley,  Sarasota, 
Fla.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  senders 
of  texts  used. 


Now  the  Lord  is  that  Spirit:  and 
where  the  Spirit  of  the  Lord  is.  then 
is  liberty. 
II  Corinthians  3: 17 
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f  your  big  computer  can't  give 

somebody  what  he  wants, 

jive  him  a  computer  that  can. 


Its  hard  for  one  computer  to  be  all 
ngs  to  all  people. 

So  if  your  big  computer  can't  do  what 
mebody  wants  done,  get  a  small  computer 
do  the  job. 

A  Data  General  computer. 

At  Lowe's  Companies  ( a  group  of  1 30 
ilding  material  stores )  the  central  com- 
ter  knew  the  current  prices  and  stock 
rels  of  the  7,000  items  in  stock  at  each 
we.  But  the  salesmen  didn't. 

So  Lowes  data  processing  management 
t  Data  General  computers  in  their  stores 
give  the  salesmen  all  the  information  they 
eded.  Our  computers  cost  a  third  less 
an  the  IBM  3  70  it  would  have  taken  to  do 


the  job.  And  ours  do  the  job  better. 

At  the  end  of  every  day,  our  computers 
automatically  report  to  the  computer 
center  in  the  home  office.  And  by  the  begin- 
ning of  the  next  day,  the  central  computer 
sends  each  store  the  latest  prices  and  new 
stock  information. 

Data  General  computers  not  only  make 
order-taking  easier  and  more  accurate,  they 
also  cut  the  time  needed  to  take  an  order  by 
30%  and  reduce  inventory  carrying  costs, 
pricing  errors,  and  bad  debt  losses. 

RCA  Records  put  our  computers  in  the 
hands  of  their  operating  management  so 
they  could  do  order  processing  and  inven- 
tory control  without  getting  caught  up  in  the 
complications  of  a  big  computer. 

One  of  the  largest  banks  in  the  Northeast 
put  a  Data  General  computer  in  their  trust 
department  to  give  their  portfolio  officers 
access  to  vital  investment  information  in 
their  large  IBM  computer.  And  our  computer 
does  the  job  for  much  less  than  it  cost  for  the 
large  computer  to  do  it  alone. 

So  instead  of  giving  people  reasons  why 
your  big  computer  can't  do  something,  write 
for  our  brochure,  "The  Sensible  Way  to  Use 
Computers!' 

Then  when  somebody  starts  complain- 
ing about  your  computer,  you'll  know  enough 
to  tell  him  where  to  go. 
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Liberty  is  the  result  of 
free  individual  action, 
energy  and  independence. 
Samuel  Smiles 


It's  not  enough  that  we  do  our 
best;  sometimes  we  have  to 
do  what's  required. 
Winston  Churchill 


Temporary  success  can  be  achieved 
in  spite  of  a  lack  of  other 
fundamental  qualities,  but 
no  advance  can  be  maintained 
without  hard  work. 
William  Feather 


In  seeking  honey  expect 
the  sting  of  bees. 
Arabian  Proverb 


Do  not  hold  the  delusion  that 
your  advancement  is  accomplished 
by  crushing  others. 
Cicero 


There  is  nothing  so  elastic 
as  the  human  mind.  The  more  we 
are  obliged  to  do,  the  more 
we  are  able  to  accomplish. 
Tryon  Edwards 


In  commitment,  we  dash  the  hopes 
of  a  thousand  potential  selves. 
Byron 


Leadership  is  the  initiation 
and  direction  of  endeavor 
in  the  pursuit  of  consequence. 
Anything  else  is  criticism 
from  janitors. 
Royal  Alcott 


He  knew  no  fear  except 
the  fear  of  doing  wrong. 
Robert  G.  Ingersoll 


Good  is  good,  but  better  carrieth  it. 
H.G.  Bohn 


When  a  man  does  all  he  can, 
though  it  succeeds  not  well, 
blame  not  him  that  did  it. 
George  Washington 


The  person  who  advances 
is  not  the  one  who  is  afraid  to 
do  too  much;  it  is  the  one  whose 
conscience  will  not  permit  him 
to  do  too  little,  the  one  whose 
driving  desire  is  to  give  the  best 
that  is  in  him,  even  though 
it  may  seem  at  times  like  casting 
bread  upon  unreturning  waters. 
B.C.  Forbes 


The  earnestness  of  your  desire 
will  indicate  the  distance 
you  are  likely  to  travel. 
Clark  C.  Stockford 


The  foundation  of  true  joy 
is  in  the  conscience. 
Seneca 


Conceit  is  the  quicksand  of  success. 
Arnold  Glasow 


The  superior  man  seeks 
what  is  right;  the  inferior  one, 
what  is  profitable. 
Confucius 


When  liberty  destroys  order, 
the  hunger  for  order 
will  destroy  liberty. 
Will  Durant 


It  is  a  general  popular  error 
to  imagine  the  loudest 
complainers  for  the  public 
to  be  the  most  anxious 
for  its  welfare. 
Edmund  Burke 


Those  who  expect  to  reap 
the  blessing  of  freedom 
must  undertake  to  support  it. 
Thomas  Paine 


The  policy  of  the 
American  government 
is  to  leave  their  citizens  free, 
neither  restraining  nor  aiding 
them  in  their  pursuits. 
Thomas  Jefferson 


Liberty  without  learning 
is  always  in  peril,  and  learning 
without  liberty  is  always  in  vain. 
John  F.   Kiwi  di 


Executive  Gift  Suggestions:  Ovei 
3,000  "Thought*"  note  available  in 
574-page  book  at  $9.95.  Also  Fact 
and  Comment — the  most  (/noted 
editorials  of  Malcolm  Forbes  in 
hardcover  at  $7.95.  Send  check(s) 
to:  Forbes  Inc.,  60  Fifth  Aoenut, 
New  York,  N.Y.  10011.  NY  State 
residents,  add  4%-8%  sales  tax. 


A  Text . . . 


Sent  in  by  L«roy  C.  McCauley,  Sarasota, 
Fla.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  senders 
of  texts   used. 


Now  the  Lord  us  that  Spirit:  and 
where  the  Spirit  of  the  Lord  is,  there 
is  liberty. 
II  Corinthians  3:17 
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we're  filling  an  im 


The  hot  dog  roll.  Because  Armour  Food, 
one  of  our  companies,  sells  twenty 
million  hot  dogs  a  week.  And  enough 
in  a  year  so  that  everyone  in  the  United 
States  could  have  five.  Which  means 
that  "the  dogs  kids  love  to  bite"  must 
also  be  the  favorites  of  quite  a  few  adults 

And  hot  dogs  are  just  one  example 
of  the  many  fine  products,  like  canned 
hams  and  luncheon  meats,  that  are 
packaged  underthe  familiar  Armour 
Star  label.  Another  is  bacon.  In  fact, 
Armour  processes  more  bacon  than 
anyone  else  in  the  United  States. 

And  Armour  is  always  looking  for  new 
roles  to  fill.  So  it  should  come  as  no 
surprise  that  Armour  has  recently 
become  one  of  the  leading  suppliers 
to  the  rapidly  growing  supermarket 
delicatessen  business. 

Processed  meats— one  of  the  many 
ways  we're  meeting  people's  needs. 
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your  big  computer  cant  give 
somebody  what  he  wants, 
[ive  him  a  computer  that  can. 


It's  hard  for  one  computer  to  be  all 
ngs  to  all  people. 

So  if  your  big  computer  can't  do  what 
mebody  wants  done,  get  a  small  computer 
do  the  job. 

A  Data  General  computer. 

At  Lowe's  Companies  ( a  group  of  1 30 
ilding  material  stores )  the  central  com- 
ter  knew  the  current  prices  and  stock 
rels  of  the  7,000  items  in  stock  at  each 
>re.  But  the  salesmen  didn't. 

So  Lowe's  data  processing  management 
t  Data  General  computers  in  their  stores 
give  the  salesmen  all  the  information  they 
eded.  Our  computers  cost  a  third  less 
in  the  IBM  3  70  it  would  have  taken  to  do 


the  job.  And  ours  do  the  job  better. 

At  the  end  of  every  day,  our  computers 
automatically  report  to  the  computer 
center  in  the  home  office.  And  by  the  begin- 
ning of  the  next  day,  the  central  computer 
sends  each  store  the  latest  prices  and  new 
stock  information. 

Data  General  computers  not  only  make 
order- taking  easier  and  more  accurate,  they 
also  cut  the  time  needed  to  take  an  order  by 
30%  and  reduce  inventory  carrying  costs, 
pricing  errors,  and  bad  debt  losses. 

RCA  Records  put  our  computers  in  the 
hands  of  their  operating  management  so 
they  could  do  order  processing  and  inven- 
tory control  without  getting  caught  up  in  the 
complications  of  a  big  computer. 

One  of  the  largest  banks  in  the  Northeast 
put  a  Data  General  computer  in  their  trust 
department  to  give  their  portfolio  officers 
access  to  vital  investment  information  in 
their  large  IBM  computer.  And  our  computer 
does  the  job  for  much  less  than  it  cost  for  the 
large  computer  to  do  it  alone. 

So  instead  of  giving  people  reasons  why 
your  big  computer  can't  do  something,  write 
for  our  brochure,  "The  Sensible  Way  to  Use 
Computers!' 

Then  when  somebody  starts  complain- 
ing about  your  computer,  you'll  know  enough 
to  tell  him  where  to  go. 
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All  Marsh  ©McLennan  offices 

are  created  equal. 


Except  one. 


What  makes  one  office  exceptional  is  the  fact  that  it's  your  local  Marsh  &  McLennan  office.  Close  to 
you,  your  business,  your  needs.  □  Even  so,  it's  even-up  in  expertise  with  all  of  the  other  Marsh  5 
McLennan  offices.. .thanks  to  our  National  Services  Organization.  DThis  means  each  of  our  offices 
can  tap  the  full  resources  of  the  company's  extensive  technical  and  professional  skills.  Consider 
how  this  can  help  you.  Corporate  risk  management  problems  often  call  for  highly  specialized  solu- 
tions, which  local  Marsh  &  McLennan  offices,  working  with  National  Services  Organization  spe- 
cialists, are  equipped  to  deliver.  For  all  our  clients.  Everywhere.  □  It's  a  big  promise  that  each  of  our 
international  network  of  offices  is  able  to  keep.  DThe  more  you  know  about  Marsh  &  McLennan, 
the  more  you'll  know  how  we  got  to  be  the  world's  leading  insurance  broker. 


When  it  comes 
to  insurance, 

come  to 

the  leader. 
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or  suburban.  None  is  over  60,000  in  population. 

These  are  precisely  the  areas  in  which  the  future  growth  of  the 
country  lies.  And  by  serving  them,  we  have  become  the  3rd  largest 
telephone  system  in  America. 

But  you  don't  have  to  take  our  word  for  it.  hot  when  there  are 
millions  of  telephone  numbers  you  can  call. 


United  Telecom 


United  Telecommunications,  Inc.    HI 

We  operate  the  United  Telephone  System,  America's  third  largest. 
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Side  Lines 


You  Can  Fool  Some  Of  The  People 
All  Of  The  Time. 

You  know  the  deal:  For  $300  or  so  you  settle  down  in  some  posh  hotel 
to  listen  to  last  year's  graduation  speeches— or  worse— intoned  by  a  clutch 
of  visiting  dignitaries.  The  celebrities  collect  fat  honorariums  to  help  pay 
for  their  summer  homes.  You  collect  lines  to  dine  out  on:  "As  Roy  Ash  said 
at  the  seminar  last  week.  .  .  ." 

But  listen  to  this  one:  President  Ford  and  Senator  William  Proxmire 
(Dem.,  Wis.)  were  "possible  attendees."  Definite  speakers  were  former  bud- 
get director  Ash,  economist  Eliot  Janeway,  a  handful  of  legislators  and  so 
on.  Ponderously  titled  "The  Economy  in  Crisis— Analysis  and  Forecast,"  it 
was  staged  last  month  in  Beverly  Hills  by  Monex  International. 

Monex?  That  rang  a  bell.  Sure 
enough,  the  same  fellows  that  the 
Securities  &  Exchange  Commission 
slapped  with  a  billion-dollar  fraud 
suit  after  Forbes  ran  a  story  on  their 
Pacific  Coast  Coin  Exchange  business 
last  fall  (Sept.  1,  1974).  So  we  asked 
our  West  Coast  Bureau's  Tony  Cook, 
who  wrote  the  original  story,  to  stop 
around  for  a  look. 

What  Cook  found  was  just  what 
Forbes  had  led  you  to  expect  from 
Louis  Carabini,  founder  of  Monex  and 
PCCE.  Both  the  White  House  and 
Senator  Proxmire  had  written  to  pro- 
test Monex'  use  of  their  names  in  pro- 
moting the  shindig:  Neither  had  any 
intention  of  attending.  Neither  did 
Senator  Strom  Thurmond  (Rep., 
S.C. ),  who  canceled  his  scheduled 
speech  after  he  was  informed  of  the 
pending  SEC  suit. 

Not  everyone  was  so  vigilant.  For- 
mer Assistant  Secretary  of  the  Treas- 
ury Murray  Weidenbaum,  who  took  a  fee  for  speaking,  said  he  was  "dis- 
mayed" when  shown  a  copy  of  the  SEC  complaint,  which  alleges  Carabini 
and  PCCE  defrauded  thousands  of  investors  by  peddling  bags  of  silver  coins 
as  investments.  Roy  Ash  said  he  knew  nothing  of  Monex'  legal  problems 
—but  before  a  reporter  could  ask  him  a  second  question,  a  PCCE  execu- 
tive called  a  Beverly  Wilshire  security  guard  and  threw  the  reporter  out 
of  the  hotel  ballroom. 

Approached  in  the  street,  Eliot  Janeway  was  less  polite;  he  answered  with 
an  obscenity  when  Cook  asked  him  what  he  knew  about  the  suspect  source 
of  his  fee.  (Somewhat  to  his  credit,  though,  Janeway  hadn't  been  pushing 
coins  on  his  listeners.  His  current  favorites  include  one-fan.  :ly  homes,  a  field 
that  has  become  more  familiar  to  Janeway  since  he  started  making  TV 
commercials  for  a  savings  &  loan  association. ) 

Well,  we've  been  thrown  out  of  better  places  than  that  meeting.  Too 
bad  in  a  way,  though,  because  we  missed  the  real  pitch.  Right  at  the 
end  of  the  "conference"  was  the  clincher,  a  "workshop"  called  "The  Precious 
Metals  As  An  Investment  Medium."  Presumably  after  being  thoroughly  con- 
fused by  the  assembled  pundits,  the  cash  customer  would  be  susceptible 
to  the  smooth,  hard,  jingling  certainty  of  those  gold  and  silver  coins 
Monex  sells.  Or,  as  the  old  circus  barker  used  to  put  it,  "Step  inside,  la- 
dies and  gents,  for  the  real  show." 

As  Forbes  said  last  September  of  Carabini-Monex-PCCE:  "As  people 
lose  their  heads  over  the  erosion  of  the  purchasing  power  of  their  assets, 
they  begin  doing  panicky  things.  Carabini  got  rich  catering  to  their  panic." 

Silver  coins,  anyone?  ■ 


Tools  for  today's  decision  makers 

One  asset  can  have 
ten  values.-.choosing 
the  wrong  one 
could  be  disastrous. 

Good  business  decisions  involving  assets  call  for  a  clear  and 
correct  understanding  of  today's  values  and  how  and  when 
to  use  them.  "How  to  tell  value  from  value  from  value" 
defines  the  terms  and  provides  a  handy  vest  pocket  executive 
value  guide.  Yours  for  the  asking. 

Phone:  (800)  421-8436 

In  California,  call  collect:  (213)  624-3661 
Or  contact  your  area  M/S  office. 

appraisals  by 
Marshall  and  Stevens 

Corporate  headquarters: 

1 645  Beverly  Blvd.,  Los  Angeles,  California  90026 

Offices  around  the  world   ttl  A  Unionamerica  Company 


1    _  „.,„„ 

^  ■  W        years  ago  I 

^|K  ■  selected 

^^*         I  ^r9         Synalloy  as 

a  growth 
stock  to  invest  in  and  hold  on  to, 
to  supplement  my  retirement  funds 
in  the  future.  Today  I  feel  even 
strongerabout  my  choice  of  Synal- 
loy than  I  did  five  years  ago.  I  met 
the  people  there  and  was  im- 
pressed by  their  straightforward 
and  progressive  attitudes.  They're 
not  so  immense  that  they  can't 
adjust  rapidly  to  changing  condi- 


A  stockholder 
looks  at 
Synalloy 


Mr.  Oscar  A.  Gottlieb 

Controller 

Mertz  Tricot,  New  York, 


NY. 


tions.  The  Synalloy  Metals  Division 
has  good  prospects  for  the  future 
because  of  the  increasing  use  of 
special  alloys,  and  the  Chemicals 
Division  is  research  oriented  and 
steadily  expanding  into  new  areas. 
In  marketing  the  people  at  Synalloy 
don't  bite  off  more  than  they  can 
chew,  so  they're  good  in  whatever 
they're  doing  —  earnings  to  sales 
ratio  shows  this.  In  my  opinion 
Synalloy  is  a  solid  company  with 
a  good  growth  record  and  sound 
management  who  handle  their 
finances  prudently.-" 


If  you  would  like  a  copy  of  the  Synalloy  1974 
Annual   Report   and    1975   Quarterly    Reports, 
please  write  to  Robert  S.  Davies,  Synalloy  Cor- 
poration, Dept.  F-55,  Box  5627,  Spartanburg, 
South  Carolina  29301. 

SYNALLOY  CORPORATION 

Chemicals  •  Dyes  •  Alloy  Equipment  •  Distribution 


^£ 


Readers  Say 


Ford  A  Free  Marketer 

Sir:  Your  interview  with  President 
Ford  (June  1)  gives  evidence  that 
Mr.  Ford  stands  for  a  clear  free-mar- 
ket philosophy.  For  the  U.S.'  partners, 
it  is  good  to  know  that  the  U.S.,  in 
spite  or  because  of  inflation,  the  oil 
crisis,  budget  deficits  and  unemploy- 
ment, is  sticking  to  the  basic  rules  of 
competition  in  a  free  economy  as  a 
pattern  for  a  free  society. 

—Dr.  Otto  Graf  Lambsdorff 

Economic  Spokesman, 

Free  Democratic  Party, 

Deutscher  Bundestag 

Bonn,  Germany 

Sir:  MSF  jocularly  asked  President 
Ford  to  "jawbone"  industries  that  have 
not  lowered  their  prices,  especially  pa- 
per makers,  and  the  President  re- 
sponded that  he  would  let  the  free 
market  do  that.  Actually,  while  alu- 
minum, chemical  and  paper  prices  did 
soar  in  1973-74,  their  costs  weren't 
that  far  behind.  In  fact,  these  indus- 
tries will  be  raising  prices  as  economic 
conditions  permit. 

—Frank  O'Neill 
Los  Angeles,  Calif. 

Helpful  Banks 

Sir:  Your  story,  "The  Man  On  The 
Spot"  (June  1),  made  the  point  that 
when    a    company    is    in    trouble    its 
banks  often  become  quite  tough  but 
that  that  very  toughness  often  greatly 
assists    a   turnaround.    In    four    years 
of  working  with  companies  in  trouble, 
I  have  never  seen  a  bank  get  "a  little 
bit  concerned  and  move  in  one  day 
and  claim  the  cash  balances"— forcing 
a  company  into  bankruptcy.  Instead, 
I  have  seen  banks  usually  do  every- 
thing  possible   to   work   with   a   trou- 
bled concern  in  which  they  have  faith. 
—Joel  Eric  Cooper 
Assistant  Counsel, 
Manufacturers  Hanover  Trust  Co. 
New  York,  N.Y. 

Can  A  Manager  Manage? 

Sir:  CEO's  letters  to  shareholder! 
[in  annual  reports]  all  focus  on  the 
tremendous  interference  by  an  in- 
creasing number  of  outside  parties 
with  the  conduct  of  American  busi- 
ness: the  SEC  and  full  disclosure;  IRS 
and  tax  avoidance;  congressional  in- 
vestigations; consumer  interest  groups 
and  class-action  suits;  Justice  and 
antitrust  suits;  antipollution  laws  with 
their  mindless  bureaucracies;  auditors 
and  lawyers  with  their  broadening  r< 
sponsibilities;  FTC  and  government 
statistics  gathering  agencies  <  i>  VV< 
|  Continued  on  pog« 
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Is  it  a  dirty  word? 


s>£*#t*!  Dirty  words  don't  help  much  when  your  biggest 
upplier  is  putting  it  to  you  to  pay  and  you  can't  top  your- 
iccountant-had-a-heart-attack  story.  But  you  need  more 
;upplies  or  .  .  .  @£*#t*» .  .  .  you  just  don't  want  to  think 
ibout  it  now  .  .  .  because  the  more  you  think  about  it  the 
ingrier  you  get  because  it's  not  your  fault.  It's  your  @£*t*! 
:ustomer's  fault.  If  those  @£*#t*!  would  pay  you  on  time, 
^ou  could  be  a  good  guy  and  pay  everybody  else  on  time. 
\nd  you  wouldn't  even  have  the  @£*#t*!  problem  in  the 
Irst  place. 

stop  blaming  your  @£*#t*!  customers.  Call  Talcott  and 
Ind  out  about'  factoring. 

Factoring  can  mean  instant  cash  for  your  receivables.  And  if 
^ou  can't  stand  picking  up  the  phone  and  listening  to  all  that 
§>£*#t*!,  we'll  do  the  collecting  for  you.  We  can  even 
landle  the  bookkeeping  if  that  bugs  you. 

3r  @£*#t*!,  maybe  it  would  be  more  fun  to  have  a 
§>£*#t*!  tantrum  and  shelve  those  @£*#t*!  storage 
acks  and  close  the  door  on  that  10,000  more  square  feet  of 
@>£*#t*!  warehouse  space  and  put  the  wraps  on  those  six 
l>£*#t*!  new  packaging  machines  —  all  because  your  cash 
s  tied  up  in  your  @£*#t*!  receivables. 

Or  -  maybe  it's  time  to  call  James  Talcott  Factors. 

@£*#t*>  Dirty  words  don't  help  much  either  when  you've 
jot  a  one  shot  chance  to  buy  out  that  inventory  at  a  special 
price  only  you  don't  have  the  money  to  buy  it.  And  your 
rich  brother-in-law  doesn't  even  remember  your  name. 


Stop  the  @£*#t*!  screaming.  Consider  factoring.  Or  at 
least  find  out  more  about  it  by  sending  in  the  coupon. 

Clean  up  your  @£*#t*!  language  and  clean  up. 

Send  for  free  @£*#t*!  book  that  tells  you  how  factoring 
can  improve  your  cash  flow. 


Gentlemen: 

I  would  like  to  know  more  about  factoring.  Send  me 
the  @£*#t*!  book. 


Name. 
Title  _ 


Company. 
Address_ 

City 

Zip 


State_ 


Telephone 


James  Talcott  Factors 

Marketing  Department, 

1290  Avenue  of  the  Americas,  N.Y.,  N.Y.  10019 

(2 1 2)  956-2877.   Other  offices:  Atlanta  (404)  659-1000. 

Los  Angeles  (21  3)  620-9200.  Zurich,  Switzerland  (01)34  97  90. 


Lear  jet  35/36: 

The  long  of  it.. 


Frobisher  Bay/Los  Angeles 

2.979  miles 

7  hr.  3  min. 

62  m.p.h.  headwind 

fuel  reserve  45  mm 


Frobisher  Say 


PanS'Frooisher  Bay 

2,737  miles 

6  hr.  21  min. 

41  m.p.h.  headwind 

fuel  reserve 

1  hr.  10  mm. 


_ 


Miami.  Seattle 

2.788  miles 

6  hr.  45  mm. 

61  m.p.h.  headwind 

fuel  reserve  50  min. 


Wichita/Gander 
2.354  miles 
4  hr  20  mW: 
62  m.p.h.  tailwind 
fuel  reserve 
1  hr  50  mm. 


Gaoder/Zaragoza 

2.537  miles 

4  hr.  55  min. 

41  m.pJi.  taBwind 

(uef  reserve  1  hr.  15  min. 


Los  Angeles 


Horiolufti  Wichita 
3.830  miles 
7nr.  IS  min. 
72  m-pji.  (aitwind 
fuel  reserve  50  mm. 


Wieh4a/Gande< 

2,047  n.m.  (3.791  Km) 

4  hr.  20  mir>. 

54  kts.  taSwaid 

fuel  reserve  1  hr.  50  mm- 


WichitafTririirJad 

2.540  n.m.  (4,704  Km) 

5  hr.  44  mm. 

25  Ms.  tailwmd 

fuel  reserve  2  hr.  10  mm. 


These  business  trips  were 
recently  flown  in  standard 
Learjet  35/36  aircraft  with 
passengers  and  baggage. 


Tnnidad.' 
Porto  Alegre 
2,560  n.m. 
(4,741  km) 
6  hr  29  min. 
23  kis.  headwind! 
fuel  reserve 
1  hr.  20  mm. 


Recife' 
Las  Paimas 
2.450  n.m 
(4,537  Km) 
6  hr.  1 1  mm. 
22  Ms  headwind 
fuel  reserve 
1  hr  42  mm 


Las  Paimas/ 

Ousseldorf 

1.980  n.m 

(3,667  km) 

4  hr  46  mm 

0  wind 

fuel  reserve  3  hr 


Damascus  Paris 
2.027  n  m   (3.754  km) 
5  hr  22  mm 
43  kts  headwind 
fuel  reserve 
1  hr  45  mm 


Buenos  Aires 
Recife  2,140  n.m 
(3,963  km) 
4  hr  50  mm 
25  kts  tailwmd 
fuel  reserve 
,2hr  52  mm 


Porto  Alegre" 
Buenos  Aires 


...and  the  short  of  it. 


Miami  to  Seattle,  non-stop  against 
headwinds.  Los  Angeles  to  Honolulu  and 
trans-Atlantic.  This  aircraft  has  been  there. 
That's  the  long  of  it. 

Depart  your  home  base,  fly  a  series  of  short 
and  intermediate  range  hops,  return  home. 
Without  refueling.  That's  the  short  of  it. 

All  for  the  lowest  per  mile  operating  cost  of 
any  business  jet  flying. 

The  Learjet  35  and  Learjet  36.  Two  new 
fuel-thrifty,  "good  neighbor"  quiet  models  in  our 
expanding  family  of  business  jets.  Bob  Wolin, 
vice  president  -  domestic  marketing,  will  be  glad 
to  provide  straight-forward  data  on  the  right 
aircraft  for  your  needs. 
His  number  is  (31 6)  722-1 1 00. 
Gates  Learjet  Corporation  /  P.O.  Box  1280, 
Wichita,  Kansas  67201  /  New  York  /  Chicago  / 
Dallas  /  Denver  /  Geneva 


Learjet  35/36:  All  in  a  day's  work 


201  miles 

IB 


402  miles 


miles 


282  miles 


Stop  1 


Initial  departure  from  4,575  Final  landing  at  original 
foot  runway  on  75°  day,  point  of  departure  after 
sea  level,  with  4  passen-     1,296  mile  day.  4  inter- 


gers.     Aircraft     takeoff 
weight  of  14,973  pounds. 


mediate  stops,  no  enroute 
fueling.  Reserve  fuel  on 
board  for  additional  1  hour 
flight. 


Gates  Learjet 

Builder  of  the  world's  largest  business  jet  fleet 


Trends  &  Tangents 


Foreign 


The  Great  Escape 

The  U.S.  is  about  to  become  a  tax 
haven  for  J.P.  Getty  and  English  rock 
star  Rod  Stewart,  who  are  both  leav- 
ing Britain  for  California.  Getty,  after 
20  years  in  the  United  Kingdom,  says 
the  weather  prompted  his  plan  to 
move.  But  Stewart,  admitting  that  the 
tax  rate  (75%  on  earnings  above 
$46,000)  sent  him  packing,  claims  he 
can't  afford  to  live  in  Britain  anymore. 
Many  of  the  less  affluent  concur.  Can- 
ada looks  particularly  attractive  to 
Britons,  who  seem  to  view  it  as  a  com- 
promise between  the  "American  rat 
race"  and  the  U.K.'s  economic  stagna- 
tion. The  number  of  British  emigrants 
to  Canada  has  climbed  from  15,500 
in  1971  to  38,500  last  year,  about 
evenly  divided  between  white-collar 
and  skilled  workers. 

Lighting  Up 

Camels  will  have  to  be  lit  up  later 
this  year  on  the  desert  highway  be- 
tween Abu  Dhabi  and  Dubai,  reports 
the  Beirut  Daily  Star.  Collision  rates 
have  been  rising  so  steadily  that  local 
police  have  worked  out  a  unique 
warning  system.  Beginning  shortly, 
herders  must  tie  bands  of  fluores- 
cent material  around  their  camels' 
humps  and  under  their  bellies. 


Business 


Sail  Away 

Will  the  oil  crisis  revive  the  clip- 
per ship?  Not  a  bad  idea,  thinks  Wil- 
helm  Prolss  of  the  Institute  for  Nav- 
al Architecture  at  Germany's  Ham- 
burg University.  He  has  designed  a 
17,000-ton  ship  with  electronically 
controlled  sails  that  are  raised  and 
lowered  on  a  network  of  metal  masts. 
Since  the  ship's  engines  are  intended 
only  to  aid  maneuverability,  power 
supplementary  machinery  and  pro- 
vide emergency  auxiliary  power,  the 
ship  would  use  95%  less  fuel  than  an 
oil-fueled  ship  of  comparable  size.  It 
would  also,  because  of  much  smaller 
engines  and  fuel  tanks,  offer  more  car- 
go space  than  do  conventional  ships. 
Counting  on  lower  repair  costs,  less 
investment  and  lower  depreciation, 
Prolss  claims  a  reduction  of  as  much 
as  30%  in  cost  per  ton  of  cargo. 

Redwoods  In  The  Black 

A  final  $51-million  payment  from 
the  Government  has  brought  to  $108 
million  the  total  compensation  Areata 
National   Corp.    has   received   for   its 


timberlands  taken  in  1968  for  inclu- 
sion in  California's  Redwood  Nation- 
al Park.  The  compensation  will  help 
Areata  President  Frank  Leach  finance 
the  additional  acreage  ($7  million 
worth  in  fiscal  1974)  needed  to  main- 
tain the  company's  redwood  produc- 
tion cycle.  Leach  has  good  reason  to 
keep  his  redwoods  ready.  Arcata's 
biggest  business— commercial  printing, 
85%  of  sales— is  suffering  from  the  re- 
cession. Therefore  its  $26-million  red- 
wood business,  though  only  10%  of 
the  total,  provided  50%  of  operating 
earnings. 

Flea  Market 

Fleas  may  soon  be  performing  a 
service  for  mankind,  if  experiments 
being  carried  out  by  a  research  sub- 
sidiary of  MacMillan  Bloedel  prove 
successful.  Water  fleas  are  currently 
being  studied  to  see  if  they  can  be 
used  in  tests  for  toxic  elements  in  the 
waste  put  out  by  pulp  mills.  If  water 
fleas  could  be  substituted  for  the  rain- 
bow trout  and  Coho  salmon  fry  now 
used,  measuring  the  effect  of  mill 
effluent  on  the  fish  for  comparison 
with  government  toxicity  standards 
would  be  faster  and  easier.  Since  a 
female  water  flea  produces  young  at 
the  rate  of  20  to  30  every  few  days 
during  her  two-month  life  span,  there 
is  also  a  never-ending  supply.  ■ 
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CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  □  1  year  $15.00 
□  3  years  $30.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  orders, 
add  $4  a  year;  other  foreign,  add  $9 
a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 

(please 

print) 

New  Address: 

City 

State 

Zip 

F-4826 

THE  SUMMER  TREE. 

Tips  on  tree  care  from  the 
Bartlett  people. 

Summer  is  the  best  time  for  many 
types  of  tree  care.  Not  only  are  your 
trees  at  their  seasonal  peak  but  their 
enemies  — insect  pests,  diseases, 
storms,  lightning,  wind  and  air  pollu- 
tion—are too.  It  is  the  time  weakness 
shows  most  and  the  time  to  have 
Bartlett  correct  it. 

Bartlett  men  are  trained  experts 
in  the  diagnosis  and  treatment  of  tree 
troubles.  They  have  the  scientific 
knowledge  and  specialized  equipment 
to  do  what  needs  to  be  done  efficiently 
and  economically.  With  Bartlett  you 
know  guess  work  is  replaced  by  know- 
how;  each  step  in  the  procedure  is 
based  on  techniques  prescribed  by 
our  research  laboratories. 

Ask  your  local  Bartlett  man  to 
stop  by  today  and  show  you  how  we 
help  nature  look  its  very  best.  We're 
in  the  Yellow  Pages. 

SCIENTIFIC  55^3  TREE  CARE 

BARTLETT 

TREE  EXPERTS 

A  ,9   J' 
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These  days  if s  good  to  know  there's  a  truck  leasing  outfit  that  knows  what  it's 


A  lot  of  leasing  businesses  are  dealing 
with  setbacks  lately.  But  Saunders  Leasing 
System  is  one  company  that's  moving  in  a 
positive  direction.  Regardless  of  what 
else  happens. 

Saunders  is  a  leader  in  full-service  truck 
leasing.  We  have  branches  across  the 
United  States  into  Canada,  and  serve  hun- 
dreds of  major  corporations. 

Saunders  meets  each  customer's  ser- 
vice requirements  with  a  program  that 


covers  everything  ever  thought  of  in  op- 
erating trucks.  From  overall  maintenance 
to  licenses  and  fuel  purchases  to  state  tax 
calculation.  We've  handled  our  job  well 
enough  over  the  years  to  build  lasting  re- 
lationships with  customers.  And  that's 
helped  make  Saunders  a  company  with  a 
stability  that's  the  envy  of  our  industry. 

Still,  you  drive  past  our  trucks  with- 
out realizing  it.  Everyone  does,  since  all 
Saunders  leased  trucks  are  painted  with 


our  customers'  names  and  colors. 

But  we'd  rather  you  know  the  facts 
about  Saunders  than  know  how  to  recog- 
nize our  trucks.  If  you'd  like  to  know  how 
we  can  work  for  your  firm,  call  us  at 
National  Headquarters  in  Birmingham, 
Alabama,  toll-free,  1-800-633-6566.  Leas- 
ing from  Saunders  can  be  the  most  secure 
feeling  you've  had  in  a  long  time. 

Saunders  Leasing  System,  Inc. 

201  Office  Park  Drive,  Birmingham,  Ala.  35223*  (205)  879-2 131 


MWHWM 


~Jm 


*G<  \. 


l 

at  •'-    -  --**■■ 

4  Wj  '  /%'  ^ 

\ 

• 

i 

"With  all  thy  getting  get  understanding' 


Fact  and  Comment 


LET'S  NOT  MUCK  UP  OUR  200TH  ANNIVERSARY 


The  most  immediate  thing  we  should  probably  be 
thankful  for  in  connection  with  our  country's  Bicentennial 
next  year  is  the  blessed  failure  so  far  of  the  more  grandiose 
schemes  to  celebrate  it. 

For  two  or  three  years  now  Washington-anointed 
groups  and  assorted  self-anointed  groupies  have  been 
groping  for  The  Way  and/ or  The  Ways  to  mark  our 
two  centuries  as  a  nation.  It's  unquestionably  most  fortu- 
nate that  their  suggestions,  conclusions,  programs,  ac- 
tions and  plans  are  as  diverse  as  the  strains  that  make 
America. 

Let  us  not  lament  the  lack  of  a  master  Bicentennial 
plan.  Master  plans  and  master  planners  of  every  strident 


stripe  are  as  big  a  menace  to  our  freedom  today  as  were 
the  Redcoats  of  1776. 

In  every  classroom  and  on  each  campus;  community  by 
community;  by  small  businesses  and  many  major  corpora- 
tions; and  probably  by  most  every  magazine,  newspaper, 
radio  and  TV  station  of  the  U.S.,  our  200th  Birthday  will 
be  noted  in  one  way  or  another— some  worthless  and  some 
worthwhile,  some  selfless  and  some  selfish. 

That's  the  way  it  should  be  because  that's  the  way 
we  are  and  are  free  to  be  as  Americans— we're  free  to  dif- 
fer in  our  thinking  and  our  doing. 

Our  unity  as  a  nation  comes  from  our  mutual  deter- 
mination to  preserve  that  right  to  differ. 


DO-IT-YOURSELF  HITS   THE   KITCHEN 


The  double  whammy  of  inflation  and  recession  has 
wrought  what  I  think  will  be  a  long-lasting  and  sig- 
nificant change  in  the  eating  ways  and  mores  of  Ameri- 
can families.  Everyone's  gotta  eat,  but  by  the  millions 
we're  not  eating  the  way  we  did  before  take-home  pay 
took  a  tumble. 

"Convenience"  foods— those  plastic  preprepared,  pre- 
cooked, practically  predigested  packages  of  stuff  in  myriad 
piles  on  miles  of  supermarket  shelves— have  had  sales  drops 
of  from  15%  to  60%.  TV  dinners,  frozen  bakery  products, 
instant  desserts,  cake  mixes  and  all  the  other  things  that 


Do-it-yourself  is  back.  Spaghetti,  cheeses,  casseroles 
are  substituted  more  often  for  steaks  and  rib  roasts. 
More  families  are  being  subjected  to  fresh  vegetables, 
fresh  fruits  and  homemade  bread. 

After  thus  rediscovering  the  joy  of  cooking  and  the 
incomparable  flavor  of  the  fresh,  it  is  highly  unlikely  that 
Americans  will  go  back  in  the  same  numbers  to  higher- 
priced  plastic  foods  even  when  incomes  climb  again. 

What's  bad  about  that? 

Not  one  thing. 

Except  if  you're  in  the  packaging,  freezing,  distributing 


took  the  flavor  out  along  with  the  work  of  feeding  the      and  selling  of  all  those  "convenience"  foods.  It's  a  big  in- 
family  are  wounded  victims  of  eroded  incomes.  dustry,  now  suffering  a  bit  of  malnutrition. 

IT'S   ELEMENTARY,   DEAR  WATSON 


Why  is  it  educators  (so  certified  by  certificate)  are  so 
often  foremost  in  denouncing  the  all-too-few  corporate 
advertising  messages  aimed  at  educating  others  in  the  dif- 
ficulties of  doing  business  profitably  and  the  importance  of 
profit  to  the  jobs  and  prosperity  of  everyone? 

Dumb-but-genuine  Lefties  are  no  menace  to  the  free 
enterprise  system,  but  those  misguided,  mislabeled  "Lib- 
erals" who  beat  at  the  mailboxes,  doors  and  empty  heads 
of  incompetent  congressmen  are  a  menace.  They'd  have 
federal  regulatory  agencies  and  the  law  itself  forbid  busi- 


nesses from  defending  their  existence,  explaining  their  op- 
eration and  pointing  out  their  value. 

Instead  of  jumping  on  the  Mobils,  the  IBMs,  the  War- 
ner &  Swaseys  and  the  rare  few  others  who  speak  out  in- 
telligently and  enlighteningly  in  their  advertising  (see  ad, 
p.  12),  a  majority  of  Americans  and  the  Congress  ought 
to  give  them  encouragement. 

Since  that's  unlikely,  thank  goodness  there's  a  Supreme 
Court  to  enforce  the  First  Amendment  against  the  efforts 
of  those  who  would  stifle  free  enterprise's  right  to  be  heard. 
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Todays  economy  is  tied 
to  the  worlds  commodities 


GOLD 
PLATINUM 
POTATOES 
PALLADIUM 
PETROLEUM 
SILVER  CONS 
IMPORTED  BEEF 
INTEWMATOMAL  CURRENCIES 


What  do 

Commodity  Futures 
hold  for  you... 

asa hedger  or  speculator  ? 


ADVERTISING  KNOT 
IN  QUESTION 

Writes  a  Florida  subscrib- 
er: "I  would  suggest  this 
Mercantile  Exchange  ad  as 
the  ridiculous  if  you  can  find 
one  for  the  sublime.  Tying 
anything  together  with  a 
granny  knot  is  ridiculous  if 
you  expect  it  to  hold." 

While  this  Mobil  ad  may 
not  be  sublime,  it  contains 
the    height    of    good    sense. 

RAW  DEAL  ON   "RAW" 


The  soapbox  is  a  lonely  place 


For ■  long  time  now,  we've  been  rais- 
ing our  voice  'n  ads  like  thla  one.  On  a 
variety  ol  luges,  including  me  need  lor  a 
sensible  U  S  energy  policy  Noling  that 
without  adequate  return  on  investment, 
•iploration  for  new  sources  ol  oil  and  gas 
will  tall  off  Making  the  US  more  and  more 
dependent  on  corny  loreign  supplies 

Sometimes,  we  wonder  it  we  are  talk- 
ing to  ourselves  Congress  certainly  wasn't 
listening  when  it  singled  out  the  oil  indus- 
try lor  heavy  new  taiation  In  addition, 
there  are  now  some  500  oil-related  bills 
before  Congressman y  of  which  would  im- 
pose new  regulation  on  the  industry  Some 
Congressmen  have  even  proposed  3  sub- 
sidized federal  petroleum  corporation  to 
"compete"  with  private  oil  companies. 

We  don't  thmk  the  companies  should 
be  expected  to  take  Such  assaults  lymg 
down.  So  we  speak  out  The  trouble  Is,  not 
enough  other  businesses  follow  suit-and 
it  gets  pretty  lonely  on  the  soapbox. 

We  think  there's  plenty  tor  other  com- 
panies to  worry  about.  l(  our  Congressmen 


can  blithely  take  away  the  depletion  allow- 
ance (rom  some  oil  companies,  if  they  can 
tinker  with  the  foreign  tax  credit  to  pun- 
ish" us— and  if  they  do  this  even  at  the  risk 
of  the  nation's  future  energy  security  and 
perhaps  the  whole  economy— what  makes 
anyone  think  they'll  stop  with  oil? 

What  makes  any  industry  think  it's 
safe? 

We  wish  there  were  more  like  the 
Chase  Bank,  which  has  been  warning  that 
government  disincentives  to  Investment 
are  precipitating  a  critical  shortage  of  cap- 
ital. The  US,  says  Chaae,  will  need  14  1 
trillion  in  the  next  ten  years,  just  to  rebuild 
aging  industrial  capacity. 

And  it  11  doesn't  happen,  there  wont 
be  enough  jobs  Which  suggests  other 
voices  should  come  fontv  Not  iust  busi- 
ness, but  labor  groups.  Women.  Minorities. 
Every  American  who  has  a  stake  In  the 
economy  And  who  doesn't? 

if  enough  voices  ana  raited.  Congress 
win  have  to  listen.  And  It  won't  be  so  lonely 
out  there  on  the  soapbox. 


Mobil 


DATA 


Rightfully,  many  in  the  nation  and  the  Congress  are 
exercised  over  the  fact  that  the  FBI  keeps  files  of 
"raw"  data  on  thousands  of  citizens  who  are  members 
of  left-oriented  political  groups,  civil  rights  outfits  and  so 
forth.  Raw  data  is  unevaluated  stuff,  ranging  apparent- 
ly from  crank  letters  to  unsubstantiated  surmises,  rumors 
and  the  like. 


The  matter  is  being  investigated  by  the  Senate  Select 
Committee  on  Intelligence  Activity,  and  it  is  demanding 
access  to  these  raw  files. 

How's  that  for  an  intelligent  activity.  What  a  way  to 
insure  wide  publicity  for  junk  that  the  committee  doesn't 
think  should  be  in  the  files  for  fear  it  will  unjustly  harm 
those  involved. 


TAKE   EVERYTHING  U.S.   AWAY 

Until  the  North  Vietnamese  started  using  Laos  as  a 
corridor  to  the  south  and  we  retaliated  by  bombing  its 
countryside,  Laos  was  considered  by  the  few  who  knew  it 
to  be  a  sort  of  lotus  land— sweet,  benign,  petite  people 
with  malice  toward  none. 

Now  things  are  a  bit  different,  with  the  Left  leaners, 
quite  naturally,  taking  power  from  those  who  supported 
America  or  who  took  refuge  in  "neutrality." 

OVERSIMPLIFICATION  IS   UNDERRATED 

If  oversimplification  enables  us  to  understand 
what  we  otherwise  wouldn't  grasp,  it's  a  virtue. 

CLEANING  UP  AMERICA 


Probably  no  other  people  but  Laotians— as  they  routed 
out  such  remnants  of  Americana  as  the  Agency  for  In- 
ternational Development— would  demand  dissolution  of  the 
Agency  and  expulsion  of  all  American  employees,  while 
at  the  same  time  insisting  that  the  U.S.  continue  to  pay 
the  salaries  of  all  Laotian  employees. 

You'll  have  to  admit  that  set  of  demands  is  not  without 
its  charm,  not  without  its  chuckle. 


There  are  awards  for  almost  everything  imaginable,  so 
surely  there  must  be  one  somewhere,  somehow  for  Clemert 
Lee,  an  80-year-old,  and  his  wife,  who,  instead  of 
retiring  to  die,  decided  to  "clean  up  America." 
As  Time  told  the  story  a  while  ago: 
"With  his  wife  of  52  years,  Lee  tramps  along 
the  West's  interstate  highways,  picking  up  alu- 
minum beer  and  soft-drink  cans.  'Ain't  people 
nasty  the  way  they  throw  junk  all  over  the  road- 
side?' said  Lee,  taking  a  break  along  the  shoulder 
of  Highway  15  in  the  middle  of  the  Mojave  Desert.  He 
shuffled  a  half  mile  back  down  the  road  to  a  camper  where 
his  wife  Grace,  72,  was  watching  over  a  dozen  sacks  and 

BEFORE  YOU  SAY 

what  you  think,  be  sure  you  have. 


12 


cardboard  cartons  brimful  with  cans.  'It's  just  terrible  to 

see  this  litter,'  she  said.  'But  picking  it  up  is  fun.  We  get 
good  exercise,  and  the  fresh  air  revives  us.' 

"The  Lees  can  collect  as  many  as  500  cans  a 
day,  which  they  sell  for  about  $20  to  a  salvage 
dealer  near  their  home  in  San  Diego.  But  they 
profess  not  to  be  worried  about  the  low  monetary 
return.  Says  Clemert  Lee:  'Cleaning  up  America 
is  better  than  sitting  at  home  twiddling  my 
thumbs.' ' 
Now  that's  a  warming  story,  isn't  it.  Two  people  lining 

such  a   useful   something  uplifts   our   spirits   as   the)    lift 

up  our  litter. 

SAYING  NOTHING 

is  sometimes  the  right  thing  to  say. 

-MALCOLM  S.  FORBES, 

Editor-in-Chief 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Revive  Old  Custom? 

Back  in  the  Middle  Ages,  they 
used  to  kill  the  tax  collectors.  I  mean 
it  was  10  percent  for  the  church  and 
10  percent  for  the  state,  and  if  the 
tax  collector  asked  for  more,  they  just 
killed  him.  —Mick  Jagger  in  W. 

Free  Lunch  Society 

What  is  discouraging  is  the  appar- 
ent attractiveness  to  many  people  of 
government  solutions  generally.  They 
seem  to  feel  there  is  a  low  price  or 
no  price  at  all.  It  just  comes  from 
"the  government,"  whoever  that  may 
be.  Woodrow  Wilson  once  said,  "No 
man  ever  saw  a  government.  I  live 
in  the  midst  of  the  government  of  the 
United  States,  but  I  never  saw  the 
government  of  the  United  States." 

What  the  public  seems  to  want  is 
for  the  government  to  spend— but  also 
for  the  government  not  to  tax.  Be- 
cause the  federal  government  can  run 
a  deficit  and  finance  it  by  in  effect 
printing  more  money,  legislators  and 
administrations  can  offer  money  at  an 
apparently  low  price. 

This  is  "The  Free  Lunch  Society." 

The  cost  of  the  "free  lunch,"  of 
course,  is  ultimately  in  our  taxes, 
which  now  are  running  at  about  40% 


of  national  income,  and  in  the  tax  of 
inflation  on  cash  balances.  Sweden, 
which  has  a  cradle-to-grave  sort  of 
socialism,  used  to  be  the  world's  high- 
est with  a  40%  tax  burden.  Now  we've 
got  a  40%  rate,  and  we  don't  even 
get  a  free  grave  out  of  the  deal,  much 
less  a  cradle.  No  wonder  income 
seems  small— 40%  in  taxes  plus  a 
whopping  rate  of  inflation.  This 
amounts  to  a  massive  case  of  indiges- 
tion from  that  so-called  "free  lunch." 

—Fred  L.  Hartley, 
CEO,  Union  Oil  of  Calif. 

He  No  King, 

She  No  Queen! 

.  .  .  The  fundamental  fact  is  that 
[the  Duke  of  Windsor]  was  unsuit- 
able for  his  job  as  king  and  would 
never  have  stayed  the  course.  From 
this  point  of  view  Britain  owes  a  debt 
to  the  then  Mrs.  Simpson,  now  Duch- 
ess of  Windsor,  for  getting  him  off 
the  throne.  ...  I  should  give  my  own 
reasons  for  disapproving  of  this  cou- 
ple. When  you  consider  the  over- 
whelming public-spiritedness  with 
which  rich  Americans  have  shared 
their  wealth— the  libraries,  colleges, 
whole  universities,  schools  of  medi- 
cine, hospitals,  art  galleries,  museums, 
donated  by  Rockefellers,  Huntingtons, 


Carnegies,  Mellons,  Guggenheims, 
Fricks,  etc.— what  have  the  Windsors 
done  for  anybody  but  themselves? 
The  luxury,  the  extravagance,  the 
whole  way  of  life  with  30  servants, 
the  endless  travels  with  30  pieces  of 
luggage— has  anybody  heard  of  them 
as  patrons  of  art  or  letters,  science  or 
scholarship?  That  is  the  egregious 
dereliction  I  mind  most  about  a  fun- 
damentally vulgar  couple.  .  .  . 

— A.L.  Rowse,  Wall  Street  Journal. 

Diesel  Cars 

If  you  do  a  substantial  amount  of 
driving,  and  hold  on  to  a  car  for  a 
while,  it  might  make  sense  to  buy  a 
diesel.  Diesels  average  about  32  miles 
per  gallon,  compared  with  22  miles 
per  gallon  for  similarly  sized,  gaso- 
line-powered cars.  If  you  drive  20,000 
miles  a  year  and  keep  the  car  for 
five  years,  you'd  save  about  $1,000 
on  fuel  costs.  You  would  probably 
save  on  maintenance  costs,  too. 

—Business  Week. 

Surprising  Thought 

We  don't  want  trade  agreements 
used  to  justify  foreign  policy.  We 
want  the  trade  agreements  to  make 
economic  sense. 

—U.S.  Senator  Russell  Long. 


With  the  dollar  rallying  briskly 
in  the  international  currency  mar- 
kets, the  U.S.  and  the  West  have 
both  opportunity  and  time  to  effect 
a  major,  badly  needed  monetary 
reform  in  a  noncrisis  atmosphere. 

The  reform  is  consolidating  some 
$150  billion  overseas  into  Special 
Drawing  Rights  (the  monetary 
unit  of  the  International  Monetary 
Fund  whose  value  is  based  on  a 
variety  of  weighted  currencies ) . 

The  last  50  years  have  demon- 
strated repeatedly  that  using  a  do- 
mestic currency  as  an  international 
currency  and  monetary  reserve  is 
inherently  unstable.  The  dollar-re- 
lated monetary  turmoil .  in  recent 
years  was  the  latest  manifesta- 
tion of  that. 

The  dollar  looks  strong  at  the 
moment,  but,  unavoidably,  there 
will  be  times  again  when  our  in- 
terest rates  may  be  lower  than 
those  abroad,  when  our  balance 
of  trade  may  get  into  the  red,  when 
the  U.S.  economy  may  slump  prior 
to    Europe's,    when    our    inflation 


GREENING  OF  THE   SDR 

by  M.S.  Forbes  Jr. 

may  worsen  sooner  than  our  trad- 
ing partners',  when  the  Arabs  may 
get  mad  at  us  and  dump  dollars, 
etc.— and  the  dollar  will  weaken 
and  monetary  turmoil  will  result. 

As  this  column  suggested  two 
years  ago,  the  solution  lies  in  "a 
system  based  on  SDR-like  interna- 
tional fiat  money.  This  new  money 
would  largely  replace  gold,  dol- 
lars, pounds,  yen,  etc.  as  accept- 
able currency  reserves.  The  fiat 
money  would  be  used  to  settle  in- 
ternational obligations.  It  would  be 
issued  by,  say,  the  International 
Monetary  Fund  under  a  formula 
formulated  by  Europe,  Japan  and 
the  U.S."— and  now,  of  course,  with 
the  Organization  of  Petroleum  Ex- 
porting Countries  (OPEC)  as  wefl. 

We  shouldn't  fritter  away  this 
opportunity  for  such  reform.  De- 
spite the  greenback's  current 
strength,  warns  monetary  expert  C. 
Fred  Bergsten,  senior  fellow  at  the 
Brookings  Institution,  the  dollar  is 
in  a  period  where  it  will  be  pe- 
rennially undervalued. 


Most  OPEC  countries  get  paid 
for  their  oil  in  dollars  and  "the 
Arab  oil-producing  countries  are 
reluctant  to  hold  their  growing  re- 
serves in  dollar  form,"  says  Berg- 
sten in  an  article  for  Foreign  Pol- 
icy. Thus,  "the  dollar  overhang 
[dollars  abroad]  can  weaken  the 
exchange  rate  of  the  dollar  ...  if 
the  initiative  comes  from  the  sell-> 
ing  side— in  this  case,  Arabs  seek- 
ing other  currencies  to  invest.  As  in 
any  market,  the  price  declines 
while  the  outstanding  stock  of  as- 
sets remains  unchanged." 

A  growing  number  of  European 
bond  issues  are  being  denominat- 
ed in  SDRs,  and  this  fall  OPEC 
may  denominate  oil  prices  in  SDRs 
as  well.  But  denomination  in  SDRs 
is  not  the  same  thing  as  actually 
using  SDRs.  OPEC,  for  instance, 
will  continue  to  receive  payments 
in  dollars  and  pounds. 

The  time  seems  ripe  for  a  full 
flowering  of  the  SDR.  The  U.S. 
should  vigorously  push  for  such  a 
blossoming. 
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Let's  face  it.  People  have  more  important  tilings  to  do 
than  spend  time  standing  around  a  copying  machine. 

But  if  your  company  is  like  lots  of  others  you've  got  a 
lot  of  copying  to  do.  Important  copying.  Copying  that  can 
be  time  consuming  and  expensive. 

That's  where  we  come  in.  We've  developed  a  line  of 
high-speed  duplicators  with  automatic  document  handlers 
and  sorters.  To  get  things  done  fast.  Save  people  time.  And 
reduce  copy  costs. 

And  that's  not  the  only  thing  we  can  reduce.  We've  even 
got  a  line  of  duplicating  machines  capable  of  reducing  large 
unwieldy  documents  down  to  easy  to  handle  sizes. 

Don't  just  take  our  word  for  it.  See  for  yourself  all 
the  different  ways  Xerox  duplicators  can  help  you  and  your 
business. 

After  all,  the  bulk  has  to  stop  somewhere. 


XEROX 


7, 
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Forbes 

Boston's 
Tower  Of  Babel 


"Let  us  build  us  a  city  and  a  tower, 
whose  top  may  reach  unto  heaven; 
and  let  us  make  a  name.  .  .  ." 
—Genesis  11:4. 

"I  hear  the  John  Hancock  people 
solved  their  glass  problem;  only  now 
they  got  a  woodpecker  problem." 
—Anonymous  Boston  cabby. 

No  doubt  about  it:  The  John  Han- 
cock Tower  is  a  handsome  building, 
towering  790  feet  above  Boston's 
historic  Copley  Square.  In  its  walls  of 
reflective  glass  Big  John  dramatically 
mirrors  the  Copley  Plaza  Hotel, 
Trinity  Church  and  Boston's  magni- 
ficent public  library— and  above  them 
blue  skies  and  white  clouds.  The 
building  is  there  and,  from  another 
point  of  view,  not  there— almost  an 
optical  illusion.  In  the  words  of  its 
architect,  "We  wanted  to  disembody 
and  dematerialize  the  bulk  of  the 
building  to  some  degree."  Big  John 
responds  to  its  environmment  in  a 
way  few  modern  buildings  do.  "It  is  a 
deliberate  attempt  to  reverse  the  self- 
centeredness  of  modern  skyscrapers." 

Financially,  however,  the  new 
headquarters  of  Boston's  John  Han- 
cock Mutual  Life  Insurance  Co.  is 
an  unmitigated  disaster.  Ground  for 
it  was  broken  in  1968.  Seven  years 
later  the  building  remains  unoccu- 
pied, with  the  most  optimistic  date 
for  tenanting  being  the  end  of  this 
year.  Big  John  was  initially  budgeted 
at  $75  million,  but  it  passed  $125  mil- 
lion last  year  and  may  finally  involve 
about  $150  million  in  direct  costs 
and  perhaps  another  $50  million  in 
lost  rentals  due  to  the  incessant  de- 
lays. In  the  end,  the  $125-million 
shortfall  will  come  out  of  the  pockets 
—or  out  of  the  reserves— of  millions  of 
small  policyholders. 

The  man  who  started  the  building, 
former  Chairman  and  President 
Robert  E.  Slater,  was  forced  out  of 
office  in  1969  when  the  board  of  di- 
rectors soured  on  his  plans  for  ag- 
gressively expanding  the  old-line  life 
company  and  diversifying  heavily  into 
fire  &  casualty  and  mutual  funds. 
The  building  was  to  have  been  a  mon- 


ument to  the  "new"  John  Hancock 
that  Slater  was  building.  It  was  clear- 
ly meant  to  be  Hancock's  counterat- 
tack to  the  Prudential  Insurance  Com- 
pany of  America's  highly  successful 
1964  tower  that  had  dwarfed  Han- 
cock's older,  1949  tower.  Says  Slater: 
"There  is  no  question  that  the  architect 
sensed  that  management  wanted  a 
building  higher  than  the  Prudential." 

Slater,  the  expansionist,  was  re- 
placed by  the  more  conservative  Ger- 
hard D.  Bleicken.  But  while  Bleicken 
cut  back  on  Slater's  expansionism  and 
reduced  employment,  he  did  not  cut 
back  on  his  plans  for  a  monument. 
Says  Slater,  now  retired:  "Bleicken 
was  more  the  motivating  force  for  the 
building  than  I  was.  I  believe  they 
put  in  more  frills  after  I  left." 

Bleicken  refuses  to  answer  any 
questions.  His  frontmen  simply  say  if 
anything  is  wrong,  not  Hancock  but 
its  architects,  contractors,  suppliers  or 
consultants  are  responsible. 

Ego  Play 

Almost  from  the  outset  the  building 
was  an  ego  trip  for  everyone  con- 
cerned. An  early  proposal  was  sub- 
mitted by  the  architects'  firm  of  I.M. 
Pei  &  Partners,  William  Zeckendorf's 
former  associates.  The  proposal  was 
for  a  fairly  conventional  60-story  ma- 
sonry structure  that  would  have 
blended  in  with  the  old  buildings  sur- 
rounding it.  Boston  city  planner  Ed- 
ward Logue,  then  head  of  the  Bos- 
ton Redevelopment  Authority,  ap- 
proved the  plan.  Even  so,  Logue 
thought  the  proposal  was  20  stories 
too  high,  but  "Prudential  had  built 
52  stories  and  you  can't  discriminate 
against  the  hometown  boy." 

However,  top  management  turned 
down  this  Pei  proposal,  desiring  some- 
thing bigger  and  more  unusual.  Next, 
Pei  partner  Cobb  went  out  and  de- 
signed a  skyscraper  of  unprecedent- 
ed shape,  a  notched  rhomboid.  A 
rhomboid  is  a  parallelogram  in  which 
the  angles  are  oblique  and  adjacent 
sides  are  unequal.  Nothing  like  it  had 
ever  been  done  for  its  size,  but  the 
board  bought  the  new  plan. 

Hancock    ignored    outside    urgings 


for  more  studies  before  going  ahead. 
City  planner  Logue  worried  lest  the 
new  building  be  too  massive  for  the 
site.  Permission  to  build  there  was 
given  only  after  a  rumor  spread  that 
Hancock  might  move  its  headquarters 
(and  jobs)  to  Chicago.  Speaking  of 
the  new  reflective  glass,  the  head  of 
the  Boston  Society  of  Architects  also 
called  for  more  study,  adding,  "It  is 
difficult  to  predict  all  the  problems 
it  might  create." 

From  the  start,  things  went  wrong. 
In  digging  the  foundation,  Hancock's 
crews  damaged  the  surrounding  area 
including  old  Trinity  Church,  which 
is  suing  for  $4  million.  They  also  dam- 
aged the  Copley  Plaza;  Hancock  end- 
ed buying  the  hotel  for  $6.4  million 
and  pouring  another  $2  million  into 
refurbishing  it. 

When  Big  John  was  nearly  fin- 
ished in  1972,  the  costly  glass,  trans- 
parent from  inside,  partially  reflective 
from  outside,  began  to  crack  danger- 
ously. While  10,344  double  panes 
were  replaced  with  single  ones  (net 
cost:  $7  million),  much  of  the  outside 
had  to  be  covered  with  sheets  of  ply- 
wood. On  top  of  this,  the  odd-shaped 
building  showed  signs  of  swaying  ex- 
cessively in  the  wind;  strengthening 
the  framework  is  costing  another  $5 
million  and  currently  delaying  the  ar- 
rival of  tenants. 
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Who  will  pay?  Hancock  talks  of 
suing  "those  responsible,"  but  also  ar- 
gues that  in  the  long  run  the  build- 
ing will  prove  its  worth  as  an  architec- 
tural monument.  "Our  chairman,"  a 
company  spokesman  says  loftily,  "is 
fond  of  telling  people  that  $125  mil- 
lion is  only  1%  of  our  total  assets  and 
that  our  older  headquarters,  built 
back  in  1949,  also  represented  1%." 

"When  you  write  it  off  over  40  to 
50  years  and  take  the  cost  down  to 
the  specific  policyholder,"  says  ex- 
Chairman  Slater,  "the  cost  gets  down 
to  pennies." 

Not  everyone  agrees.  Boston- 
born  and  educated  James  Cleary, 
president  of  Wall  Street's  Blyth  East- 
man Dillon,  is  outraged  by  the  waste 
and  poor  planning.  "No  publicly 
owned  corporation  would  have  gotten 
away  with  such  a  fiasco,"  says  Cleary. 
"But  it  never  occurs  to  policyhold- 
ers of  these  mutual  insurance  com- 
panies that  they  have  the  same  right 
to  protest.  You  just  couldn't  make  all 
those  blunders  and  keep  your  job  in  a 
public  company." 

Who  Pays? 

In  theory,  a  mutual  life  insurance 
company  like  Hancock  is  a  public 
company,  owned  by  its  policyholders. 
In  fact,  although  it  has  18  million 
policies  outstanding,  the  company 
mails  out  only  26,000  annual  reports, 
and  some  of  those  only  to  policyhold- 
ers who  specifically  request  them.  The 
board  of  directors  is  virtually  self- 
perpetuating  since  each  member  is 
nominated  by  the  others.  The  han- 
dling of  the  Big  John  was  a  signifi- 
cant case  in  point.  The  building  was 
placed  under  a  special  committee  of 
the  board  rather  than  under  the  fi- 
nance committee,  which  normally 
handles  major  investments.  Concedes 
Slater:  "The  new  office  building  was 
looked  upon  more— shall  we  say— as 
an  organizational  affair  rather  than 
a  financial  investment." 

Concedes  architect  Henry  Cobb: 
"In  the  public  mind,  something  very 
selfish  and  self-aggrandizing  has  been 
done  by  our  client  and  we  are,  of 
course,  accomplices  in  that." 

It's  true,  of  course,  that  this  dra- 
matic building  will  continue  to  be  one 
of  the  highlights  of  the  Boston  sky- 
line long  after  most  of  the  present  pol- 
icyholders are  dead— just  as  that  one- 
time white  elephant,  New  York's  Em- 
pire State  Building,  eventually  be- 
came a  valuable  property.  But  that 
is  not  the  real  point,  which  simply 
is:  How  can  the  business  commu- 
nity urge  economy  and  austerity  and 
thrift  upon  the  public  while  some 
businessmen  practice  the  most  fla- 
grant forms  of  ego-building  with  oth- 
er people's  money?  ■ 
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Lebenthal  &  Co.: 
Heroes  To  Whom? 

Certainly  to  Abe  Beame,  but 
not  to  all  its  customers. 


Full  page  ads  in  the  financial  press 
in  April  proclaimed:  "The  Second 
Safest  Investment  In  America."  Be- 
low to  the  left  was  a  copy  of  a  $5,000 
City  of  New  York  Serial  Bond.  Leben- 
thal &  Co.  ran  the  ads  shortly  before 
it  hit  the  headlines  that  New  York 
City  was  tottering  on  the  verge  of 
default. 

That  took  a  lot  of  brass  on  the  part 
of  this  smallish  municipal  bond  house 
(estimated  gross  trading  volume  of 
$200  million),  but  Lebenthal  is  a 
brassy  little   firm.   Founded  49   years 


ago  by  the  late  Louis  Lebenthal  and 
his  wife  Sayra,  the  firm  has  pros- 
pered of  late  as  yield-  and  tax-con- 
scious investors  flocked  to  the  munici- 
pal bond  market,  previously  the  prov- 
ince of  the  very  rich  and  of  banks. 
(At  over  70,  Sayra  Lebenthal  is  still 
active,  still  frequently  on  the  tele- 
phone to  prospective  investors. ) 

Applying  mass-merchandising  meth- 
ods to  the  business,  Lebenthal  has 
even  been  using  TV  advertising- 
promoting  itself  to  bond  investors  as 
"Lebenthal's  Heroes."  Says  James  Le- 


The  Newest  Hobby: 
Kibitzing  By  Radio 

. . .  spells  boom  for  the  citizen 
band  radio  business. 


So  you  thought  hand-held  calcula- 
tors were  the  hottest-selling  consumer 
electronic  product.  Think  again.  Sales 
of  citizen  band  radios  are  growing 
much  faster— by  better  than  30%  a 
year  compared  with  13%  a  year  for 
calculators. 

Citizen  band  radios?  A  CB  radio  is 
nothing  more  than  a  simpler,  cheaper 
version  of  a  police  or  commercial  two- 
way  radio.  Retail  sales  of  CB  radios 
were  no  more  than  $140  million  in 
1973.  This  year  they'll  reach  $350 
million;  next  year  $500  million.  By 
1980  enthusiastic  CB  makers  are  talk- 
ing about  sales  of  $1  billion. 

"It's  unreal  what's  happening  in 
CB  radios,"  claims  Robert  Katz,  a 
buyer  for  Tandy's  Radio  Shack,  the 
nationwide  electronics  retailer  that 
sells  everything  from  calculators  to 
TVs.  "It's  our  fastest-growing  item." 

No  need  to  take  only  a  buyer's 
word,  however.  To  operate  a  citizen 
band  radio,  a  user  is  required  to  ob- 
tain a  license  from  the  Federal  Com- 
munications Commission.  As  recent- 
ly as  1972,  the  FCC  received  fewer 
than  15,000  such  applications  a 
month.  Now  requests  are  coming  in 
at  the  rate  of  200,000  a  month. 

Who's  buying  them?  The  CB  com- 
panies aren't  exactly  sure.  They  know 
that  farmers,  often  working  over 
sprawling  distances,  use  them  in  their 


work.  So,  they  say,  do  doctors  and 
small  businessmen.  But  the  biggest 
boom  seems  to  be  coming  from  people 
who  use  citizen  band  radios  just  for 
fun.  Housewives  use  them  for  gossip 
and  exchanging  shopping  information 
—saves  telephone  bills  and  shoe  leath- 
er. Out  in  Benton  Harbor,  Mich,  a 
number  of  Whirlpool  executives  have 
CB  radios  in  their  cars  and  use  them 
to  chat  while  driving  to  and  from 
work— about  football  scores  and  wash- 
ing machine  sales.  A  good  many  peo- 
ple apparently  just  like  to  kibitz— on 
what  truck  drivers  say  to  each  oth- 
er, for  example— a  kind  of  radio  t  ciilr. 

Citizen  band  radios  have  been 
available  since  1958,  but  for  the  most 
part  ham  radio  operators  and  farmers 
were  the  only  ones  who  bought  them. 

The  oil  embargo  of  1973  changed 
things.  "The  fuel  shortage,  the  55- 
mph  speed  limit  and  the  truckers' 
strike  were  the  events  that  lit  the 
fuse,"  claims  Richard  E.  Horner,  pn 
ident  and  chief  executive  office)  "I 
E.F.  Johnson  Co.,  the  leading  U.S. 
manufacturer.  Truckers  began  to  use 
CB  radios  to  find  out  where  the) 
could  get  gasoline  and  where  polite 
radar  traps  were  located.  The  truck 
ers'  use  of  the  CB  radio  received  i 
lot  of  publicity,  and  Horner  claims 
that  got  others  interested. 

As  a  result  of  .ill  the  current  acth  i 
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Top  Heroes:  Jim  Lebenthal  (left) 
and  Gerard  Bissinger. 

ben  thai,  son  of  the  founders:  "Munic- 
ipal bonds  are  like  any  other  prod- 
uct. You  just  have  to  find  a  way  to 
differentiate  your  product." 

It's  not  surprising  that  Jim  Leben- 
thal   talks    like    this.    Now    47,    he 


worked  as  an  advertising  copywriter 
for  Ogilvy  &  Mather.  Another  partner 
with  an  advertising  background  is  Ge- 
rard Bissinger,  who  is  married  to  Jim's 
sister,  Eleanor  Lebenthal  (who  is  op- 
erations vice  president). 

"I  still  think  New  York  will  not  de- 
fault," says  Jim  Lebenthal.  But  what 
about  the  thousands  of  citizens  who 
bought  New  York  City  bonds  on  Le- 
benthal's  say-so?  Aren't  they  at  best 
locked  into  second-rate  investments? 
"Surprisingly,"  says  Lebenthal,  "we 
didn't  have  that  many  complaints. 
After  all,  the  city's  bonds  have  rallied 
sharply  since  the  end  of  May. 

Perhaps  on  advice  of  counsel,  how- 
ever, current  Lebenthal  advertise- 
ments carry  the  disclaimer  that  New 
York  City  bonds  "should  be  consid- 
ered speculative." 

Rivals  criticize  Lebenthal  for  what 
they  say  was  an  unconscionably  large 
spread  between  bid  and  asked  prices— 


as  much  as  six  points,  $60  on  a  $1,000 
bond  during  the  recent  crisis.  Re- 
plies Jim  Lebenthal:  "We  had  to  be 
compensated  for  the  risk."  Grudging- 
ly concedes  a  bond  trader  for  a  big 
bond  house:  "During  the  crunch  they 
at  least  tried  to  make  bids.  Most  firms 
wouldn't  even  bother." 

Under  normal  conditions,  says  Jim 
Lebenthal,  "we  get  spreads  more  like 
$17  for  a  $1,000  New  York  City  bond 
and  up  to  $40  for  small,  less  market- 
able municipalities."  On  this,  he  says, 
the  firm  gives  the  salesman  a  com- 
mission and  pays  all  overhead,  in- 
cluding advertising.  "It's  a  nickel-and- 
dime  business,"  says  Jim  Lebenthal, 
a  bit  defensively.  "Our  average  trans- 
action is  only  $10,000." 

In  spite  of  the  bad  publicity,  Le- 
benthal is  convinced  it  is  in  the 
right  place  with  the  right  product. 
"We  appeal  to  the  squirreling  in- 
stinct," says  Gerry  Bissinger.   ■ 


ty,  the  airwaves  are  getting  crowded. 
A  citizen  band  radio  has  a  radius  of 
10  to  15  miles,  but  only  23  channels 
are  available.  To  relieve  the  crowd- 
ing, the  Federal  Communications 
Commission  plans  to  increase  the 
available  channels  to  40  by  this  fall 
and  is  considering  setting  aside  an- 
other 100  channels  by  1977— so-called 
Class  E  channels,  which  will  be  more 
adaptable  to  urban  areas  where  tele- 
phone and  electric  wire  transmissions 
interfere  with  current  CB  broadcasts. 

The  Government  is  helping  in  oth- 
er ways.  In  March  the  FCC  cut  the 
price  of  a  five-year  license  from  $20 
to  $4. 

Technology  has  played  a  major  role 
in  the  spread  of  the  hobby.  A  few 
years  ago,  a  good  CB  unit  cost  around 
$250.  Now  most  manufacturers  are 
switching  from  vacuum  tubes  to  in- 
tegrated circuits,  and  the  price  of  a 
good  unit  is  down  to  less  than  $150. 
Many  CB  units  are  also  being  pack- 
aged together  with  car  radios  and  tape 
decks.  And  to  fill  out  their  product 
lines,  most  companies  are  selling  a 
unit  called  a  scanner,  which  moni- 
tors such  things  as  police  and  fire 
calls.  Surprisingly,  the  biggest  buyers 
of  the  scanners  are  housewives.  Quips 
Theodore  Andros,  Hy-Gain's  market- 
ing vice  president,  "It's  like  listening 
to  a  soap  opera,  but  it's  live." 

Giant  Problems? 

Roughly  70%  of  the  CB  radios  sold 
in  the  U.S.  are  made  in  Japan  and 
distributed  by  such  companies  as  La- 
fayette Radio,  Radio  Shack,  Browing 
Laboratories  and  Gladding  Corp.'s 
Pearce-Simpson  division.  The  rest  are 
made  by   small   companies   like   E.F. 


Johnson  (1974  sales:  $46  million) 
and  Hy-Gain  Electronics  ($16  mil- 
lion). Although  just  about  everybody 
has  had  rapid  sales  gains  in  recent 
years,  the  same  cannot  be  said  for 
profits.  At  best,  they  are  a  mixed  bag. 
Johnson  may  be  the  best-run  com- 
pany in  the  business.  Its  return  on 
stockholders'  equity  has  climbed  to 
about  22%  over  the  past  five  years 
and  its  sales  and  profits  have  climbed 
at  a  steady  clip;  over  the  counter 
this  year  its  stock  has  gone  from  10 
to  48.  By  comparison,  Hy-Gain  lost 
money  in  1970  and  1971  due  to  that 
recession  and  an  increase  in  Japanese 
imports.  In  recent  years,  it  has  made 
money,  with  a  margin  of  up  to  6% 
on  sales,  and  it  has  averaged  around 
9%  on  stockholders'  equity. 

Undaunted,  everybody  in  the  busi- 
ness is  looking  for  bigger  profits  and 
sales  ahead.  Big  companies  like  Mo- 
torola are  eyeing  the  business.  They 
are  looking  at  the  possibility  of  broad- 
er distribution.  Heretofore,  CB  radios 
were  sold  mainly  through  hobby  out- 
lets. But  recently  companies  like  Hy- 
Gain  and  Johnson  have  signed  up  with 
mass  merchandisers  like  Sears  and 
May  Co.,  as  well  as  other  consumer 
outlets  such  as  TV  stores.  Hy-Gain 
claims  that  now  its  equipment  can  be 
bought  in  some  15,000  retail  outlets, 
vs.  only  1,000  five  years  ago. 

Sometime  between  1977  and  1980, 
some  radiomen  believe  carmakers  will 
begin  offering  CB  radios  as  original 
equipment.  In  fact,  Johnson  already 
has  an  arrangement  with  some  Buick 
dealers  who  currently  sell  CB  radios 
as  dealer  options.  Several  Ford  and 
Chevrolet  dealers  have  similar  agree- 
ments with  other  CB  manufacturers. 


Chatterboxes.  Whether  carried  by 
hand  or  installed  in  homes  and 
automobiles,  citizen  band  radios 
are  as  much  a  sociological  phenom- 
enon as  a  marketing  success. 


However,  this  prospect  frightens  the 
Johnson  company  more  than  it  pleases 
it.  Johnson's  Horner  believes  that 
when  Detroit  decides  to  put  CB  ra- 
dios on  new  cars,  big  companies  like 
Motorola  and  General  Electric,  which 
already  make  commercial  two-way  ra- 
dios, will  come  into  the  market.  (Ev- 
ery man  for  himself,  said  the  ele- 
phant as  he  danced  amidst  the  mice.) 

Everyone  concerned  would  do  well 
to  study  the  fate  of  the  hand-held  cal- 
culator. Success  tends  to  attract  com- 
pany—often too  much  company.   ■ 
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But  Why  Are  German 
Businessmen  Nervous? 


Behind  the  bustling  facade  and  the  glittering 
figures,  many  German  businessmen  are  frankly 
worried  about  the  future.  Come  on  now,  Hans. 


You  wouldn't  know  it  from  the  fig- 
ures, which  show  West  Germany  to 
be  the  world's  healthiest  economy, 
but  there  is  a  sense  of  unease  in  the 
German  business  and  financial  com- 
munity. Portugal,  after  all,  is  in  West- 
ern Europe  even  if  1,000  miles  from 
Frankfurt;  Italy  is  a  scant  300  miles 
away;  and  the  Communists  are  close 
to  power  in  both  places. 

But  at  home  everything  is  well,  isn't 
it?  Many  businessmen  aren't  so  sure. 
Their  chief  fear  is  that  socialism  may 
come  to  Germany  via  the  back  door. 
Complains  Karl  Gustaf  Ratjen,  chair- 
man of  Metallgesellschaft,  a  leading 
nonferrous  metals  and  engineering 
firm,  "The  unions  want  to  turn  com- 
panies into  political  footballs  just 
when  we  need  strong  competitive 
management." 

What  is  Ratjen  worrying  about? 
Didn't  the  German  unions  settle  for 
pay  raises  of  6.5%  this  year,  in  line 
with  Germany's  low  6%  to  7%  infla- 
tion? Aren't  Germany's  holdings  of 
gold  and  foreign  currency,  $38  bil- 
lion, the  biggest  in  the  industrialized 
world?  Didn't  the  62  million  Germans 
export  $100  billion  worth  of  goods 
last  year,  over  three  times  as  much 
per  capita  as  the  Americans  and  also 
three  times  as  much  as  the  legendary 
Japanese  exporters?  And  wasn't  all 
this   done   with   a   near-total   absence 


of  strikes  and  other  labor  unrest? 

The  answer  is  "yes."  But  what  wor- 
ries the  stolid  Germans  is  a  move- 
ment for  what  is  called  paritatische 
mitbestimmung,  which  translates  free- 
ly as  equal  co-determination,  or  equal 
power  for  the  workers.  The  unions 
are  pushing  for  it,  and  seriously,  in 
lieu  of  big  wage  increases  which  they 
realize  would  only  hurt  Germany's 
ability  to  produce— and  thus  their  own 
interests.  "An  equal  share  in  decision- 
making is  a  central  aim  and  claim 
of  German  labor  unions,"  says  Eugen 
Loderer,  head  of  the  2.5-million-mem- 
ber  metalworkers  union,  which  cov- 
ers all  metal  trades  from  automobiles 
to  steel. 

To  put  this  in  perspective,  suppose 
that  in  the  U.S.  the  labor  unions  were 
permitted  to  choose  33%  of  every  cor- 
porate board  of  directors  and,  not  sat- 
isfied with  that,  began  to  demand 
50%.  This  is  precisely  what  is  now  go- 
ing on  in  Germany,  and  under  a  So- 
cial Democratic  government  that  fa- 
vors the  change,  with  no  strong  dis- 
agreement from  other  major  parties. 
But  almost  to  a  man,  businessmen, 
even  liberal  ones,  are  horrified:  "With 
50%  it  would  be  impossible  to  make  a 
decision,"  says  Rudolf  von  Bennigsen- 
Foerder,  chairman  of  VEBA,  the  giant 
energy  combine  in  which  the  German 
government  has  a  43%  interest.  Under 


Business'  dominance  over  Germany 
today  is  symbolized  by  structures  like 
Unilever's  Hamburg  headquarters. 

the  50%  concept,  an  11th,  or  public, 
member  is  available  to  break  a  tie; 
but  would  the  tie  be  broken  in  a 
way  consistent  with  sound  business 
decisions? 

The  implications  in  a  German  busi- 
ness context  frighten  managers.  In 
Germany  the  top  board,  the  super- 
visory board,  does  not  represent  a 
company's  management.  It  repre- 
sents only  the  stockholders,  the  own- 
ers. The  supervisory  board  has  au- 
thority over  all  major  policy  and  ex- 
penditure decisions  and  also  appoints 
the  management,  which  then  runs  the 
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Unemployment?  It's  only  4.4%  in  Germany,  and  the  jobless 
get  68%  of  their  pay  for  a  year.  So,  there's  plenty  of  money 
for  restaurants,  vacations  and  even  for  pornography. 
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day-to-day  operations  of  the  company. 
Giving  the  workers  equal  represen- 
tation on  the  supervisory  board  would 
mean  giving  the  people  who  work  for 
the  company  an  equal  say  with  the 
formal  owners  as  to  how  its  assets 
are  used.  Should  a  new  product  be 
introduced?  Should  the  company  in- 
vest abroad?  Even,  should  so-and-so 
be  made  president  of  the  company? 
Not  if  the  worker  representatives  ob- 
jected. That  may  be  breaking  new 
ground  in  social  justice,  but  to  busi- 
nessmen—German, American  or  any 
other  kind— it  sure  isn't  capitalism. 
Supporters  of  the  idea  call  it  bring- 


Metalworkers  Union's  Loderer: 

Power  over  the  management. 


ing  democracy  to  economics;  oppo- 
nents term  it  a  pure  power  struggle. 
"The  unions  want  a  voice  over  who  is 
the  management,"  says  Klaus  Mueller- 
Zimmermann,  financial  vice  president 
of  Siemens,  Inc.  Rejoins  union  boss 
Loderer,  himself  a  deputy  chairman 
of  Volkswagen:  "Management  is  afraid 
of  having  to  share  power.  They  fear 
losing  their  power." 

To  understand  why,  it  is  necessary 
to  go  back  to  the  end  of  World  War 
II,  when  the  U.S.  and  British  allies 
went  into  Germany  with  thoughts  of 
dismantling,  or  at  least  nationalizing, 
the  bulk  of  German  industry  that  had 
served  Hitler.  But  the  German  peo- 
ple had  lived  for  over  twelve  years 
under  National  Socialism  (Nazism), 
•in  which  political  and  economic  pow- 
er were  united,  and  most  of  them 
wanted  nothing  like  it  again.  The  So- 
cial Democratic  party  and  its  labor 
union  constituency— true  to  their  100 
years  of  socialist  principles— favored 
nationalization.  But  Konrad  Aden- 
aur,  Germany's  illustrious  postwar 
chancellor,  talked  the  unions  out  of 
nationalization  by  promising  that  the 
workers  would  have  a  major  voice  in 
running  private  companies.  This  was 
to  be  done  through  electing  factory 
workers  to  the  supervisory  boards. 

In  the  heavily  Nazi-tainted,  old- 
family-dominated  coal  and  steel  in- 
dustry, the  workers  were  allowed  to 
elect  50%  of  the  membership  of  the 
supervisory  boards.  But  in  all  the  rest 
of  German  industry  the  workers  held 
only  33%  of  the  seats. 

By  and  large,  the  system  worked 
well.  VEBA's  von  Bennigsen,  who 
opposes  50%,  finds  nothing  wrong 
with  33%  worker  representation.  "In 
my  25  years  in  this  company,"  he 
says,  "the  stockholder  representatives 
never  outvoted  the  workers.  Always 


we  discussed  problems  with  the  aim 
of  achieving  a  unanimous  vote." 

While  the  stockholder  representa- 
tives (for  which,  read  banks,  be- 
cause the  banks  control  much  of  Ger- 
man industry)  had  to  give  some 
ground,  so  did  the  union  men,  and 
the  result  was  often  a  very  satisfactory 
consensus.  Diether  Hoffmann,  a  direc- 
tor of  the  trade-union-owned  Bank 
fur  Gemeinwirtschaft,  has  one  foot  in 
the  union  camp,  one  in  the  business 
camp.  His  view  of  the  co-determina- 
tion is  significant:  He  says  that  Ameri- 
can unions,  with  their  arms-length  re- 
lationship to  management,  may  "have 
more  power  than  German  unions  with 
their  co-determination.  Co-determina- 
tion is  closely  related  to  the  general 
atmosphere  in  this  ociety.  This  sys- 
tem helps  keep  our  economy  on  the 
right  track."  By  which  he  means,  of 
course,  that  co-determination  is  more 
a  vehicle  for  consensus  than  for  trade 
union  power. 

Every  German— businessman,  work- 
er and  politician  alike— congratulates 
himself  on  how,  through  cooperation, 
the  nation  has  risen  from  the  ashes 
of  30  years  ago.  "After  the  war  we 
had  only  our  own  hands,  but  we  had 
more  in  the  brains  than  in  the  hands," 
says  Wilhelm  Christians  of  the  Deut- 
sche Bank,  one  of  Germany's  leading 
bankers.  Adds  Eugen  Loderer,  "Trade 
union     activities     here     are     reform- 
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If  you  count  fringes  and  social  security,  German  workers  like  these  Volks- 
wagen employees  probably  do  as  well  as  their  American  counterparts.  In  fact, 
some  German  businessmen  say  their  labor  costs  are  higher.  The  briefcases, 
by  the  way,  are  what  German  workers  use  for  carrying  their  lunches. 


istic.  We  are  ready  to  compromise." 
So  why,  the  outsider  asks,  do  Ger- 
man businessmen  feel  so  threatened 
by  what  is,  after  all,  only  an  extension 
of  an  existing  principle?  The  answer 
is  that  the  fear  is  both  external  to 
Germany  and  internal.  The  German 
businessman  looks  at  Britain— a  vic- 
tor in  World  War  II— in  horror:  In- 
dustrial discipline  has  collapsed,  and 
management  is  fast  losing  its  power 
to  manage.  What  the  German  fears 
at  home  is  not  the  current  worker 
representatives  with  whom  he  has 
worked  to  reach  today's  heights;  he 
fears  the  future,  the  workers  who  will 
come  on  the  boards  tomorrow.  The 
whole  argument  is  hard  to  grasp  for 
an  American,  whose  unions  are  al- 
most exclusively  interested  in  wages 
and  working  conditions,  and  in  poli- 
tics only  to  advance  their  interests  in 
those  two  respects. 

Not  so  in  Germany.  In  fact,  Ger- 
man worker  board  members  do  not 
deal  with  wages  and  working  condi- 
tions. Wages  are  negotiated  directly 
between  the  national  unions  and  na- 
tional associations  of  the  particular 
industries.  It  is  as  if  the  United  Auto 
Workers  negotiated  with  the  Auto- 
mobile Manufacturers  Association 
rather  than  with  individual  auto 
companies.  Working  conditions  are 
negotiated  directly  between  company 
management  and  the  local  workers' 
council.  The  worker  board  members, 
by  contrast,  are  full  board  members 
representing,  in  effect,  the  workers  not 


as  workers  but  as  people  with  an  in- 
terest in  how  the  assets  and  products 
are  to  be  handled. 

Union  chief  Loderer  is  not  far  off 
when  he  says  that  German  entrepre- 
neurs "fear  for  their  power."  The  fear 
has  taken  the  concrete  form  of  a  cer- 
tain increase  in  the  flow  of  German 
assets  abroad,  especially  to  the  U.S. 
At  a  time  when  foreigners  are  anxious 
to  own  deutsche  marks  and  invest- 
ments in  Germany,  many  moneyed 
Germans  are  shifting  some  of  their 
assets  abroad. 

In  1970  German  capital  was  moving 
overseas  at  the  rate  of  $900  million 
a  year.  For  the  past  three  years  the 
figure  has  swollen  to  almost  $2  billion. 
Much  of  this  represents  natural  invest- 
ment overseas,  as  German  firms  try  to 
protect  export  markets  or  to  upgrade 
production  at  home  and  shift  the  more 
basic  processes  outside  their  labor- 
and  resource-short  country.  But  at 
least  some  of  this  money  represents  a 
flight  from  real  or  imagined  perils  at 
home.  How  much?  Nobody  knows, 
because  it  is  difficult  to  distinguish 
legitimate  overseas  investment  from 
panicky  money.  But  there  are  a  few 
straws  in  the  wind.  Take,  for  exam- 
ple, the  Hugo  Mann  organization  of 
Karksruhe,  a  chain  of  furniture  stores. 
It  has  just  bought  Fed-Mart,  a  Cal- 
ifornia chain  of  department  stores.  It 
would  be  hard  to  argue  that  this  was 
either  diversification  or  an  export 
of  German  technology.  Rather,  it 
seems    to   have   all    the   earmarks    of 


wealthy  people  looking  for  geographi- 
cal diversification. 

Then  there  is  Richard  Gruner,  the 
former  Hamburg  publisher,  who  sold 
out  in  1969  and  has  since  emerged 
as  the  single  largest  stockholder  in 
American  Airlines.  Is  it  that  U.S.  air- 
lines are  better  businesses  than  Ger- 
man magazines?  Or  is  it  simply  that 
U.S.  assets  are  a  good  thing  to  have 
if   all   your   eggs   are   in   one   basket? 

The  old-line  family  company,  Fried- 
rick  Flick,  sold  a  23%  share  in  Daim- 
ler-Benz this  year.  Why?  "Family  rea- 
sons," says  a  banker.  Such  as?  "Such 
as  transferring  at  least  some  assets  to 
foreign  countries.  Divide  your  fortune 
to  spread  the  risk." 

Is  this  fear  justified?  A  Forbes 
team  recently  spent  several  weeks  in 
the  Federal  Republic,  talking  to  busi- 
nessmen, labor  leaders,  politicians  and 
ordinary  people.  When  we  were  fin- 
ished we  were  convinced  that  the 
fears  were  genuine,  but  we  were  not 
convinced  they  were  well-founded. 

The  economy  that  grew  up  in  Ger- 
many after  the  war  still  depends  upon 
what  Bernhardt  Molitor,  an  economist 
who  sits  today  in  Ludwig  Erhard's  old 
Ministry  of  Economics  in  Bonn,  calls 
a  "high  degree  of  consensus."  Look- 
ing back  over  the  postwar  history, 
he  says  that  co-determination  "helped 
very  much  to  integrate  our  trade  un- 
ions into  economic  life.  It  gives  a 
clear  insight  to  trade  unions  about 
what  is  happening— where  are  the 
profits,  where  are  the  problems  of 
management,  where,  for  example,  are 
the  production  problems." 

Geographical  Necessity 

Such  cooperation  conies  naturally 
to  Germany.  When  you  are  62  mil- 
lion people  crammed  into  an  area  the 
size  of  Oregon  and  when  you  started 
30  years  ago  with  almost  nothing,  you 
have  to  stick  together  to  survive.  This 
is  not  to  say  that  Germans  love  one 
another.  It  is  simply  that  no  one 
group  can  push  its  interests  too  far 
without  causing  serious  trouble  in  a 
small,  crowded  country. 

The  London  Economist  recently 
published  some  interesting  figures:  In 
1974,  8  million  West  German  manu- 
facturing workers  produced  three 
times  more,  in  money  terms,  than  the 
same  number  of  British  workers.  To 
attribute  this  to  some  kind  ol  natural 
superiority  of  the  German  worki  r  is 
obvious  nonsense:  A  good  percent- 
age of  those  "Germans"  were  "guesl 
workers"  from  Turkey,  Portugal,  Italy, 
Greece  and  Yugoslavia  who  were  paid 
German  wages  to  help  man  the  auto 
assembly  lines,  the  steel  blast  Fur 
naces,  to  take  up  the  unskilled  jobs 
that  few  Germans  were  willing  to  do. 
The    difference    between     British     l.n 
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get  up  and  go 

This  one  has  it  when  the  others  don't. 


The  men  who  head  up  the  flight  departments 
for  the  top  firms  know  how  to  evaluate  aircraft. 
And  what  do  their  studies  show?  The  Falcon  10  has 
no  equal  for  dealing  with  the  conditions  that  rob  a 
jet  of  lift  and  range.  Specifically:  short  runways; 
hot  weather;  high-elevation  airports.  Conditions 
often  encountered  in  today's  flight  operations. 

The  Falcon  10  flies  furthest  by  far.  Fastest, 
too.  And  with  great  fuel  economy. 

Reasons?  A  new,  high-lift  wing.  New,  high 
performance  power  plants.  Exceptional  ruggedness. 

Yes,  the  very  reasons  it  costs  more  to  buy. 

But  that's  not  stopping  the  top  firms.  Because 
this  aircraft  gives  them  the  mobility  they  must  have. 
Gets  them  to  and  from  the  many  out-of-the-way 


places  they  must  go.  Quickly.  Directly.  Masters 
those  tough  conditions  that  mean  "no  go"  for  some 
jets— "slow  go"  for  others  because  they  must  take 
off  light  and  go  down  for  fuel  along  the  way. 

These  firms  find  that  the  Falcon  10  helps 
them  make  most  effective  use  of  time.  Saves  them 
significant  travel  time.  Gains  them  important  pro- 
ductive time.  And  isn't  that  what  it's  all  about? 

Want  to  know  how  the  Falcon  10  compares 
with  other  jets  when  the  going  gets  tough?i 
A  new  12-page  booklet  has  the  answers. 
To  receive  your  copy,  just  drop  a  line 
to  Finn  Hedlund,  Vice  President- 
Marketing,  at  the  address  below. 
Our  pleasure.  corporation 

Teterboro  Airport  •  New  Jersey  0760 
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These  Little  Rabbits  Went  To  Market. 

Volkswagen  concedes  its  famed  Beetle 
is  behind  the  times,  pins  its  U.S. 
hopes  on  the  sprightly  new  Rabbit. 


tories  and  German  factories  is  that 
German  workers  rarely  strike,  they 
accept  job  reductions  and  sensible 
work  rules  in  the  interest  of  efficiency 
and  show  common  sense  when  ne- 
gotiation time  comes. 

German  labor  is  high-cost  labor. 
Wages  in  Germany  average  60%  high- 
er than  in  Britain.  Some  German  busi- 
nessmen now  feel  that  it  is  less  ex- 
pensive to  manufacture  in  the  U.S., 
given  Germany's  higher  fringe  bene- 
fits and  given  the  difficulty  of  laying 
Germans  off  when  business  is  slow. 
Nevertheless,  German  labor  can  com- 
pete because  it  avoids  waste  and 
strife.  And  if  joblessness  results  be- 
cause of  modernization  for  efficiency, 
the  worker  hardly  suffers. 

Unemployment  insurance,  for  ex- 
ample, is  today  68%  of  take-home 
pay  for  one  year,  and  58%  after  that 
with  permission  to  work  20  hours  a 
week  earning  money  at  odd  jobs. 
A  worker  may  also  enroll  in  a  gov- 
ernment-funded job  retraining  course, 
in  which  case  his  unemployment  ben- 
efit rises  to  90%  of  take-home  pay. 

When  Germany's  economy  is  going 
well— growing  typically  over  5%  a 
"ear— such  benefits  are  affordable  on 


a  pay-as-you-go  basis.  But  today  Ger- 
many's economy,  in  the  worst  reces- 
sion since  the  war,  is  not  growing  at 
all,  and  the  government  is  running 
deficits  of  up  to  4%  of  the  gross  na- 
tional product  to  make  up  the  short- 
falls in  contributions.  Those  deficits 
worry  "Germans  of  all  walks  of  life, 
who  still  fear  an  overexpansive  state. 
For  if  there  is  one  thing  this  German 
consensus  agrees  upon  beyond  the 
need  for  efficiency,  it  is  the  superiori- 
ty of  free  enterprise  to  socialism.  In 
the  mid-Sixties,  the  Social  Democrats 
finally  got  the  message,  dropped  na- 
tionalization as  an  issue  and  won  con- 
trol of  the  government  by  1969. 

The  overriding  concern  in  Germany 
today  is  that  private  investment— not 
government  investment— should  pick 
up.  Then  the  Germans  feel  they  could 
get  back  to  the  economic  growth  they 
need  in  order  for  the  transformation 
of  their  economy  to  occur  in  an  order- 
ly fashion. 

Both  Kurt  Biedenkopf,  general  sec- 
retary of  the  Christian  Democrats, 
and  the  Bonn  government's  Bernhardt 
Molitor  share  the  same  hope  for  the 
future;  a  highly  mobile  continually 
changing  and  adapting,  privately 
owned  industrial  system.  Biedenkopf, 
for  example,  looks  for  a  continuous 
structural  change  to  adapt  to  a  shift- 
ing export  situation,  fully  recogniz- 
ing that  the  process  of  change  would 
extend  to  the  labor  force  as  well. 
"If  we  assume  an  employee  changes 
jobs  three  times  in  a  40-year  work- 
ing life,  with  four  months  each  time 
to  get  a  new  job,  then  we  will  have 
a  permanent  2.5%  unemployment  as 
an  expression  of  the  mobility  of  our 
industrial  structure.  If  this  would 
be  taken  care  of  by  our  unemploy- 
ment insurance  and  other  social  bene- 
fits, there  would  be  no  detrimental 
effect.  On  the  contrary,  the  change 
of  industry  would  achieve  the  growth 
we  need." 

Confronting  OPEC 

The  free-enterprise  consensus  shows 
clearly  in  the  way  Germany  reacted  to 
the  oil  crisis.  In  the  U.S.  people  traded 
insults,  variously  blaming  the  oil  com- 
panies, the  politicians,  the  Zionists 
and  the  Arabs.  In  Italy  people  rioted 
and  turned  to  la  dolce  vita.  In  France, 
the  powerful  bureaucracy  moved  de- 
cisively into  action.  In  Germany 
everybody  stayed  at  work  and  let 
business  carry  the  ball. 

To  pay  for  an  oil  bill  that  went  al- 
most overnight  from  $6.8  billion  to 
$13  billion,  more  exports  were  needed. 
But  how  could  Germany  count  on  more 
exports  when  its  industrial  customers 
were  suffering  similar  shocking  oil 
bills  and  runaway  inflation  to  boot? 

For   one   thing,    thanks   largely   to 


cooperation  from  the  unions,  Germany 
controlled  its  inflation— kept  it  under 
8%,  while  its  competition  ran  in  dou- 
ble figures;  Germany  is  now  under 
6%,  while  many  of  its  competitors  are 
still  in  double  figures.  Inflation  con- 
trol amounts  to  a  central  passion  in 
German  life,  of  course.  The  Germans 
have  seen  their  currency  wrecked 
twice  in  this  century,  in  the  1920s 
and  again  following  World  War  II. 
Vice  president  of  the  German  cen- 
tral bank  Otmar  Emminger,  64,  and 
others  of  his  generation  remember 
"having  to  carry  our  school  fees  to 
the  teacher  every  week  because  the 
money  was  depreciating  so  fast."  With 
memories  like  that,  one  needn't 
preach  the  virtue  of  stable  money  to 
the  Germans. 

The  other  strength  was  the  in- 
genuity of  Germany's  banks,  which 
are  not  only  the  principal  lenders  to 
German  industry  but  the  equity  un- 
derwriters, too.  The  banks,  reports 
Wilhelm  Christians  of  Deutsche  Bank, 
the  nation's  largest,  "had  to  find  a 
formula."  They  found  one  in  eight-to- 
ten-year  credits  made  available  to 
purchasers  of  German  goods.  Last 
year  these  credits  amounted  to  $8  bil- 
lion, or  one-third  of  Germany's  $24- 
billion  trade  surplus,  up  from  $17  bil- 
lion in  pre-crisis  1973. 

Of  course,  with  Germany's  huge  re- 
serves the  outflow  of  those  credits 
didn't  bother  the  balance  of  pay- 
ments. But  their  long  terms— eight  to 
ten  years— bothered  conservative  Ger- 
man bankers.  So,  ever  ingenious,  they 
issued  special  promissory  notes— long- 
term  debt  obligations  for  periods  of 
eight  to  ten  years,  similar  to  the  over- 
seas credits.  These  paid  8%  to  9%  in- 
terest, considerably  more  than  the  4% 
to  5%  that  the  German  banks  usually 
pay  for  savings  accounts.  Thrifty  Ger- 
mans—who are  right  now  saving  an 
incredible  16%  of  their  disposable 
income— gobbled  them  up.  So  did 
Swiss  and  French  and  other  foreign- 
ers, greedy  for  deutsche  mark  in- 
vestments; thus  did  the  Germans 
cleverly  get  foreigners  to  help  finance 
German  exports. 

Even  in  the  OPEC  oil  states,  which 
needed  no  special  financing,  compare 
the  German  reaction  to  the  oil  crisis 
to  the  French  reaction.  Siemens' 
Klaus  Mueller-Zimmermann  says: 
"The  French  and  other  governments 
have  been— I  wouldn't  say  efficient— 
but  busy  in  trying  to  be  salesmen  for 
their  national  industries  in  the  OPEC 
nations.  The  French  make  'framework' 
agreements.  But  when  French  compa- 
nies  have  to  fill  the  framework  it  is 
another  matter."  The  French  offered 
sweeping  bilateral  trade  deals.  The 
Germans  offered  specific  goods  for 
specific  delivery  dates. 
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NET  INCOME  PER  SHARE  FULLY  DILUTED 

IN  THE  FORTUNE  "500" 

Fortune  Magazine  ranked  The 
Williams  Companies  Number 
One  in  total  return  to  investors 
for  the  1964-74  decade.  For 
1974,  Fortune  ranked  Williams 
#120  in  assets  ($1 .3  billion)  and 
#205  in  sales  ($993  million). 

EARNINGS 

The  Williams  Companies  has 
reported  increased  earnings  for 
11  consecutive  years.  In  1974, 
our  annual  net  income  of  $96 
million  was  up  97%  from  1973. 
For  the  first  quarter  of  1975, 
earnings  per  share  were  up 
117%  from  1974.  The  future? 
The  Williams  Companies  ex- 
pects its  1975  earnings  will  be 
up  substantially.  And  resource- 
ful Williams  (WMB-NYSE)  pro- 
jects continuing  growth. 

FERTILIZER 

Agrico  Chemical  Company,  one 
of  the  world's  largest  fertilizer 
companies,  is  completing  a 
$300  million  expansion  pro- 
gram to  help  alleviate  the 
world's  fertilizer  shortage. 

ENERGY 

Williams  International  Group, 
active  in  10  nations,  has  the 
greatest  backlog  of  pipeline 
construction  contracts  in  its  his- 
tory. Our  8,300  mile  pipeline  sys- 
tem is  one  of  the  world's  longest, 
and  our  LP-gas  company  is  a 
prime  marketer  in  25  states. 

WANT  TO  KNOW  MORE? 

Write  Corporate  Comnmnica- 
tions,  The  Williams  Companies. 


.us: 
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320  South  Boston.  Tulsa.  Oklahoma  74103 

Major  subsidiaries  ■  Agrico  Chemical  Company  ■  Williams  Energy  Company 
Williams  Pipe  Line  Company  ■  Williams  International  Group  ■  Edgcomb  Steel  Company 
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IT  COULD  KEEP  YOU  IN  THE  STYLE 
YOU'RE  ACCUSTOMED  TO.  FOR  LESS. 


If  you've  been  buying 
expensive  cars,  automo- 
biles with  a  reputation  for 
luxury  and  a  price  tag  to 
match,  take  a  look  at 
Chevrolet's  Caprice 


Classic.  It  could  be  exactly 
the  right  car  for  you  right 
now  when  it  makes  so 
much  sense  to  be  sensible. 

Caprice  offers  those 
elegant  touches  you're 


Caprice  Classic  Landau  Coupe 


used  to.  It  offers  all  the 
luxuriousness  any  sensible 
person  could  ask  for.  The 
special  combination  of 
steel-belted  radial  ply  tires, 
radial-tuned  suspension 
and  Quiet  Sound  insula- 
tion contributes  the  kind 
of  riding  comfort  you'd 
expect  in  more  expensive 
cars.  And  features  like 
abundant  trunk  space, 
power  steering  and  power 
front  disc  brakes  come 
standard  on  Caprice. 

And  now,  for  those 
who  want  the  latest  in 
Chevrolet  elegance— the 
Caprice  Classic  Landau. 
It  features  a  padded 
one-half  roof  cover  in  a 
beautifully  textured  elk- 
grain  vinyl.  When  you 
order  the  Landau  model, 
you  also  get  special  pin 
striping  and  body-colored 
wheel  covers  with  a 


Landau  name,  dual  sport 
mirrors  (left-hand  remote 
operated),  front  and  rear 
bumper  impact  strips,  and 
the  Landau  name  in 
tasteful  script  on  the  rear 
quarter  window.  The 
total  look  is  that  of  a  truly 
superb  automobile. 

Caprice  Classic.  It's 
the  uppermost  Chevrolet. 
See  it  at  your  Chevrolet 
dealer's.  We  think  you'll 
decide  it  just  doesn't  make 
sense  to  go  any  higher. 

Now  that 
makes  sense 

CHI  VROI  1  I 

M  MSI    FOR   AMI  KU    \ 


Chevrolet 


This  newest  German  atomic  power  plant,  at  Lingen/ 
Ems  in  Lower  Saxony,  helped  pave  the  way  for  Ger- 
many's recent  nuclear  deal  with  Brazil— to  the 
tune  of  loudly  expressed  U.S.  disapproval. 


Throughout  this  recession,  Ger- 
many's Social  Democratic  government 
has  acted  every  inch  the  free-enter- 
priser. There  was  no  question  of  sav- 
ing weak  enterprises  in  order  to  sal- 
vage jobs,  as  is  being  done  in  Britain, 
France,  Italy— and  even  in  the  U.S. 
The  German  reaction  was:  Let's  not 
penalize  efficiency  by  subsidizing  in- 
efficiency. The  Herstatt  Bank  was  al- 
lowed to  go  under.  Even  Volkswagen 
has  been  left  to  its  own  devices. 

Volkswagen  in  most  European 
countries  would  have  been  treated  as 
a  casualty  of  the  recession.  In  Ger- 
many it  is  being  treated  as  a  victim  of 
its  own  inadequate  management.  This 
in  spite  of  the  fact  that  it  is  a  big  ex- 
porter and  a  kind  of  monument  to  so- 
cialism, what  with  the  federal  govern- 
ment and  the  state  of  Lower  Saxony, 
in  which  its  plants  are  located,  own- 
ing 40%  of  its  stock,  and  its  wages 
once  running  20%  and  more  above 
those  of  competing  firms  in  Germany- 

Left  to  its  own  devices,  VW  is  pain- 
fully paring  its  labor  force  from 
160,000  to  115,000.  VW's  major  mis- 
take was  in  failing  to  realize  that  the 
25-cent  DM  could  not  last;  its  Beetie 
was  fast  selling  and  profitable  so  long 
as  the  cheap  DM  made  it  a  $2,000 
car  in  the  U.S.  When  the  D-mark 
appreciated,  the  VW  soared  to 
$3,000  and,  even  at  that  price,  was 
no  longer  profitable  for  VW.  An  old 
design,  now  clumsily  loaded  with  anti- 
pollution and  safety  gear  it  was  never 
designed  to  carry,  put  together  by  la- 
bor now  receiving  close  to  U.S.  rates, 
the  Beetle  is  no  longer  a  bargain. 

Right  now  VW  continues  to  ex- 
port the  Beede  chiefly  to  hold 
a  market  and  maintain  jobs,  hoping 
that  the  newer,  more  modern  (and 
more  expensive)  Rabbit  will  gradually 
take  its  place  in  the  U.S.  market. 
Says  Kurt  Biedenkopf  of  the  CDU, 
a  former  businessman  himself:  "VW 
is  a  typical  company  which  hid  be- 
hind the  protection  of  an  underval- 
ued currency  and  the  protection  of 


a  product  that  was,  for  a  time  only, 
unique.  It  has  priced  itself  out  of  the 
market  and  must  face  tremen- 
dous structural  questions." 

Discussing  the  changes  that  lie 
ahead  for  Germany,  nearly  all  of  the 
authorities  agree  that  the  future  be- 
longs to  manufacturers  of  sophisti- 
cated equipment  like  Siemens  rather 
than  to  companies  like  Volkswagen, 
which  brought  Germany  through  the 
Sixties  in  such  good  shape.  For  one 
thing,  the  German  economy  cannot 
grow  very  fast  from  here  on.  It  lacks 
the  labor  force  and  has  no  desire  to 
expand  the  number  of  guest  workers. 
In  place  of  expansion,  therefore,  the 
goal  is  going  to  be  to  produce  at  home 
goods  with  a  higher  and  higher  tech- 
nological content;  to  become,  in 
Chancellor  Helmut  Schmidt's  words, 
an  "exporter  of  patents,  process  tech- 
nology and  blueprints." 

Division  Of  Labor 

An  example  is  the  much  discussed 
nuclear  deal  between  Germany  and 
Brazil.  Siemens'  50%-owned  Kraftwerk 
Union  subsidiary  is  supplying  eight 
nuclear  reactors  over  the  next  15  years 
in  that  deal,  but  Siemens  is  not  using 
high-cost  German  labor  to  bend  the 
metal  for  those  power  plants.  "Our 
local  company  in  Brazil  will  handle 
the  heavy  manufacturing,"  says  Muel- 
ler-Zimmermann,  "but  we'll  build  the 
reactors  here." 

And  the  labor  unions?  Won't  they 
put   a   crimp   in   this    grand   design? 


Not  if  they  are  allowed  to  "influence" 
the  decisions  about  investment  and 
employment  in  Germany.  Is  that 
ominous?  Elsewhere  it  could  be,  but 
in  Germany  that's  co-determination. 

Listen  for  a  moment  to  Ernst  Wolf 
Mommsen,  65,  a  steel  executive  most 
of  his  life  and  more  recently  the  man 
who  straightened  out  the  Krupp  em- 
pire. Discussing  co-determination 
with  Forbes,  Mommsen  said:  "In 
Italy,  if  you  have  co-determination 
you  have  Communists  sitting  on  the 
boards.  But  in  Germany  we  have  co- 
operation between  unions  and  capi- 
talists. Our  labor  organization  is  not 
like  those  of  Great  Britain  or  Italy. 

"For  me,  co-determination  is  not  a 
philosophical  question.  Big  compa- 
nies can  work  easily  under  it." 

An  American,  listening  to  Germans 
voice  their  worries  over  co-determina- 
tion, is  reminded  s  bit  of  businessmen 
in  the  U.S.  No  matter  how  much  a 
Democratic  administration  may  do  for 
business,  most  businessmen  feel  more 
comfortable   under   the   Repubhcaas. 
And  so  it  is  with  Germans.  Theyfepga} 
not  been  entirely   comfortable  sinee-^ 
the  Social  Democrats  won  power  UfaX'    \ 
1969.  It's  not  so  much  what  the  So*'     £g 
cial   Democrats   have   done   as  what      Jjt' 
they  might  do,  and  co-determination 
stands  for  what  they  might  do.  But 
while  change  is  coming  to  Germany, 
says  economist  Molitor,  "The  entre- 
preneur is  a  very  important  person  in 
this  society."  And  that  is  the  secret 
of  how  Germany  does  it.  ■ 
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the  steel  stocks. 

The  list 

is  studded 

example,  a  third-rate  congl 

omerate 

their   averages   for   the 

preceding 

with  them.  During  the  Sixties,  most 

run 

by  a  flamboyant  character  who 

five  years. 

of  the  industry 

had  dismal  earn- 

bought  a  second-rate  steel 

compa- 

Should   you   rush   out   and   buy 

ings. 

The  market  isn't  yet 

convinced 

ny 

and  got  caught  up  in  the  steel 

them? 

that 

the  recent 

improvement  will 

boom.  Quite  sens 

:ibly,  the 

market 

Not  on  that  information  alone. 

last. 

If  the  stock  market 

is  wrong, 

puts  an  extremely  low  (1.5)  multi- 

A low  price/ earnings  ratio  can  be 

some    may    well    turn    out    to    be 

ple 

on  NVF's  leveraged  earnings.  ■ 

Interim 

5-Year 

5-Year 

Price/ 

Latest 

Earnings 

Average   Average 

Current 

Earnings 

Recent 

12  Month 

Change 

Earnings 

P/E 

1970-75 

Indicated 

Current 

Company 

Ratio 

Price 

E/P/S 

75  vs.  74 

Per  Share 

Rat 

io 

Price  Range 

Dividend 

Yield 

Allegheny  Ludlum  Ind 
/^fffefcmated  Sugar 

3.0 

247/s 

$  8.17 

1.1% 

$3.11 

11 

393/a-16 

$1.80 

7.2% 

2.5 

361A 

14.79 

170.3 

4.35 

8 

467/a-20V2 

3.00 

8.3 

Amfac 

3.4 

163/4 

4.89 

3.7 

2.61 

12 

393A-10V4 

1.00 

6.0 

Amstar 

2.0 

281A 

14.24 

178.3 

4.59 

7 

45     -21  Ve 

2.40 

8.5 

Athlone  Industries 

3.0 

8% 

2.83 

73.2 

1.08 

9 

10V4-  3Vs 

0.40 

4.8 

Basic  Inc 

3.2 

10 

3.16 

266.7 

0.85 

13 

15%-    57/8 

0.60 

6.0 

Belco  Petroleum 

3.3 

191/4 

5.92 

19.8 

2.46 

9 

30%-  85/a 

0.60 

3.1 

Brown  Co 

2.5 

105/8 

4.25 

—20.0 

1.63 

13 

16%-  3 

none 

— 

Carpenter  Technology 

3.9 

20% 

5.38 

46.3 

2.52 

12 

32%-151/4 

1.60 

7.7 

Charter  Co 

3.4 

283/4 

8.42 

—66.6 

4.21 

12 

53V2-  5 

0.40 

1.4 

Colt  Industries 

2.6 

303A 

11.70 

48.7 

3.76 

10 

357/8-121/2 

2.00 

6.5 

Copperweld  Corp 

3.5 

263/a 

7.47 

61.5 

4.07 

6 

32% -10 

1.80 

6.8 

Crane 

3.9 

49 

12.39 

113.9 

4.05 

8 

52% -12% 

1.60 

3.3 

Cyclops 

2.4 

183/4 

7.81 

—92.6 

3.60 

19 

38     -14V4 

1.40 

7.5 

First  Mississippi  Corp 

2.9 

15% 

5.14 

175.5 

0.63 

15 

23V2-       3/4 

0.36 

2.4 

Florida  Steel 

3.2 

233/a 

7.32 

4.5 

4.11 

7 

447/a-153/4 

1.50 

6.4 

General  Refractories 

3.3 

91/4 

2.84 

242.9 

0.93 

12 

143/e-  33A 

0.40 

4.3 

Graniteville 

3.8 

203A 

5.51 

—63.5 

3.08 

7 

271/2-107/8 

1.50 

7.2 

Great  Western  United 

0.9 

22% 

24.92 

6,755.9 

0.54 

12 

39%-    11/2 

None 

— 

Hammermill  Paper 

3.4 

15% 

4.57 

—59.8 

2.06 

19 

271/4-10% 

1.20 

7.7 

Holly  Sugar 

1.5 

283/» 

19.17 

— 

1.13 

13 

39     -10% 

3.00 

10.4 

Interlake 

2.8 

32 

11.29 

67.2 

4.72 

7 

35     -195/8 

2.00 

6.3 

EM  Jorgensen 

3.2 

261/2 

8.22 

7.5 

3.91 

7 

31     -14% 

1.50 

5.7 

Kane-Miller 

3.5 

15% 

4.30 

1.1 

2.57 

8 

253/a-  7% 

0.24 

1.6 

Keystone  Consol  Ind 

2.2 

163/a 

7.36 

34.3 

2.59 

8 

303/4-113A 

1.00 

6.1 

Leesona  Corp 

3.6 

12V4 

3.44 

—8.2 

1.55 

10 

21%-  51A 

0.60 

4.9 

LTV  Corp 

1.7 

141/4 

8.62 

51.3 

—0.75 

8 

29%-  7% 

None 

— 

Lykes-Youngstown 

1.1 

15 

14.01 

414.6 

2.74 

10 

18%-  4 

1.00 

6.7 

Massey-Ferguson 

3.6 

15% 

4.25 

37.9 

1.63 

10 

27%-  8 

1.00 

6.5 

Mead  Corp 

3.5 

151/4 

4.38 

—69.3 

2.05 

14 

23% -11 

1.20 

7.9 

National  Industries 

3.2 

61/8 

1.91 

188.8 

0.67 

11 

9%-  21/2 

0.25 

4.1 

Natomas 

3.6 

323/a 

8.89 

—37.9 

2.31 

31 

61%-  7% 

1.20 

3.7 

Norlin 

3.3 

133/4 

4.11 

—52.9 

3.31 

6 

27%-  8% 

1.25 

9.1 

Nucor 

3.7 

17 

4.58 

—23.7 

2.43 

10 

24%-  81/2 

0.28 

1.6 

NVF 

1.5 

10% 

7.15 

41.9 

5.47 

3 

11%-  1% 

Stock 

— 

Oak  Industries 

3.9 

73/4 

1.94 

—90.5 

1.36 

9 

213/»-  5 

0.40 

5.2 

Occidental  Petroleum 

3.7 

18S/8 

5.02 

28.9 

1.47 

7 

26%-  7% 

1.00 

5.4 

Ogden  Corp 

3.9 

19Vs 

4.94 

60.9 

2.23 

9 

20%-  6% 

1.00 

5.2 

OKC  Corp 

3.9 

113/4 

3.03 

—35.8 

1.65 

10 

21     -  53A 

0.80 

6.8 

Reichhold  Chemicals 

3.6 

127a 

3.60 

2.1 

1.49 

12 

17%-  61/2 

0.60 

4.7 

Republic  Steel 

2.9 

323/a 

11.30 

56.4 

4.15 

8 

37%-173A 

1.60 

4.9 

Reynolds  Metals 

3.9 

23% 

5.98 

—29.1 

2.23 

8 

37     -12 

1.00 

4.2 

SCM 

3.8 

123/4 

3.34 

15.5 

1.53 

16 

243A-  8% 

0.50 

3.9 

Seaboard  Coast  Line  Ind 

3.9 

22% 

5.82 

—67.4 

5.04 

8 

663/4-193A 

1.40 

6.1 

Southdown 

2.5 

8V2 

3.43 

61.1 

2.41 

7 

24%-  6% 

None 

— 

Stone  Container 

2.8 

11  5/8 

4.14 

—  7.7 

1.68 

11 

13%-  7% 

0.60 

5.2 

Tesoro  Petroleum 

3.9 

19s/a 

5.02 

—21.0 

2.13 

12 

29     -  63A 

0.40 

2.0 

Triangle  Industries 

3.4 

13 

3.86 

—27.4 

1.92 

11 

223A-  9V4 

0.90 

6.9 

Unarco  Industries 

2.9 

9% 

3.35 

3.3 

1.57 

7 

13%-    43/4 

0.50 

5.2 

Wheeling  Pitts  Steel 

1.1 

233/a 

20.81 

124.4 

5.41 

16 

31%-  93A 

1.40 

6.0 
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x> Who  should  know  more  about  a 
bank's  stock  than  all  the  other  banks? 
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40%  of  First  Pennsylvania 

Corporation  Stock  is  held  by  the  trust 

departments  of  more  than  800  banks. 


'■:■■'■■■ 


u%^-& 


H 


FIRST  PENNSYLVANIA  CORPORATION 


"To  protect  your  insurance 
against  inflation,  give  it 
ayearly  checkup!' 


Inflation  has  raised  the  price  of  just  about 
everything.  So  if  your  insurance  was  written  to  cover 
you  at  yesterday's  prices,  you  may  not  have  enough 
insurance  to  cover  you  today 

That's  why  it's  extremely  important  for  you 
to  make  sure  your  personal  or  commercial  property 
and  casualty  insurance  keeps  up  with  inflation. 
No  matter  which  company  provides  your  insurance,, 
ours  or  anybody  else's,  you  should  have  your  coverage 
checked  annually  by  a  professional. 

Independent  insurance  agents  and  brokers 
are  professionals  who  are  especially  qualified  to  advise 
you,  because  all  of  them  are  local  business  people 
who  understand  local  business  problems. 

So  speak  to  an  independent  agent  in 


Roy  B.  Erwin,  Independent  Insurance  Agent 
John  Burnham  &  Company 
San  Diego,  California 

your  community  and  make  sure  you  have  the 
insurance  you  need  to  keep  yourself  fully  protected. 
It  may  cost  you  a  little  more  now,  but  it  could  save 
you  a  lot  more  later. 

INDUSTRIAL  INDEMNITY 

one  of  the 

CRUM,\  F0RSTER 
INSURANCE  COMPANIES 

THE  POLICY  MAKERS. 


The  Money  Men 


An  Auto  Boom  In  '76? 


Auto  Analyst 
David  Healy 


David  Healy  isn't  always  right,  but 
he  has  been  right  often  enough  to  be 
well  worth  listening  to.  As  the  auto 
analyst  for  research-oriented  Drexel 
Burnham  &  Co.,  he  has  to  call 
the  turns  in  the  auto  industry,  and 
right  now  he  is  sticking  his  neck  way 
out  by  predicting  that  1976  will  be 
a  terrific  year  for  the  auto  business. 

"I  am  forecasting  U.S.  auto  sales 
for  next  year  of  10.5  million  to  11 
million  units,"  he  says.  "Yes,  I  know 
my  forecast  sticks  out  like  a  sore 
thumb  when  compared  with  the  con- 
sensus forecasts  of  9.5  million  units." 

Stick  out  it  does.  Even  at  Healy 's 
lower  estimate,  the  industry  would  be 
running  nearly  25%  ahead  of  1975's 
anticipated  dismal  8.5  million  units. 
That's  a  lot  of  automobiles.  Healy 
doesn't  have  much  company  in  his 
optimism.  Walter  Kirchberger— Paine, 
Webber,  Jackson  &  Curtis'  respected 
auto  analyst— is  looking  for  just  9.4 
million  autos  next  year,  some  10% 
more  than  in  1975.  Another  leading 
analyst,  Michael  Ward  of  Alliance 
One,  has  a  highly  tentative  estimate 
of  9.2  million  for  1976.  Ward  agrees 
there  will  be  a  pickup,  but  not  until 
the  latter  part  of  the  year. 

The  Bluebird 

What  makes  Healy  so  optimistic? 
Hasn't  he  heard  about  the  energy 
crisis?  Yes,  he  has,  and  he  knows  all 
the  other  pessimistic  arguments,  but 
he  has  a  slighdy  different  way  of  look- 
ing at  things.  He  regards  the  auto 
industry  as  being  naturally  cyclical. 
The  current  down  cycle  has  been  es- 
pecially rough,  he  would  say,  because 
everything  went  wrong  at  once: 
prices;  government-mandated  safety 
and  pollution  controls;  the  oil  situa- 
tion; the  recession.  But  still  it  is  only  a 
cycle,  and  will  end  in  a  sharp  upturn. 

"I  just  don't  agree,"  he  says,  "that 
we  have -entered  a  new  ball  game 
with  regard  to  autos  or  that  the  con- 
sumer has  entirely  ended  his  love  af- 
fair with  them.  Beal  disposable  in- 
come started  to  turn  up  again  in  May 
and  June,  and  it  is  likely  to  in- 
crease steadily  through  the  remainder 
of  the  year  and  into  1976.  On  top  of 
this,  I  expect  the  savings  rate  to  come 
down  from*  the  current  peak  of  9.8% 
to  around  7.7%  at  the  end  of  1975. 
The  91%  of  Americans  who  are  still 
working  will  begin  to  feel  more  secure 
in  their  jobs.  They  will  start  spending 
more  easily  again,  eventually  for  big- 
ticket  items  like  new  cars." 


Healy  reminds  us  there  is  tremen- 
dous volume  leverage  in  the  busi- 
ness. "In  GM's  case,  for  each  addi- 
tional unit  it  now  produces,  it  brings 
around  $1,600  to  pretax  net;  for  Ford 
about  $1,300."  If  General  Motors  can 
swing  even  an  extra  half  million  cars, 
its  pretax  net  goes  up  $800  million. 

True,  he  says,  the  break-even  point 
went  way  up  in  1973  and  1974,  be- 
cause costs  were  rising  so  much  faster 
than  prices.  But  now  it  has  come 
down  again,  what  with  prices  up  and 
overhead  sharply  reduced.  Healy  says 
that  the  industry  has  laid  off  nearly 
45,000  white-collar  workers,  reducing 
overhead  by  nearly  $800  million. 

Sure,  the  trend  to  smaller  cars  will 
continue,  and  this  may  mean  less 
profit  per  car,  but  there  are  offset- 
ting factors,  Healy  thinks.  For  exam- 
ple, he  expects  GM  to  drop  its  car 
weight  by  at  least  600  pounds  on 
average  in  the  next  two  years,  which 
will  mean  materials  cost  savings  of 
anywhere  from  $200  to  $300  per  car. 

But  before  you  rush  out  and  buy 
just  any  auto  stock,  listen  to  Healy's 
caution:  "The  only  stock  in  the  auto 
industry  that  is  of  institutional  quality 
now  is  General  Motors.  Ford  is  in  a 
more  speculative  category.  Ford  lacks 
General  Motors'  financial  strength." 
Healy  has  a  point.  At  the  year's  end 
GM  had  $5.5  billion  in  working  capi- 
tal; Ford  had  only  $1.5  billion.  "Ford 
will  have  trouble  keeping  up  with 
,  GM  for  at  least  the  next  few  years," 
he  goes  on.  "This  ought  to  give  GM 
the  chance  to  increase  its  share  of 
market  by  several  percentage  points. 
GM  is  the  only  car  company  able  to 
afford  a  complete  redesign  of  its  lines 
on  a  relatively  fast  timetable." 

He  points  to  General  Motors'  new 
Chevette,  due  this  autumn,  which 
should  get  more  miles  to  the  gallon 
and  yet  sell  in  a  lower  price  range 
than  Volkswagen's  Rabbit. 

Healy  looks  for  GM  to  earn  only 
$3.10  this  year,  but  predicts  "close 
to"  $6.75  next  year  in  spite  of  all  the 
retooling  and  redesigning.  That's  still 
below  the  $8.34  of  1973,  but  it  com- 
pares well  with  the  best  years  of  the 
Sixties.  Moreover,  Healy  looks  for  a 
"banner  year"  in  1977  for  GM- 
meaning  earnings  close  to  the  1973 
level. 

What  about  the  competition?  Ford, 
he  thinks,  will  barely  break  even  this 
year,  but  next  year  will  earn  around 
$5.75.  Chrysler  will  be  in  the  red 
this  year,  he  says,  and  in  the  black  in 


1976  to  the  extent  of  maybe  $3.50  a 
share.  American  Motors?  It  will  do 
well  to  earn  90  cents  next  year.  Prin- 
cipally an  assembler,  AMC  felt  those 
cost  increases  more  acutely. 

It's  interesting  that  Healy  picks 
GM  as  his  favorite  stock— and  why  he 
picks  it.  Time  was  when  an  analyst 
would  pick  the  most  heavily  leveraged 
companies  as  the  best  bets  when  they 
predicted  a  turnaround.  But  not  now. 
Capital,  assets,  count  for  more  today, 
and  GM's  middle  name  is  money. 

Healy,  a  self-assured,  38-year-old 
finance  major  from  UCLA,  has  been 
an  auto  analyst  for  nearly  15  years. 
He  scored  a  coup  in  August  1971 
when  most  analysts  were  looking  for 
fewer  than  10  million  cars  and  he  said 
11  million-plus,  and  the  year  came  in 
at  10.8  million.  He  turned  bearish  on 
most  auto  stocks  in  February  1973, 
which  was  great  timing  because  GM 
and  Ford  were  in  the  early  stages  of 
the  drop  that  took  their  stock  prices 
from  the  80s  to  below  30  and  Chrys- 
ler from  44  to  7.  Trouble  was,  he 
turned  bullish  again  in  November  and 
got  his  followers  back  in  well  before 
the  decline  was  over.  ("The  inflation 
and  the  recession  both  turned  out  to 
be  worse  than  I  expected.") 

As  we  said,  that's  not  a  perfect 
record,  but  it  is  certainly  one  worthy 
of  respect. 

Anyhow,  there  sits  Dave  Healy, 
firmly  perched  out  on  the  end  of  his 
limb.  We'll  be  back  to  see  him  in 
about  six  months  to  see  whether  the 
limb  broke  or  not.   ■ 
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Here's  our 
new  name 


ASA*CO  incorp 


orated 


fmi-M 

Hi 


-* 


1 1 1  ■ 


■ 


Our  old  name— American  Smelting  and  Refining  Company— no 
longer  reflected  the  Company's  complete  range  of  products  and 
services,  nor  the  important  international  segment  of  our  opera- 
tions. We're  much  more  than  a  smelting  and  refining  company, 
and  we  have  substantial  investments  outside  the  United  States, 
principally  in  Australia,  Peru,  and  Mexico. 

A  truly  descriptive  name  would  be  a  mouthful.  Try  saying: 
International  Mining,  Smelting,  Refining,  Copper,  Zinc,  Lead, 
Silver,  Gold,  Cadmium,  Bismuth,  Solders,  Casting  Alloys,  Coal, 
Asbestos,  Plating  Chemicals,  High  Purity  Metals,  etcetera  Com- 
pany, Incorporated. 

So  we've  made  it  easy  on  you  and  ourselves.  Please  call  us 
Asarco  from  now  on.  Headquarters  are  located  at  120  Broadway, 
New  York,  N.Y.  10005. 
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Smelly 
Spending 

The  U.S.' $1 -billion 
annual  maritime  subsidy 
makes  lots  of  friends 
but  little  sense. 

Partly  as  a  result  of  a  new  150-page 
report  written  by  the  Brookings  Insti- 
tution's Gerald  Jantscher,  Congress  is 
taking  a  long-overdue  second  look  at 
one  of  the  nation's  most  subsidized 
businesses— the  $4-billion  ( revenues ) 
maritime  industry. 

According  to  Jantscher,  a  36-year- 
old  public  finance  specialist  and 
eight-year  Brookings  veteran,  the 
Federal  Government  has  invested  as 
much  money  in  new  merchant  ships 
since  World  War  II  as  have  the 
ships'  buyers,  some  $2  billion  each. 
Total  federal  maritime  support,  in- 
cluding operating  subsidies,  is  well 
above  $10  billion  for  the  same  period. 

Operating  subsidies,  which  amount 
to  67  cents  of  every  wage  dollar  paid 
on  eligible  cargo  carriers,  have  cost 
taxpayers  $2.5  billion  since  1962. 
Construction  subsidies  for  the  Seven- 
ties are  due  to  top  $3  billion.  Is  all 
this  spending  really  necessary?  No, 
says  Jantscher. 

Good  Questions 

The  federal  maritime  laws,  which 
date  back  to  1936,  are  a  hodgepodge 
of  tax  subsidies,  cargo  preference 
rules  and  direct  grants.  "The  econom- 
ic goals,"  says  Jantscher,  an  econo- 
mist by  training,  "aren't  worth  pur- 
suing and  the  military  ones  are  not 
being  achieved. 

"Why,"  he  asks,  "build  large  tank- 
ers that  nobody  wants?  We  can  buy 
them  in  the  world  market  for  20  cents 
on  the  dollar."  He  adds,  "The  mili- 
tary wants  little  ships.  Instead,  we're 
building  a  few  big  tankers,  some  of 
which  are  so  big  they  can't  even  call 
at  any  American  ports." 

But  doesn't  the  maritime  subsidy 
help  our  balance  of  payments?  Not  as 
much  as  an  equal  subsidy  to  other  in- 
dustries would,  says  Jantscher:  "That's 
an  old  argument  that  is  trotted  out  to 
justify  programs  that  can't  stand  on 
their  own  merits." 

So,  what  is*  Congress  waiting  for? 
Isn't  it  about  time  to  stop  these  raids 
on  the  Treasury?  Alas,  says  Jantscher, 
don't  hold  your  breath.  "The  pro- 
gram's present  design  serves  commer- 
ial  and  labor  interests.  There's 
lots  of  pressure  there."  He  adds,  a 
bit  angrily,  "It's  kind  of  a  smelly 
program."  ■ 
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is  a  world  university 

Your  help  will  permit  HOPE 
to  take  its  teaching  methods, 
its  ideas,  to  PROJECT 
other  countries. 
Give  to: 


Dept.  A,  Washington,  D.  C.  20007 


As  long  as  Firestone 
keeps  thinking  about  people, 

« 

people  will 
keep  thinking  about  Firestone 


Our  Foam  Products  Company  has 
been  helping  America  find  a  soft 
place  to  sit  down  since  the  1930s. 


The  resin  for 
handsome  vinyl 
covering  is 
just  one  way 
Firestone 
Plastics 
Company 
can  bring 
beauty  into 
your  home. 


Even  the  youngest  generation 

isn't  far  from  our  thoughts. 

The  GM  Infant  Love  Seat, 

for  the  car,  comes  from  our 

Hamill  Manufacturing 

Company  Division. 


We're  also 
helping  put  a  little 
extra  spring  in  your 
step,  with  rubber  or  vinyl  latex 
foam  carpet  backing,  and  with  urethane 
foam  carpet  underlay  from  Firestone. 


For  a  copy  of  our  annual  report,  write  to  Firestone,  Dept.  A,  1200  Firestone  Parkway,  Akron,  Ohio  44317. 


Where  Are  The  Gold  Bugs9  Yachts? 


Edmond  Safra's  100-footer  rides  in  the  harbor  at  Cannes. 

But  then  he  makes  his  money  trading  in  gold,  not  investing  in  it. 


Downstairs  in  the  lobby  of  Repub- 
lic National  Bank  of  New  York,  amid 
the  posters  offering  gold  coins,  the 
housewives  and  old  men  are  lined  up 
to  receive  their  prizes— a  25-inch  col- 
or TV  set,  if  they've  been  able  to  talk 
a  "friend"  into  depositing  $20,000 
with  Republic  for  three  years  at  6.5%, 
a  digital  watch  if  the  deposit  is  only 
$5,000.  Upstairs  on  the  eighth  floor  of 
what  used  to  be  the  Knox  Hat  Co. 
offices  and  store,  Edmond  J.  Safra 
spends  much  of  his  time  on  the  tele- 
phone, as  often  as  not  dialing  direct- 
ly through  to  Europe. 

Can't  Safra  afford  a  secretary  to  do 
that?  Sure  he  can.  At  43,  the  ele- 
gant, hyperactive  multimillionaire  runs 
a  worldwide  banking  network  with 
assets  of  more  than  $2  billion.  His 
Trade  Development  Bank  in  Geneva, 
Switzerland  is  the  largest  foreign- 
owned  independent  bank  there.  In 
Brazil,  six  related  banks  and  finance 
companies  run  by  Safra's  younger 
brothers  have  assets  of  more  than  $700 
million.  In  the  U.S.,  his  Republic  Na- 
tional (assets:  $1.2  billion)  is  only  No. 
100,  but  it  has  been  growing  fast. 
So  why  does  he  do  his  own  dialing? 
Because  it  is  characteristic  of  the  man 
and  his  methods:  The  fewer  people 
who  know  what  you  are  doing,  the 
better.  Discretion  is  the  name  of  the 
game  for  Safra. 

Republic  is  an  unusual  bank.  Its 
gifts  to  time  depositors  are  the  most 
lavish  in  the  city.  The  chairman  of 
its  holding  company,  New  York  labor 
lawyer  Theodore  W.  Kheel,  earns  his 
$35,000  annual  salary  by  spending  a 
part  of  one  day  a  month  at  the  bank. 
Safra,  who  owns  or  controls  60%  of 
the  stock,  is  listed  only  as  "honorary 
chairman"  but  the  title  fools  nobody. 

Primarily  an  international  bank,  Re- 
public makes  few  business  loans  in 


the  ordinary  sense.  Its  basic  purpose 
seems  to  be  to  garner  money  for  Safra 
to  use  in  his  gold-trading  and  han- 
dling activities.  It  arbitrages  gold- 
buying  in  London,  selling  in  New  York, 
for  example— and  is  a  gold  warehouse 
for  the  New  York  Commodity  Ex- 
change. It  claims  to  be  the  U.S.'  big- 
gest dealer  in  gold  coins  and  bul- 
lion, a  business  most  New  York  banks 
won't  touch.  Republic  handled  40%  of 
the  gold  wholesaled  in  the  country 
last  year.  Its  portfolio  of  loans  to  im- 
porters, foreign  governments  and 
banks  is  far  different  from  U.S.  banks 
of  comparable  size,  say,  the  Continen- 
tal Bank  of  Norristown,  Pa.,  which  is 
heavy  in  commercial  and  consumer 
installment  loans. 

Caravan  Movers 

Some  people  call  Safra  "an  interna- 
tional mystery  man."  As  a  Lebanese 
with  Brazilian  citizenship  who  calls 
Geneva  home,  he  is  certainly  interna- 
tional. But  there  isn't  a  great  deal 
of  mystery  about  him.  "He  is  as  much 
at  home  in  Rio  as  in  London  or  Bei- 
rut," says  his  associate  Ted  Kheel. 
Edmond  Safra  is  the  current  leader 
of  a  centuries-old  Sephardic  Jewish 
gold-trading  family  ("safra"  means  yel- 
low in  Arabic)  that  had  its  start  in 
Aleppo,  Syria.  The  family,  using  gold, 
started  financing  camel  caravans  mov- 
ing slowly  among  principal  cities  of 
the  old  Ottoman  Turkish  empire.  The 
family  approach  hasn't  changed  very 
much  since. 

The  gold  trade  requires  steady 
sources  of  supply,  a  network  of  of- 
fices where  gold  can  be  exchanged 
for  currency  and  vice  versa,  and  a 
growing  list  of  customers.  It  requires 
a  good  deal  of  capital— why  borrow 
it  when  you  can  own  a  bank?  Above 
all,   gold  is   a  business   that  requires 


discretion.  For  a  banker  in  gold  never 
knows  what  person,  or  for  that  matter 
what  government,  may  wish  quietly 
to  convert  currency  into  gold.  Besides, 
half  the  physical  movement  of  gold 
is  made  by  smugglers.  Often  it  moves 
from  secret  accounts  in  Zurich,  where 
it  is  legal,  to  Beirut  and  then  through- 
out the  Middle  East;  from  Geneva  to 
France;  from  tiny  Chiasso  in  Switzer- 
land over  the  border  to  Milan  in  Italy, 
where  it  is  turned  into  jewelry  for 
resmuggling  throughout  the  world. 
Gold  has  no  smell  and  no  nationality. 
Neither  does  it  have  any  morals.  It  is 
a  world  where  gangsters  and  dicta- 
tors and  tax  dodgers— and  the  sincere- 
ly worried  wealthy— are  all  alike. 
Don't  ask  and  don't  expect  to  be  asked 
questions  is  a  Safra  credo.  It  has 
served  the  Safras  well,  as  it  has  served 
bankers  from  time  immemorial. 

The  Safra  clan,  for  obvious  rea- 
sons, no  longer  headquarters  in  the 
Middle  East.  Home  base  for  the  par- 
ent Safrabank  S.A.,  owned  100%  by 
Edmond,  is  in  the  tax-haven  country 
of  Panama.  For  wealthy  South  Ameri- 
cans moving  their  assets,  often  in  the 
form  of  gold  to  numbered  Swiss  bank 
accounts,  Panama  is  a  prime  transfer 
point.  Safra  says  he  likes  the  "uncom- 
plicated way"  of  business  in  Panama, 
and  Republic  expects  to  establish  a 
tiny  branch  there  soon.  Also  in  Pan- 
ama is  the  rather  substantial  Trade 
Development  Bank  Overseas,  with 
$650  million  in  assets,  almost  as  large 
as  the  $800-million  Geneva  bank. 
There  is  a  strategic  branch  in  Chias- 
so, where  several  gold  refineries  are 
located  and  wealthy  Italians  keep  their 
assets.  Safra  has  other  banks  in  Paris, 
Luxembourg,  London  and  an  export- 
import  company  in  Brazil.  The  Safra's 
contact  point  in  the  Middle  East  is  the 
Banque    de    Credit    National    S.A.L., 


Republic's  Safra  bought  $15  million  worth  of  gold  at  last  month's  Treasury  auction. 


OUR  CONSTRUCTIVE 
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From  fixtures 
to  framework 

At  GTE ,  we  have  many  sides. 

To  23  million  people,  we're  the  phone  com- 
pany (our  talkative  side). 

To  millions  more,  we  have  a  side  called 
GTE  Sylvania.  And  that  in  itself  is  a  many- 
sided  thing. 

We're  Sylvania  TV  and  stereo  (our  fun  side). 
And  light  bulbs,  flashbulbs  and  flashcubes  (our 
light  side). 

This  is  about  our  constructive  side: 

We're  Sylvania  Building  Systems.  Such  as 
Unistrut  metal  space-frames  that  work  roofing 
miracles  with  great  ease.  And  conquer  inner 
space  with  great  efficiency. 

We're  also  Sylvania  lighting  fixtures.  We 
help  turn  night  into  day  for  buildings  and  stadi- 
ums and  airports  and  homes,  and  just  about 
anything  else. 

When  it  comes  to  building,  we're  very  con- 
structive. 


SYLVANIA  BUILDING  SYSTEMS 


SIDE 


General  Telephone  &  Electronics,  One  Stamford  Forum,  Stamford,  Conn.  06904 


the  old  Safra  family  bank  in  Beirut, 
reportedly  one  of  three  banks  that 
control  the  lucrative  gold  trade  in 
Lebanon. 

Safra  picks  up  bullion  coming  from 
South  Africa  or  from  Russia.  He  also 
orders  gold  coins,  such  as  the  South 
African  krugerrand,  the  Mexican  pe- 
so and  the  Hungarian  korona.  Cu- 
riously, a  large  portion  of  the  loans 
in  his  banks  are  to  central  banks  or 
government  agencies  where  he  does 
gold  business.  The  Safra  banks  took 
part  recendy  in  a  $200-miilion  loan 
to  the  Central  Bank  of  the  Philippines, 
where  a  good  deal  of  gold  is  mined, 
and  a  $100-million  standby  credit  for 
the  Foreign  Trade  Bank  of  the 
U.S.S.R.  Republic's  chief  of  interna- 
tional operations,  Cyril  Dwek,  ex- 
plains, "You  hope  to  create  goodwill 
that  will  flow  back  to  you  some  way." 
To  be  safe,  Safra  usually  doesn't  com- 
mit himself  for  more  than  $5  million 
in  such  deals. 

As  his  banks  have  grown,  Safra  has 
turned  from  a  largely  private  to  a 
more  public  clientele.  During  the 
1950s  and  early  1960s  many  of  his 
customers  were  wealthy  Orientals,  in- 
cluding Japanese  who  wanted  anony- 
mous accounts  in  Switzerland.  But 
now  Safra  openly  courts  the  general 
public,  especially  through  Republic. 

Safra,  a  bachelor,  says  he  has  built 
his  banks  by  being  married  to  his 
work.  When  his  younger  brothers 
were  going  to  college  in  England,  he 
was  developing  the  family's  export-im- 
port financing  business  in  Geneva,  and 
he  later  moved  to  Sao  Paulo  where  his 
importing  operation  provided  the  ba- 
sis for  the  family's  banks  there.  But 
not  until  Safra  cracked  the  New  York 
market  in  1965  with  the  founding 
of  Republic  did  the  empire  really  get 
into  the  big  time.  For  this  Safra  need- 
ed the  help  of  Theodore  Kheel,  politi- 
cal go-between  as  well  as  labor  law- 
yer. Kheel's  version  is:  "They  [the 
Safras]  were  totally  unknown  to  the 
banking  community  here  and  to  the 
Federal  Reserve  Board.  They  asked 
me  to  assist  them  in  getting  the  char- 
ter and  then  to  become  chairman  of 
the  board." 

Kheel  is  best  known  as  a  labor 
lawyer  and  labor  arbitrator,  but  he  is 
really  one  of  those  New  York  City 
power  brokers  whose  influence  rests 
not  on  what  they  own,  but  on  whom 
they  know.  He  was  a  big  wheel  in 
Stirling  Homex  Corp.  ("the  General 
Motors  of  housing"),  which  collapsed 
amidst  scandal  in  1972.  Kheel  per- 
suaded the  Brotherhood  of  Carpenters 
to  accept  the  Stirling  mass-production 
approach.  For  that  he  received  cheap 
founders'  stock. 

Safra  was  introduced  to  Kheel  by 
his   longtime   attorney,   Herman   Coo- 


per, who  had  worked  with  Kheel  for 
the  National  Maritime  Union.  Kheel 
not  only  helped  Safra  to  obtain  a 
banking  charter,  but  also  to  hire  ex- 
ecutives for  Republic.  One,  Ernest 
Ginsberg,  left  the  Comptroller  of  the 
Currency  to  become  Republic's  senior 
vice  president  and  secretary. 

The  association  proved  worthwhile 
for  Kheel  as  well  as  for  Safra.  Kheel, 
people  close  to  him,  and  projects  he 
was  investing  in  received  more  than 
$8  million  in  loans  from  Republic 
from  1968  to  1972;  Kheel's  share  was 
$750,000,  largely  uncollateralized.  Re- 
cipients included  the  controversial 
Harper  Sibley  Jr.,  a  close  friend  of 
Kheel's  who  also  was  a  Republic  di- 


Door-Opener  Theodore  Kheel 


rector  for  a  time  and  was  deeply  in- 
volved in  Stirling  Homex  from  1968 
to  1971;  and  Kheel's  brother,  Julian. 
Since  Republic  is  not  aggressive  in 
lending,  there  is  reason  to  suspect  that 
some  of  the  loans  were  favors,  not 
straight  business  propositions. 

Certainly  the  Kheel  loan  was  con- 
troversial. Banking  law  specifics  that 
a  bank  cannot  lend  large  sums  to  its 
operating  executives.  However,  the 
loan  was  apparently  legal  since  Kheel 
was  a  "nonworking"  chairman.  At  any 
rate,  says  Safra,  all  of  the  above  loans 
have  been  repaid  with  the  exception 
of  $250,000  to  Kheel,  which  is  fully 
collateralized. 

Kheel  earned  his  keep  again  in 
1971.  Safra  decided  he  needed  a  larg- 
er U.S.  deposit  base.  He  began  to  buy 
up  stock  of  a  smallish  Brooklyn  bank, 
Kings  Lafayette  (deposits  $200  mil- 
lion),  from   Saul   Steinberg,   head   of 


Leasco  Corp.,  who  then  held  a  large 
interest  in  the  bank.  Kheel  had  strong 
ties  to  New  York  City  Democrats. 
Kings  Lafayette  had  strong  ties  to  the 
Brooklyn  (Kings  County)  Democratic 
party  through  John  Lynch,  former 
head  of  the  bank  and  of  the  Brooklyn 
county  committee. 

Safra  began  by  picking  up  stock  in 
Kings  Lafayette  personally,  avoiding 
any  probe  by  the  Federal  Reserve 
when  one  bank  entity  tries  to  buy  an- 
other. Just  at  this  moment,  Kings 
Lafayette  broke  into  the  news.  Eight 
men,  including  reputed  Mafia  mem- 
bers, were  arrested  on  charges  of  il- 
legally obtaining  loans. 

Safra  backed  off  for  more  than  a 
year,  and  Kings  Lafayette  was  not 
folded  into  the  Republic  holding  com- 
pany until  last  year. 

Safra's  move  into  the  U.S.  appeared 
well-timed  at  first.  The  dollar  was 
under  attack.  U.S.  citizens  were  al- 
lowed first  to  buy  gold  coins,  and 
then  to  purchase  bullion.  Republic's 
earnings  swung  up  last  year  largely 
on  the  strength  of  gold  coin  sales. 
But  this  year  gold  purchases  by 
Americans  are  minuscule.  Safra  had 
hoped  to  be  the  gold  agent  for  500 
banks  around  the  country,  but  ended 
up  with  less  than  100  on  his  list.  And 
Republic's  profits  were  down  16%  in 
the  first  quarter. 

Right  now,  Safra  appears  to  be 
sitting  on  a  not  very  bright  pot  of 
gold.  Precious  metals  on  Republic's 
books  have  risen  more  than  seven- 
fold since  1973  to  be  a  $25-million 
cache— as  against  capital  of  only  $116 
million.  The  Trade  Development  com- 
plex holds  more  than  $105  million 
worth  of  metals.  Its  net  tangible  assets, 
however,  are  only  $143  million.  And 
gold  prices  are  down  18%  from  last 
\  car's  high  point. 

Is  there  any  danger  that  the  weak- 
ness in  gold  will  wreck  Safra's  plans? 
Delay  them  perhaps,  but  not  wreck 
them.  Whatever  else  Safra  is  doing, 
he  is  not  speculating  in  gold:  a  family 
doesn't  build  a  fortune  and  maintain 
it  for  a  century  by  speculating. "Those 
figures  about  the  gold  we  are  car- 
rying,'' says  Edmond  Saba,  "don't 
exist  for  me.  They  were  wiped  off  the 
books  the  day  we  bought  that  gold, 
for  in  that  moment,  that  vei\  second, 
we  also  sold  ahead."  For  every  pur- 
chase, there  is  a  hedge;  the  Safras 
make  money  from  the  movement  ol 
gold,  not  from  the  price  ol  gold.  "We 
are  completely  <c>\ ered,"  he  sa\ s. 

Over    Safra's    desk    in    New     ^<>ik 
hangs    a    portrait    of    his    late    latin: 
Jacob.  Safra  says:  "I  could  have  made 
$20   million    in    gold   last    year,    bul    I 
chose  to  make,  maybe,  $8  million. 

"That's  what  my  father  always 
taught  me:    Take   the   sure   thing."   ■ 


36 


FORBES,   JULY    15,    1975 


Oil.  ^Cfe  drill  for  it,  recover  it, 
pump  it,  refine  it  and  conserve  it. 


Ingersoll-Rand,  a  diversi- 
fied manufacturer  of  indus- 
trial machinery  and  equip- 
ment, has  been  deeply 
involved  with  oil  and  other 
basic  resources  since  the  turn 
of  the  century.  We  know  it 
as  a  basic  source  of  energy, 
as  a  lubricant,  as  a  raw 
material. 

Today,  we  apply  our 
knowledge  to  help  customers 
around  the  globe  in  virtually 
every  phase  of  oil  —  from 
exploration  to  pipelining 
and  on  through  refining  and 
eventual  use. 

In  response  to  increasing 
world  demand,  we  produced 
over  $1.4  billion  worth  of 
essential  machinery  and 
equipment  last  year.  Over 
$500  million  of  that  repre- 
sented sales  outside  the 
United  States.  We  are  invest- 
ing over  $150  million  this 
year  in  manufacturing  and 
research  expansion. 

With  customers  in  over 
100  countries,  I-R  is  a  large 
and  growing  factor  in  solving 
the  world's  problems  through 
better  use  of  basic  resources: 
oil,  natural  gas,  coal,  earth, 
air,  water. 

For  more  information, 
write  I-R,  Dept.  A-625, 
Woodcliff  Lake,  New  Jersey 
07675. 


Ingersoll-Rand 

Involved  in  basics. 
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At  first  glance  your  pool  certainly  looks  safer 
than  the  Amazon.  But  actually  a  pool  can  harbor 
millions  of  bacteria.  These  bacteria  can  upset  your 
stomach,  make  your  eyes  itch,  give  you  a  sore  throat, 
or  much  worse. 

That's  where  Olin  comes  in.  Olin  is  an  undis- 
puted leader  in  the  pool  chemical  business.  Olin 
water  scientists  have  helped  municipalities  with 
their  drinking  water  supplies.  When  Boston's 
beaches  were  almost  closed  because  of  pollution, 
Olin  solved  the  problem.  When  Nicaragua  was  crip- 
pled by  an  earthquake  and  threatened  with  typhoid 
and  cholera,  Olin  chemicals  were  flown  in. 

Olin  has  been  pioneering  water  treatment  for  a 
long  time.  In  1928,  we  introduced  HTrT  Dry  Chlo- 
rine, the  largest  selling  dry  chlorine  in  the  world. 
Olin  chemicals  are  used  in  reservoirs,  swimming 
pools,  wells,  and  sewage  disposal  plants.  We're  con- 
fident that  we  can  analyze  any  water  in  the  world. 
And  get  rid  of  anything  unpleasant  in  it,  with  the 
possible  exception  of  crocodiles.^  ^ 
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Relief  map  for 
a  cost-plagued  trucking  industry. 


A  truck  breaks  down  outside 
Jacks  Fork.  The  nearest  part  to 
repair  it  is  400  miles  away.  That's 
downtime.  It  can  run  into  hours. 
Or  days.  It  costs  truckers  millions. 

But  help  is  on  the  way.  Because 
Heavy  Duty  Parts,  Inc.,  a  Bandag 
company,  now  has  a  computerized 
data  bank  so  comprehensive  it 
tells  everything  from  the  kinds  of 
starters  on  all  the  trucks  in 
Georgia ...  to  the  model  of  every 


truck  engine  in  St.  Louis. 

The  computer  even  plots  maps 
with  contour  relief  lines  that 
show  not  only  where  the  nation's 
trucks  are . . .  but  where  they're 
serviced  and  maintained. 

No  one's  ever  put  together  a  bank 
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Worldwide  corporate  offices,  Muscatine,  Iowa. 


of  information  like  this  before. 
It's  already  furnishing  Bandag 
cold  process  retreading  dealers 
across  the  country  valuable  in- 
formation about  the  massive  re- 
treaded  tire  markets  in  their 
areas.  And  it's  helping  Heavy 
Duty  Parts  management  develop 
a  nationwide  parts  distribution 
system  that  will  further  cut  down- 
time costs  for  truckers . . .  across 
the  board . . .  across  the  land. 


Products  that  serve  today's  growing  need  to  move  people, 
goods  and  materials  at  lower  operating  costs. 


Estee  Lauder's  Golden  Giveaways 


Estee  Lauder  gets  rich  by  giving  its  products  away. 


It  was  an  offer  few  of  the  cus- 
tomers could  refuse:  Buy  $6  worth  of 
Estee  Lauder  cosmetics  and  for  an- 
other $8.50  you  get  a  coloring  box 
of  assorted  eyeshadows  with  a  retail 
value  of  $50.  In  all,  $56  worth  for 
$14.50.  In  two  days  this  May,  bus- 
tling Foley's  of  Houston  and  a  half- 
dozen  similar  department  stores 
around  the  country  were  sold  out. 

A  giveaway?  Not  really.  The  mark- 
up on  cosmetics  is  generous— 40%  and 
more  (of  the  retail  price,  that  is)  in 
the  pricier  lines  like  Estee  Lauder. 
The  chances  are  the  firm  didn't  lose 
much  on  the  package.  And  in  the 
bargain,  it  got  a  tremendous  amount 
of  promotion  and  probably  won  it- 
self a  fair  number  of  brand-new 
steady  customers. 

With  less  than  half  the  sales  vol- 
ume in  cosmetics  of  rival  Revlon, 
Lauder,  privately  held,  cannot  afford 
Revlon 's  scale  of  advertising— $65  mil- 
lion worldwide.  But  with  the  help  of 
promotions  like  the  $56  bargain,  Es- 
tee Lauder  dominates  the  department 
store  market  and  has  the  No.  One 
lines  in  its  segments  of  the  $2-billion 
U.S.  cosmetics  and  fragrance  market. 

The  company  was  founded  by  Jose- 
phine Estee  Lauder  and  her  husband, 
Joseph,  a  New  York  businessman  and 
accountant.  It's  a  young  company  as 
big  businesses  go.  It  started  in  1946 
with  a  couple  of  formulas  Estee  in- 
herited from  a  Viennese  uncle.  Estee 
handled  new  product  development 
and  sales  while  her  husband  took  care 
of  the  financial  side;  sons  Leonard 
and  Ronald  pitched  in  at  odd  jobs  as 
they  became  teenagers.  Lacking  capi- 
tal for  a  big  advertising  campaign, 
the  Lauders  initially  pushed  a  mail- 
order business  and  distributed  free 
samples  at  charity  fashion  shows.  Out 
of  necessity  was  born  a  unique  style 
of  merchandising. 

Leonard,  now  42  and  a  Wharton 
School  graduate,  is  currendy  the 
company  president,  while  his  parents, 
who  still  pass  on  packaging  decisions, 
tour  the  world  spreading  the  Estee 
Lauder  word.  Interviewed  by  Forbes 
in  his  luxurious  but  defiantiy  mascu- 
line Manhattan  offices,  Leonard 
Lauder  says:  "Where  we  compete,  I 
believe  our  fines  outsell  Revlon's." 
That's  quite  a  feat,  because  Revlon  is 
one  of  the  world's  master  marketers 
and  image-makers.  Lauder  went  on  to 
explain  that  while  Revlon  sells 
through  drugstores  and  toiletry  count- 
ers as  well  as  department  store  cos- 
metic counters,  Lauder  uses  only  the 


True-Life  Model.  Since  it  began  national  advertising  in  1962,  Estee  Lauder 
has  used  only  three  models.  The  current,  Karen  Graham  (above),  30,  has 
five  years  on  the  job— and  two  more  to  go  on  her  contract.  Estee  Lauder's 
advertising  creates  a  kind  of  versatile,  wind-blown,  Junior  League  image  and 
Graham  fits  the  mold.  Born  in  a  well-to-do  Mississippi  family,  she  attended 
Ole  Miss  and  studied  at  the  Sorbonne  in  Paris.  She  was  diverted  from 
becoming  a  school  teacher  by  a  chance  meeting  with  model  mogul  Eileen 
Ford.  Graham  was  married  last  year  to  Delbert  Coleman,  the  controversial 
dealmaker,  who  had  a  bad  1969  brush  with  the  Securities  &  Exchange 
Commission,  and  shares  with  him  a  Manhattan  town  house  with  butler  and 
cook,  and  a  luxurious  Gulfport,  Miss,  retreat.  "For  us,"  says  Karen  Graham, 
reflecting  the  dream  conveyed  by  her  ads,  "life  is  a  constant  vacation." 
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latter.  At  fashionable  Bloomingdale's 
in  and  around  Manhattan,  the  Estee 
Lauder  counters  in  1974  took  in  well 
over  $4  million,  and  this  year,  notes 
store  President  Marvin  Traub,  they 
will  do  considerably  more  than  that. 
However,  Lauder  insists,  "Blooming- 
dale's  isn't  our  best  outlet. 

"We  have,"  he  says,  "a  singularity 
of  purpose."  In  nothing  is  this  better 
illustrated  than  the  image  the  com- 
pany conveys  through  its  advertising 
and  promotion.  Whereas  Revlon's 
customer  image  has  been  described 
as  that  of  a  "glamorous  sexpot,"  Es- 
tee Lauder's  is  that  of  a  sophisticated, 
educated,  outdoor  American  woman. 
"She's  a  thoroughbred,"  is  the  way 
a  company  spokeswoman  refers  to  the 
ideal.  The  image  is  clear  and  con- 
sistent (see  caption,  p.  41). 

By  contrast,  say,  with  Revlon's 
famous  advertisements,  Estee  Lauder's 
are  surburban  and  sporty.  Not  that 
Lauder  ads  are  knocking  sex;  far  from 
it.  "The  modem  woman,"  says  Lau- 
der's creative  director,  June  Leaman, 
"doesn't  have  to  be  a  Playboy  bunny 
to  be  aware  of  herself  as  a  sensuous 
woman.  [Obvious]  sexiness  is  old- 
fashioned. 

"Our  customer,"  Leaman  goes  on, 
"wants  to  be  the  kind  of  woman  she 


sees  in  our  ads.  If  a  $10  cologne  will 
bring  her  closer  to  it,  she'll  keep  buy- 
ing the  $10  cologne." 

Reflecting  on  all  this,  and  curling 
up  in  a  deep  armchair,  Leonard  Lau- 
der declares  flatiy:  "Our  sales  and 
profits  will  at  least  double  in  the  next 
three  to  five  years."  To  do  so,  Lauder 
need  not  necessarily  challenge  Revlon 
in  the  drugstores;  there  are  still  a 
good  many  department  stores  that  do 
not  have  Lauder  counters.  Leonard 
Lauder  says,  for  example,  that  Sears 
and  Montgomery  Ward  are  both  after 
his  lines. 

He  hastens  to  add,  however,  that 
he's  just  stating  facts,  not  making  a 
pitch  to  Wall  Street.  Going  public,  he 
insists,  is  not  on  the  family's  mind. 

How  Rich? 

For  one  thing,  nobody  needs  the 
money.  Lauder  won't  say  how  much 
the  company  makes,  but  he  does 
state:  "We  aren't  as  profitable  as 
Avon,  but  we  match  up  pretty  well 
with  Revlon."  That  would  give  the 
Lauder  firm  profits  of  somewhere  be- 
tween $10  million  and  $15  million  a 
year— enough  to  keep  the  family  in 
all  the  luxuries  they  can  use. 

Lauder  goes  on  to  say  that  the 
family  tends  to  believe  going  public 


might  cramp  their  growth  style.  In 
the  mid-Sixties,  Estee  Lauder  launched 
two  major  new  lines,  Clinique,  a 
special  line  of  cosmetics  for  sensitive 
skins;  and  Aramis,  high-priced  shav- 
ing and  grooming  products  for  men. 
The  introductions  were  successful  but 
costly,  and  profits  slumped.  "I  don't 
think  we'd  have  done  Clinique  if 
we'd  been  public,"  says  Lauder.  Clin- 
jque  and  Aramis  are  now  in  the  black 
and  the  leaders  in  their  specialized 
markets,  and  the  company  is  now 
making  major  new  product  introduc- 
tions, shampoos  under  the  Azuree 
label  and  a  line  of  Estee  Lauder  sun- 
tan  lotions. 

This  costly  expand-from-within 
process  has  created  a  rather  spotty 
record,  which  might  not  look  good  in 
a  prospectus.  But  don't  bet  Estee 
Lauder  will  never  go  public  or  sell 
out.  "Mother  is  no  longer  40,"  Leon- 
ard Lauder  says  pointedly.  As  for 
himself:  "My  ambition  is  to  get  the 
company  to  run  without  me."  Which 
sounds  very  much  like  a  way  of  say- 
ing that  the  company  isn't  yet  ready 
to  go  to  market;  but  when  it  is,  it 
will  be  an  irresistible  package.  After 
all,  Wall  Street  can't  teach  the  Lauder 
family  much  about  packaging  and 
promotion.   ■ 


Insuring  Success 

As  the  news  gets  worse, 

Marsh  &  McLennan's  business  gets  better. 


"It's  a  much  more  difficult,  complex 
world  these  days,"  says  John  M.  Re- 
gan. The  president  and  chief  execu- 
tive of  Marsh  &  McLennan  Cos.  isn't 
complaining.  Not  at  all.  After  all,  if 
there  weren't  unpleasant  surprises, 
there  wouldn't  be  any  insurance,  or 
any  way  for  an  insurance  broker  like 
"Marsh  &  Mac"  to  earn  30%  on  equity 
on  1974  revenues  of  $248  million. 

Marsh  &  Mac  has  probably  the  best 
part  of  the  whole  dolorous  business 
of  property  insurance.  The  fire  &  cas- 
ualty companies'  earnings  tend  to  fluc- 
tuate around  the  15%  return-on-equity 
mark.  The  best  of  them,  Government 
Employees  Insurance  Co.,  is  turning 
over  a  respectable  20%  on  equity,  two- 
thirds  of  what  Marsh  &  Mac  earns. 

Insurance  brokers  are  hired  by  com- 
panies and  individuals  who  prefer  an 
intermediary  between  them  and  the 
insurance  company.  Their  aim  is  sup- 
posed to  be  to  get  the  client  the 
best  possible  insurance  coverage  at  the 
lowest  cost,  and  to  get  professional 
advice  on  how  to  reduce  their  losses. 

There   are   thousands   of  insurance 


brokers  in  the  U.S.  (as  opposed  to 
salesmen  who  work  for  insurance  com- 
panies), but  Marsh  &  Mac  is  the  big- 
gest and  probably  the  most  profit- 
able. It  got  that  way  by  going  after 
the  biggest  companies'  business  from 
its  founding  in  1900  by  a  New  York 
socialite  named  Henry  Marsh  and  a 
Chicago  insurance  expert  named 
Donald  McLennan.  Marsh  opened  the 
doors  for  McLennan,  who  persuaded 
the  industrial  barons  of  the  day  that 
the  best  way  to  cut  their  burgeoning 
insurance  costs  was  to  channel  their 
commissions  his  way. 

It's  a  little  more  complex  today. 
"Let's  take  George  Handley  as  an  ex- 
ample," says  Regan.  "George  is  one 
of  the  best  men  in  marine  insurance 
in  the  world.  He's  particularly  good 
at  tankers.  Exxon  could  pay  him  more 
than  we  could,  but  they  couldn't  keep 
him  busy  all  the  time.  So  instead, 
they  pay  us,  and  we  put  him  at  their 
disposal  for  a  couple  of  months  each 
year.  About  70%  of  our  insurance  rev- 
enues come  from  what  we  call  jumbo 
accounts,    like    Exxon— the    top    few 


hundred  U.S.  companies." 

Unlike  other  rent-a-talent  busi- 
nesses like  investment  banking  or  ad- 
vertising, however,  the  insurance  bro- 
kerage business  tends  to  have  fairly 
steady  growth— 10%  to  12%  a  year  in 
Marsh  &  Mac's  case.  Companies  might 
not  always  be  going  to  market  through 
an  investment  banker,  but  they  have 
to  stay  insured. 

Once  you  get  established  in  in- 
surance brokerage,  you  don't  need 
much  in  the  way  of  capital— remem- 
ber, it's  mostly  expertise.  So  Marsh  & 
Mac  paid  out  $1.45  a  share  last  year 
on  earnings  of  $2.57.  With  some  of 
what  it  has  retained  over  the  years, 
Marsh  &  Mac  has  tried  the  diversifi- 
cation game.  The  biggest  noninsur- 
ance  ventures  are  the  Putnam  Cos.,  a 
mutual  fund  and  money  management 
group  bought  in  1969.  Another  inter- 
esting acquisition  is  the  Landauer  As- 
sociates group,  real  estate  consult- 
ants. The  William  M.  Mercer  em- 
ployee benefits  consulting  group 
evolved  out  of  the  basic  insurance 
business;  it  has  gotten  a  big  boost 
from  the  passage  of  federal  pension 
legislation.  But  these  ventures  will 
never  take  management's  eye  off  what 
really  counts:  insurance.  "We'rr  just 
in  a  good  business,"  Regan  sa\s. 
"eliminating  uncertainty  for  the  big- 
gest companies  in  the  country"  ■ 
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A  breath  of  fresh  air 
in  automotive  technology. 


The  catalytic  converter  is  a  device  for  people  and  flowers 
and  trees,  for  every  living  thing. It  reduces  exhaust  emissions 
of  hydrocarbons  and  carbon  monoxide  by  about  50%  from 
the  already  lowered  levels  of  1974. 

The  converter  is  also  a  device  for  pocketbooks  and  for 
energy  conservation.  According  to  EPA  figures,  it  helped 
GM  engineers  to  increase  gas  mileage  in  city  driving  by  28%  on 
a  sales- weighted  average. 

Not  only  will  the  converter  save  you  money  in  fuel  bills  and 
maintenance  costs  over  the  years,  it's  one  of  those  extraor- 
dinary technological  advances  that  won't  cause  you  any 
trouble  under  normal  operating  conditions.  After  a 
billion  miles  on  the  road,  it's  proved  dependable.  If 
you  use  unleaded  gas  and  maintain  your  engine 
properly,  the  converter  will  last  the  life  of  your  car. 

Catalytic  converters  do  add  to  the  basic 
cost  of  a  GM  car.  Part  of  that  money  goes  for  in- 
sulation that  keeps  the  outer  skin  temperature  of 
the  converter  in  normal  operation  about  the  same 
as  that  of  an  ordinary  muffler,  and  far  lower 
than  the  temperature  of  the  exhaust  manifold. 

A  fuel-saving  catalytic  converter  comes  with 
1975  GM  cars  as  standard  equipment.  It's  a 
breath  of  fresh  air  from  GM,  a  world  leader  in 
automotive  pollution  control  technology. 

General  Motors 

Chevrolet,  Pontiac,  Oldsmobile,  Buick,  Cadillac.  GMC  Truck 


Catalytic  converter, 
standard  equipment  on 
1975  model  GM  cars. 


Flurry  Over  Slurry 

Coal  pipelines  are  in  again— and  to  the  railroads, 
they  look  more  threatening  than  ever. 


A  decade  or  so  ago,  the  coal  slurry 
pipeline  looked  like  the  greatest  com- 
petitive threat  to  the  railroad  indus- 
try since  the  four-lane  superhighway. 
In  1956  Consolidation  Coal  actually 
built  one,  a  108-mile,  $13-million  line, 
through  which  ground-up  coal  mixed 
with  water  flowed  from  the  coal  fields 
near  Cadiz,  Ohio  to  Cleveland  Elec- 
tric Illuminating's  East  Lake  plant.  But 
within  six  years,  the  railroads  closed 
that  one,  and  all  others  as  yet  unbuilt, 
by  developing  the  unit  train— a  single- 
purpose,  high-volume  rail  carrier  shut- 
tling back  and  forth  between  mine 
and  market  at  sharply  reduced  rates. 

These  days,  the  coal  slurry  pipeline 
is  back  again,  and  it  looks,  if  any- 
thing, more  promising  than  ever.  Only 
last  May,  Salt  Lake  City's  Northwest 
Energy  Co.  announced  it  had  com- 
missioned a  feasibility  study  of  an  800- 
mile  line  linking  the  coal  fields  of 
Wyoming  and  Montana  with  utility 
markets  in  the  Northwest.  Further 
along  is  a  pipeline  scheme  advanced 
by  Bechtel  and  Lehman  Bros,  to  sup- 
ply some  Middle  South  Utilities'  Ar- 
kansas power  plants  with  25  million 
tons  a  year  from  a  mine  in  Wyoming. 

Worst  of  all  for  the  railroads,  there 
is  even  a  $38-million  coal  slurry  pipe- 
line already  in  operation,  a  273- 
mile-long  one,  linking  a  Peabody  Coal 
mine  in  Arizona  with  a  power  plant 
in  Nevada.  Not  only  is  it  laying  down 
4  million  tons  of  coal  a  year  and  coin- 
ing money  in  the  process,  it  is  owned 
and  operated  by  a  railroad— the  giant 
Southern  Pacific  Co.  "You  have  to 
understand,"  an  SP  official  says  apol- 
ogetically, "there  wasn't  any  railroad 
available,  and  it  was  cheaper  to  build 
a  new  pipeline  than  it  would  be  to 
build  a  new  railroad." 


What  has  happened  to  bring  the 
coal  slurry  pipeline,  once  so  joyfully 
interred  by  the  railroads,  back  to 
roistering  life?  The  energy  shortage, 
the  environmental  crisis  and,  ulti- 
mately, inflation. 

Coal  has  been  coming  back  into  de- 
mand again,  and  because  of  the 
concern  about  air  pollution,  the  de- 
mand has  been  for  relatively  nonpol- 
luting  low-sulfur  coal  found  not  near 
the  utility  markets  in  the  East,  but  in 
the  high  plains  of  the  Far  West.  For 
short  distances  and  small  volumes, 
pipelines  are  still  not  competitive,  but 
for  the  large  volumes  and  long  dis- 
tances involved  in  marketing  western 
coal,  pipelines  could,  over  the  long 
run,  undercut  railroad  rates.  "On  an 
800-mile,  20-inch  line,"  claims  Her- 
man Luffman,  president  of  Houston's 
Gulf  Interstate  Engineering  Co.,  which 
has  just  completed  the  Northwest 
Energy  study,  "the  cost  of  pulveriz- 
ing, shipping  and  dewatering  a  ton  of 
coal  is  about  11  mills  per  ton  mile. 
A  rail  tariff  for  the  same  type  of  haul 
will  vary  between  8  and  10  mills." 

So  where's  the  advantage?  Simply 
this:  Pipeline  operating  costs— con- 
sisting mainly  of  capital  charges— are 
relatively  stable,  as  railroad  costs  are 
not.  The  reason  is  that  the  railroads 
are  burdened  with  high  labor  costs 
partly  due  to  union  work  rates.  The 
way  freight  rates  are  going  up,  Luff- 
man  expects  pipeline  costs  to  be  low- 
er than  rail  costs  inside  of  three  years. 
One  Bechtel  study  projected  that  slur- 
ry rates  would  not  rise  over  1%  a  year, 
vs.  nearly  5%  for  the  rails. 

So  why  isn't  everyone  stampeding 
into  the  slurry  pipeline  business?  Well, 
for  one  thing,  there  are  problems  in- 
volving  the   availability   of  water  in 


On  the  Consol  pipeh         oal  was  watered  for  pumping  in  basins  like  this. 


the  arid  high  plains— the  Northwest 
Energy  scheme  plans  to  recycle  60% 
of  the  water  it  uses— and  for  another, 
Congress  has  yet  to  extend  the  right 
of  eminent  domain  to  the  coal  slurry 
pipelines.  "If  that  legislation  were 
passed,"  says  Luffman,  "I  think  this 
project  would  proceed  as  fast  as  ma- 
terial availability  would  allow."  The 
cost  for  the  Northwest  project:  $450 
million  to  $500  million. 

The  Association  of  American  Rail- 
roads, not  surprisingly,  is  opposing  the 
eminent  domain  legislation,  and  so  is 
the  rest  of  the  industry.  And  with 
reason.  There  is  no  innovation  like 
the  unit  train  on  the  horizon  to  pro- 
duce reductions  in  rates. 

The  biggest  coal  carrier  in  the 
West,  Burlington  Northern,  which  de- 
rives 11%  of  its  revenues  from  coal, 
takes  the  threat  of  the  coal  pipeline 
with  deadly  seriousness.  By  1980 
Burlington  expects  to  haul  140  mil- 
lion tons  or  so  of  western  coal  a  year, 
vs.  18  million  tons  in  1974.  Burling- 
ton associate  general  counsel  James 
Walker,  who  has  been  handling  Bur- 
lington's antipipeline  fight,  fears  that 
a  25-million-ton-a-year  pipeline  like 
the  one  Bechtel  proposes  would  skim 
the  cream  off  the  railroads'  future 
growth. 

Hanging  In  The  Balance 

One  pipeline  booster  has  even  pre- 
dicted that  150  million  tons  will  soon 
be  moving  by  pipeline,  but  Walker 
doubts  there's  enough  water  available 
to  permit  that.  He  also  doubts  that 
the  economics  of  pipeline  transporta- 
tion will  prove  out  in  practice,  though 
he's  not  sure  that  matters.  If  inves- 
tors commit  $500  million  to  a  pipe- 
line project,  and  if  the  utilities  com- 
mit themselves  to  taking  the  coal  for 
20-year  periods,  the  railroads  are  not 
likely  to  get  that  traffic  back,  however 
the  economics  work  out.  So,  as 
Walker  sees  it,  that  eminent  domain 
legislation  would  simply  favor  a  few 
large  customers  at  the  expense  of 
a  railroad  carrier  that  is  required  by 
law  to  serve  all  comers,  whether  big 
or  small. 

Sheer  volume  makes  coal  among 
the  most  profitable  commodities  the 
railroads  carry,  and  if  it  goes,  profit 
often  goes  with  it— witness  the  role  the 
decline  in  coal  traffic  played  in 
plunging  the  Penn  Central  into  bank- 
ruptcy. The  failure  of  Congress  to 
develop  a  coherent  long-term  trans 
portation  policy  has  already  beggared 
part  of  the  U.S.  railroad  Industry, 
threatening  the  financial  stability  of 
much  of  the  industrial  establishment 
that  it  serves.  Does  Congress  realize 
that  by  facilitating  the  construction 
of  slurry  pipelines  it  may  be  driving 
another  nail  into  the  railroad  coffin?  ■ 


44 


FORBES,   JULY    15,    1975 


a  world 
without  fabricated  metals. 

Having  metals  is  not  enough.  You  have  to  know  how  to  roll  them,  forge  them, 
cast  them,  and  shape  them  to  make  them  useful  to  man. 

NL  Industries  is  one  of  the  world's  leading  fabricators  of  metals.  NL  works  with 
titanium,  steel,  magnesium,  aluminum,  zinc,  and  lead— and  forms  them  into  every- 
thing from  a  wide  range  of  die  cast  products  like  automobile  and  appliance  parts,  to 
bearings,  solders,  screws,  and  fasteners.  In  fact,  fabricated  metals  and  other  engi- 
neered products  represent  a  major  part  of  our  more  than  $1.5-biNion  annual  sales. 

The  products  and  services  that  NL  Industries  offers  are 
important  to  industry  and  to  people.  In  engineered  products, 
in  specialty  metals,  in  performance  chemicals  and  in  energy-       ^       i  ^ 
related  operations.  To  learn  more  about  us  and  what  we  do, 
write:  NL  Industries,  Inc.,  111  Broadway,  New  York,  N.Y.  10006. 
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Only8NYSE 
industrials  have  paid  dividends 

for  94  years  or  more. 

*Mn...    V«-L-    ClAy.L    ET„^Kn«nn 


*New  York  Stock  Exchange 


We're  one  of  them. 

Diamond  International  belongs  to  the  world's  most  exclusive 
business  club.  There  are  only  seven  other  members. 

We  started  paying  dividends,  as  Diamond  Match,  in  1882.  (Mak- 
ing us  8th  in  longevity.)  And  we  haven't  missed  a  year  since. 

Last  year  for  example,  we  paid  out  over  $22  million  to  our  share- 
holders. Currently,  we're  paying  at  the  rate  of  $2  per  share. 

How  long  can  we  keep  this  up?  We've  been  saying  that  for 
94  years. 

dianHixip  iimterimatioim/^ 


Diamond  International  Corporation  •  rs.i  rhird  Avenue,  New  York.  N  Y   iuuw 
Forest  Products  •  Packaging  &  Printing  •  Consumer.  Products  •  building  Materlalb  6,  Home  Supplies  •  Machinery  bystenib 


Frozen  Foods  In  The  Deep  Freeze 


There's  a  new  kind  of  chill  running  through  the 
frozen  food  industry  these  days. 


Scratch  another  "recession-proof" 
industry.  For  the  first  time  in  over 
25  years,  less  frozen  food  will  prob- 
ably be  sold  this  year  than  last,  as 
frozen  foods  lose  ground  to  canned, 
fresh  and  home-prepared  foods. 

Worse  yet,  the  frozen  food  people 
don't  know  why.  They  have  just 
launched  their  first  industrywide 
promotion,  emphasizing  taste,  quality 
and  economy,  to  win  back  the  house- 
wife. Thomas  F.  Barnum,  president 
of  Consolidated  Foods'  Kitchens  of 
Sara  Lee,  puts  a  brave  face  on  the 
situation:  "It's  just  a  matter  of  getting 
our  message  to  the  consumers.  This 
industry  is  still  in  its  infancy." 

Maybe  so,  but  one  market  research- 
er with  long  experience  interviewing 
panels  of  housewives  told  Forbes: 
"Taste  and  quality  are  low  on  the 
scale  of  things  a  woman  uses  to  plan 
her  meals.  Convenience  and  economy 
are  dominant  factors.  I  think  people 
in  the  food  industry  often  live  with 
myths.    For   instance,   it's    clear   chil- 


dren's taste  preferences  aren't  con- 
sidered in  any  great  degree,  and 
women,  when  pressed,  will  admit  it. 
Children  may  prefer  frozen  waffles 
heated  for  breakfast,  but  they  get 
dry  cereal.  The  reason  is  economy." 
Convenience  took  this  industry  a 
long  way  before  economics  tripped 
it  up.  The  industry  is  big:  $6.2  bil- 
lion of  retail  sales  last  year,  plus  an- 
other $2.4  billion  to  mass  feeders  like 
hospitals,  schools  and  the  fast-food 
chains.  The  industry  is  fragmented: 
Nearly  everyone  who  processes  food 
—General  Foods  with  Birdseye, 
Campbell  with  Swanson  and  Pep- 
peridge  Farm,  Consolidated  Foods 
with  Sara  Lee— is  in  it,  and  also  some 
who  don't,  such  as  BCA  with  its 
Banquet  line.  The  industry  is  varied: 
It  freezes  fruits,  vegetables,  poultry, 
meats,  seafood  and  prepared  foods, 
as  well  as  concentrated  juices  (ice 
cream  is  not  included).  And  the  in- 
dustry today  is  in  trouble  in  a  world 
it  helped  create. 


Frozen  foods  got  started  in  the 
Twenties  (see  picture),  but  didn't 
take  off  until  the  World  War  II  short- 
age of  tinplate  for  canned  foods  led 
the  Government  to  encourage  frozen 
foods.  By  1945,  1  billion  pounds  of 
frozen  foods  were  produced— more 
than  $200  million  worth.  By  last  year 
that  had  soared  to  some  18  billion 
pounds  worth  almost  $9  billion.  Of 
course,  frozen  food  is  expensive.  At 
one  supermarket,  for  example,  a  pri- 
vate label,  one-pound  package  of 
frozen  French  fries  cost  39  cents  re- 
cently; a  pound  of  fresh  potatoes,  22 
cents.  But  Americans— up  until  now— 
were  willing  to  pay  the  differential. 

And  why  not?  In  an  era  of  con- 
venience with  plenty  of  disposable 
income,  no  industry  fit  the  conve- 
nience pattern  better  than  frozen 
foods.  Just  pop  the  peas  into  boiling 
water,  slip  the  casserole  into  the 
oven,  add  water  to  the  orange  con- 
centrate and  presto— more  time  for 
tennis,  TV  and  talk. 


From  Clarence  To  Cathy.  What  Clar- 
ence Birdseye  began  50  years  ago, 
Olympic  gymnast  Cathy  Rigby  is  help- 
ing to  revive  today  in  a  frozen  foods 
industry  promotion.  As  a  fur  trapper 
in  Labrador,  Birdseye  noticed  that 
fish  caught  in  the  bitter  cold  stayed 
fresh  for  a  long  time.  He  invented 
a  commercial  deep-freeze  process  and 
formed  a  company.  In  1929  he  sold 
out  to  E.F.  Hutton's  Postum  Co.  for 
$22  million.  Hutton  took  the  name 
of  Birdseye's  company— General  Foods 
—for  his  own,  which  is  now  the 
biggest  U.S.  food  company. 
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Send  today  for  these  6  Special  Reports  in  United's 


56* 


Anniversary 

*/  Investment  Package  * 


Facts,  figures,  analysis,  appraisal  of  risk 
and  clear  advice  on  what  to  buy  now. 

5  Conglomerates 

Attractive  Speculations 


5  Special  Situations 

with  profit  potential 


We  believe  these  qualify  as  "Special 
Situations"  and  look  attractive  to  buy 
now.  In  general,  these  are  issues  whose 
future  performance  should  be  governed 
more  by  internal  developments  than 
by  the  action  of  the  overal  I  market.  I  n  our 
opinion,  all  offer  you  the  opportunity 
for  worthwhile  gains. 

1 6  Faded  Favorites 

Buy?  Hold?  Sell? 


AMF 

Kresge 

Polaroid 

Avon 

Litton 

RCA 

Gulf&West 

Marriott 

Simplicity 

ITT 

McDonald's 

Skyline 

Kauf/Brd 

MGIC 
Natomas 

Upjohn 

Retirement  Now 

United  has  picked  an  8  issue 
portfolio  designed  to  yield  a  $300 
per  month  income  now.  We  think 
these  issues  give  you  an 
opportunity  for  higher  income  and 
gain,  too,  with  reasonable  safety. 


Conglomerates  have  been  in  the 
investor's  doghouse  for  quite  a  while, 
and  probably  deservedly  so.  But  some  of 
them  have  trimmed  their  deadwood,  and 
posted  impressively  higher  operating 
results  of  late.  We  do  not  like  all  of  them, 
but  right  now  there  are  five  which  our 
analysts  consider  attractive  speculations. 

7  Low-Priced  Stocks 

that  look  promising 

These  are  7  large  companies  with 
respectable  records,  all  of  which  once 
traded  at  far  higher  prices.  We  believe 
these  specially  selected  low-priced 
stocks  have  substantially  more  profit 
potential  than  risk. 

Retirement  Later 

This  Report  should  especially 
interest  those  people  starting  to 
plan  now  for  the  future.  Although 
there  are  risks  involved,  United 
recommends  8  stocks  that  we 
rate  favorably  for  long-term  growth. 


Plus  a  4  issue  Guest  Subscription  to  United  Reports 

•Stock  Market  Analysis  and     •  The  Supervised  List  •  Stocks  to  sell  or  avoid 

specific  recommendations     •  Buying  advices  of  other  services   •  New  product  studies 
•  General  Business  Forecast    •  Bonds  and  Preferred  Stocks         •  Views  of  leading  authorities 

.  .  .  and  much  more 


h 


4-issue  subscription  to  United  Reports  alone  is  $9 
this  entire  package  only [$2J 


FILL  OUT  COUPON  AND  MAIL  TODAY 


-4 


Please  send  me  the  entire  package  of  Stock  Market  and  Business  Information  for  $2 
I  understand  I  get  my  money  back  if  I  am  not  satisfied. 

Name 


Address. 
State 


_City_ 


.Zip. 


L 


No  salesman  will  call.  This  subscription  may  not  be  assigned  without  subscriber's  consent. 
210  Newbury  Street.  Boston.  Massachusetts  021 16 
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Then  came  the  crunch.  Says  Al 
Rosenfeld,  publisher  of  Frozen  Food 
Age:  "Come  the  economic  downturn 
and  tightened  purse  strings,  the  mag- 
ic button  of  convenience  isn't  so  mag- 
ic anymore." 

There  is  evidence,  however,  that 
the  crunch  has  been  building  for  a 
long  time:  From  1969  through  1974, 
the  volume  growth  of  frozen  foods  ( ex- 
cluding juice  concentrates)  was  about 
15%,  slower  than  beer  and  little  over 
a  third  of  the  industry's  42%  gain  in 
the  preceding  five  years. 

The  components  tell  an  even  more 
interesting  story.  Concentrates,  a  real 
bargain  at  half  the  price  of  their  nat- 
ural competition,  grew  by  61%  in  the 
1970s.  Vegetables  and  seafood  like- 
wise grew  fast,  vegetables  compet- 
ing with  cosdy  produce,  seafood  with 
high-priced  meat.  But  frozen  meat, 
poultry  and  prepared  foods  (like  TV 
dinners)  suffered;  they  were  relative- 
ly more  expensive. 

Control  Camouflage 

Special  factors  helped  to  mask  the 
slowdown.  "Between  August  1971 
and  April  1974,"  says  C.  Alan  Mac- 
Donald,  president  of  Nestie's  Stouffer 
Foods,  "our  selling  prices  were  con- 
trolled and  fresh  produce  was  not. 
So  people  saw  frozen  foods  as  a  pretty 
super  value.  And  we  had  a  couple  of 
years  of  stronger-than-normal  sales." 
But  last  year,  when  controls  came 
off,  per-capita  consumption  of  frozen 
vegetables  (except  potatoes)  dropped 
from  10.7  pounds  in  1973  to  10.2 
pounds,  while  fresh  produce  rose, 
from  100.2  to  101.2  pounds. 

"The  housewife  is  going  back  to 
basics,  at  least  temporarily,"  says  Rob- 
ert K.  Pedersen,  president  of  H.J. 
Heinz'  Ore-Ida  Frozen  Foods. 

In  a  sense,  frozen  foods  are  an  un- 
expected victim  of  the  energy  crisis. 
It  takes  a  good  deal  of  energy  to 
freeze  them,  sometimes  at  30  to  40 
degrees  below  zero,  and  to  store  them 
at  about  zero.  Frozen  foods  are  ex- 
pensive to  prepare;  they  are  expen- 
sive to  inventory. 

As  convenience  loses  out  to  eco-' 
nomics,  the  frozen  food  industry  is 
turning  to  a  time-tested  principle  of 
marketing:  Add  perceived  value  to 
your  product  through  advertising  and 
promotion.  The  industry's  new  cam- 
paign—Frozen Food  Action  Communi- 
cations Team— has  hired  ex-Olympic 
gymnast  Cathy  Rigby  to  push  its 
wares.  Her  pitch:  Frozen  foods  are 
better  for  you:  purer,  wholesome,  less 
waste.  Says  Foote,  Cone  &  Belding's 
Tom  Harris,  director  of  the  campaign : 
"We  have  to  overcome  misconceptions 
about  frozen  foods  such  as  the  notion 
that  they  are  expensive." 

Good  luck,  Tom.   ■ 
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If  your  bank  is  trumpeting 
their  new  office  in  Paris . . . 
or  Hamburg  ...  or  Madrid 


they  have  made  our  point 

Is  central  America  foru slfabank 


is  going  to 


foreign  to  your  banker? 


provide  banking  services  in 
an  area  it  does  it  better  if 
it's  in  the  thick  of  things. 

This  is  also  true  in 
central  America.  Those  18 
states  that  we're  in  the 
thick  of.  Why  use  banks  in 
New  York,  or  Chicago,  or 
Dallas,  or  Atlanta,  when 


you  can  get  all  you  need 
from  one  source? 

We're  nearly  a  $2  billion 
organization.  Anything  the 
faraway  money  center 
banks  can  do,  we  can  do. 
The  full  range  of  business 
service.  Loans.  Cash  man- 
agement. Pension  and 
profit-sharing  management. 
International  services,  or 
any  other  corporate  bank- 
ing function.  Always  with 
equal  efficiency,  sometimes 
greater. 

If  you're  used  to  crisp, 
professional  bankers  we'll 
get  along  just  fine.  And 
here  in  central  America, 
we're  natives,  not  tourists. 

Call  James  A.  Kinney. 
901-523-4115. 


FIRST  TENNESSEE 
NATIONAL  CORPORATION 


^r  The  banks  of  central  America 


Viva  14%! 


An  American  can  earn  14%  on  his  money  in  Mexican  time 
deposits.  Is  there  a  catch?  Not  necessarily. 


There  must  be  something  wrong 
with  a  deal  that  offers  almost  double 
U.S.  interest  rates.  The  catch  is  that 
the  country  is  Mexico,  and  everybody 
knows  that  Mexico  is  suffering  from 
terrorism,  a  lethal  population  explo- 
sion and  a  $3.2-billion  trade  deficit. 

The  problems  are  obvious  and 
well-publicized,  but  there  is  another 
side.  Mexico  has  been  one  of  the 
world's  fastest-growing  economies— 
not  just  for  one  or  two  years,  but  for 
decades.  Terrorism  makes  the  news- 
papers, but  the  law  and  order  that 
prevails  throughout  most  of  the  coun- 
try rarely  does.  Once  one  of  the  poor- 
est countries  on  the  face  of  the  globe.^ 
Mexico  today  belongs  to  that  handful 
that  has  made  the  transition  at  least 
to  the  middle  rank  in  living  standards. 

There  are  safe  and  convenient  ways 
for  Americans  to  invest  in  Mexico. 
You  can  buy  Mexican  shares  on  the 
Bolsa,  but  the  market  is  still  thin.  The 
easiest  way  is  through  the  "financier- 
as,"  investment  banks  that  are  like 
savings  banks  and  savings  &  loans  in 
the  U.S.  except  that  they  invest  then- 
funds  differently.  Where  U.S.  savings 
&  loans  take  short-term  deposits  and 
lend  long  term,  chiefly  for  real  es- 
tate, the  financieras  take  short-  and 
medium-term  deposits  and  lend  long 
term  to  industry.  (Mexican  commer- 
cial banks  are  restricted  by  law  to  six- 


month  lending. ) 

Nobody  knows  precisely  how  much 
U.S.  money  is  currendy  placed  with 
financieras,  but  a  good  guess  is  that 
the  total  is  around  $800  million.  This 
is  reasonably  sophisticated  money, 
much  of  it  from  people  attracted  as 
much  by  Mexico's  growth  and  stabil- 
ity as  by  the  high  interest  rates. 

Mexico,  which  has  staked  its  politi- 
cal stability  on  the  job-creating  po- 
tential of  rapid  industrialization,  has 
an  insatiable  appetite  for  this  land 
of  development  capital.  Loan  interest 
rates  reflect  the  demand:  Prime  busi- 
ness loans  go  for  up  to  18%,  home 
mortgages  for  up  to  14%,  personal 
loans,  18%.  With  the  country's  fast 
growth  rate  and  rapid  inflation,  these 
high  interest  rates  aren't  as  much  an 
inhibition  to  borrowing  as  they  would 
be  in  the  more  mature  U.S.  economy. 

Some  90  private  financieras  offer 
individuals  up  to  14.2%  gross  interest 
on  a  one-year  deposit  of  1  million 
pesos  ($80,000).  By  comparison,  for 
a  U.S.  $100,000  certificate  of  de- 
posit, the  maximum  current  savings 
&  loan  interest  is  7.75%;  the  bank  rate 
is  about  6.5%.  The  lowest  financiera 
interest  rate  on  a  no-minimum  peso 
demand  deposit— roughly  equivalent 
to  the  kind  of  U.S.  passbook  savings 
that  pays  5.25%-is  8.75%. 

Rates  vary,  as  they  do  in  the  U.S., 
according  to  the  duration  and  size 
of  deposit.  The  length  varies  from 
three  to  18  months.  There  is  a  sub- 
stantial premium  for  investing  in 
pesos  rather  than  dollars,  because  the 
peso  investment  bears  some  risk  from 
devaluation.  To  discourage  hot  mon- 
ey that  comes  in  this  year  and  goes 
out  next,  corporate  or  institutional 
accounts  are  not  eligible  for  Mexico's 
highest  interest  rates;  they  have  to 
settle  for  8.3%.  But  individuals  can 
still  get  the  14%.  Warning:  Watch 
out  for  promoters  who  offer  even 
higher  rates  than  that.  It's  illegal. 

The  government  sets  interest,  so 
financieras  cannot  compete  on  rates. 
Among  the  larger  and  more  stable  are 
Sociedad  Mexicana  de  Cr^dito  Indus- 
trial, Financiadora  de  Ventas  Bana- 
mex,  Financiera  Metropolitana,  Fi- 
nanciera Comermex,  Financiera  Bana- 
mex  and  Financiera  Bancomer. 

In  Tijuana,  just  across  the  Mexican 
border  from  California,  billboards  blos- 
som for  high-rate  returns  on  savings  as 
if  they  were  advertising  X-rated  movies. 
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It's  possible  to  invest  directly  with 
a  financiera,  but  because  of  language 
and  distance  barriers,  many  U.S.  in- 
vestors use  intermediaries— like  John 
Rhoads,  an  American  scholar-turned- 
financier  who  represents  a  big  Mexi- 
can investment  house,  Procorsa; 
Eugene  Latham  of  Mexletter  Invest- 
ment Counsel;  Carl  Ross  of  Inver- 
siones  Alba;  Allen  Lloyd  Associates 
6f  Guadalajara.  Some  major  U.S.  bro- 
kerage houses— Bache,  Loeb  Rhoades 
—also  arrange  deposits  in  financieras. 

Financieras  pay  brokers  one-half  of 
1%  commission  each  year  on  the  de- 
posits they  bring  in;  the  depositor 
pays  nothing.  There  is  an  $8  per 
$1,000  charge  to  convert  dollars  in- 
to pesos,  but  the  sum  is  returned 
when  the  reverse  conversion  occurs. 

Is  the  interest  taxable?  Of  course. 
U.S.  taxpayers  are  required  to  report 
foreign  bank  accounts  when  they 
file  their  tax  returns,  but  since  the 
U.S.  and  Mexico  have  no  reciprocal 
tax  treaty,  some  Americans  cheat: 
Though  unnumbered,  Mexican  ac- 
counts are  as  secret  as  any  Swiss  ac- 
count. Mexico  deducts  income  tax 
(at  21%)  from  the  interest  before  it  is 
paid;  so  a  14.2%  gross  rate  becomes 
12%  net.  But  U.S.  investors  get  a  U.S. 
tax  credit  for  that  amount. 

No  depositor  has  ever  lost  princi- 
pal or  authorized  interest  in  a  finan- 
ciera. By  tradition— though  not  by 
law— the  government  steps  in  when 
a  financiera  gets  into  trouble.  "The 
government  has  a  big  stake,"  says  one 
American  solicitor  of  investments.  "A 
loss  could  cause  a  flight  of  capital 
that  could  seriously  damage  Mexico's 


%  nnuiii 

°  eft 


deCom 


EBClO 


FORBES,    JULY    15,    1975 


This  announcement  is  under  no  circumstances  to  be  construed  as  an  offer  to  sell  or  as  a  solicitation  of  an  offer  to 
buy  any  of  these  securities.  The  offering  is  made  only  by  the  Prospectus  and  the  Circular. 


NEW  ISSUES 


June  20, 1975 


#125,000,000 


Manufacturers  Hanover  Corporation 

8%%  Notes  Due  December  1,  1982 

Interest  is  Payable  December  1  and  June  1 

Price  100% 

Plus  accrued  interest,  if  any,  from  June  1,  1975  to  date  of  delivery. 


#75,000,000 

Manufacturers  Hanover  Trust  Company 

8V2%  Capital  Debentures  Due  June  1,  1985 

Interest  is  Payable  December  1  and  June  1 

Price  99.75% 

Plus  accrued  interest,  if  any,  from  June  1,  1975  to  date  of  delivery. 

Copies  of  the  Prospectus  and  the  Circular  may  be  obtained  in  any  State  in  which  this  announcement  is  circulated 
from  only  such  of  the  undersigned  or  other  dealers  or  brokers  as  may  lawfully  offer  these  securities  in  such  State. 

Merrill  Lynch,  Pierce,  Fenner  8C  Smith  Salomon  Brothers 

Incorporated 

Blyth  Eastman  Dillon  8C  Co.     The  First  Boston  Corporation     Goldman,  Sachs  8C  Co.     Lazard  Freres  dC  Co. 

Incorporated 

Dillon,  Read  8C  Co.  Inc.  Loeb,  Rhoades  8C  Co.  Smith,  Barney  8C  Co.  Drexel  Burnham  QC  Co. 

Incorporated  Incorporated 

Halsey,  Stuart  8C  Co.  Inc.  Hornblower  8C  Weeks-Hemphill,  Noyes  E.  F.  Hutton  dC  Company  Inc. 

Affiliate  of  Bache  8i  Co.  Incorporated  Incorporated 

Keef  e,  Bruyette  8C  Woods,  Inc.  Kuhn,  Loeb  8C  Co.  Lehman  Brothers  Reynolds  Securities  Inc. 

Incorporated 

Wertheim  QC  Co.,  Inc.  White,  Weld  8C  Co.  Bear,  Stearns  &  Co. 

Incorporated 

Warburg  Paribas  Becker  Inc.  ABD  Securities  Corporation 


M.  A.  Schapiro  8C  Co.,  Inc. 
Shearson  Hayden  Stone  Inc. 


Robert  W.  Baird  8C  Co. 

Incorporated 


Basle  Securities  Corporation 


Bateman  Eichler,  Hill  Richards 

Incorporated 

Alex.  Brown  8C  Sons       Dain,  Kalman  8C  Quail       Daiwa  Securities  America  Inc.       F.  Eberstadt  8C  Co.,  Inc. 

Incorporated 

EuroPartners  Securities  Corporation         Robert  Fleming         Harris,  Upham  8C  Co.         Kleinwort,  Benson 

Incorporated  Incorporated  Incorporated 

Ladenburg,  Thalmann  8C  Co.  Inc.  McDonald  8C  Company  Moseley,  Hallgarten  8C  Estabrook  Inc. 


New  Court  Securities  Corporation 


Nomura  Securities  International,  Inc. 


The  Nikko  Securities  Co. 

International,  Inc. 

Piper,  Jaffray  8C  Hopwood     Wm.  E.  Pollock  8C  Co.,  Inc.     Prescott,  Ball  8C  Turben     R.  W.  Pressprich  QC  Co. 

Incorporated  Incorporated 

The  Robinson-Humphrey  Company,  Inc.  L.  F.  Rothschild  QC  Co. 

SoGen-Swiss  International  Corporation  Thomson  8C  McKinnon  Auchincloss  Kohlmeyer  Inc. 

Spencer  Trask  8C  Co.  Tucker,  Athony  8C  R.  L.  Day  UBS-DB  Corporation 

Incorporated 

Weeden  8C  Co.  Wood,  Struthers  dC  Winthrop  Inc.  Yamaichi  International  (America),  Inc. 

Incorporated 


whole  development  process." 

Over  the  past  ten  years,  four  or 
five  small  financieras  have  gotten  in- 
to trouble  offering  excess  interest  or 
making  bad  loans— but  the  govern- 
ment protected  depositors  from  legiti- 
mate losses  and  in  some  cases  jailed 
the  bankers  involved.  But  in  one 
highly  publicized  recent  case  the  gov- 
ernment did  not  step  in  because  the 
company  involved  put  depositors' 
money  (illegally)  into  a  credit  union, 
not  a  bank.  The  300  New  York  in- 
vestors either  ignored  or  didn't  un- 
derstand evidence  to  that  effect  and 
were  misled  by  the  Americans  run- 
ning the  company  to  believe  their  de- 
posits had  the  traditional  bank  safe- 
guards.   What   they   recover   depends 


on  the  bankruptcy  proceedings. 

While  it  is  small  and  medium-sized 
investors  who  contribute  most  of  the 
flow  of  U.S.  funds  into  the  financieras, 
the  big  money  and  the  smart  money 
goes  into  Mexico,  too.  In  spite  of  a 
horrendous  balance-of-trade  deficit, 
Mexico  so  far  has  had  no  trouble  fi- 
nancing its  needs  on  the  internation- 
al capital  markets  where  its  bonds 
carry  a  high  rating. 

John  Libby,  a  general  partner  of 
Kuhn,  Loeb  &  Co.,  which  has  been 
heavily  involved  in  Mexican  financing, 
has  this  to  say:  "A  good  indication 
of  how  sophisticated  investors  feel 
about  the  stability  of  Mexico  is  that 
U.S.  and  European  banks  with 
branches  in  Mexico  are  lending  huge 


amounts  of  money  to  the  country." 
They  are  doing  so  because  they  are 
betting  that  the  big  oil  discoveries 
in  Mexico  and  the  huge  investments 
in  its  natural  resources  and  infrastruc- 
ture are  soon  to  pay  off. 

Political  stability?  There  is  some 
talk  that  a  left-leaning  president  may 
succeed  the  middle-of-the-road  Luis 
Echeverria  when  his  term  expires  late 
next  year  (by  law,  Mexican  presidents 
are  limited  to  one  six-year  term).  But 
people  who  understand  the  Mexican 
system  tend  not  to  take  such  talk  very 
seriously.  "Our  politicians,"  a  smart 
young  Mexican  businessman  recently 
put  it,  "are  very  predictable.  They 
talk  to  the  people,  but  they  do  things 
for  business."  ■ 


Skinning  The  Cat 

As  usual,  there's  more  than  one  way  to 

do  it,  and  Middle  South  has  found  out  how. 


Floyd  Lewis,  chairman  of  Middle 
South  Utilities,  had  a  problem.  He 
was  being  driven  away  from  natural 
gas  by  the  shortage,  which  had 
made  him  cut  gas  usage  in  1970  from 
100%  of  his  fuel  needs  to  50%.  There 
were  no  hydro  sites  available  in  his 
service  area  (Louisiana,  Arkansas, 
Missouri,  Mississippi).  There  was  no 
viable  way  to  convert  his  boilers  to 
coal.  Nor  was  there  a  quick  pros- 
pect for  filling  in  with  nuclear  pow- 
er. What  Lewis  did  have  were  boil- 
ers capable  of  burning  oil  in  emer- 
gencies, and  three  oil-fired  units  com- 
ing on  stream  in  1975.  "There  were  a 
lot  of  scenarios  you  could  project," 
says  Lewis,  "but  they  all  came  up 
with  large  numbers  of  barrels  of  oil 
per  year." 

Oil?  That  didn't  seem  much  of  a 
prospect  either.  The  price  had  soared, 
long-term  contracts  were  unavailable, 
the  supply  was  uncertain.  So  Lewis 
did  what  he  had  to  do,  something 
few  other  utilities  have  done  in  post- 
New  Deal  days.  He  bought  into  a  new 
refinery  with  which  he  will  have  "a 
special  relationship"— thus  nabbing  a 
20-year  supply  of  low-sulfur  fuel  oil 
that  is  as  sure  as  any  utility  fuel  sup- 
ply can  be  these  days. 

"Ideally,"  says  Lewis,  "we  were 
looking  for  a  refinery  that  would  pro- 
duce nothing  but  low«sulfur  fuel  oil 
and  naphtha,  with  us  taking  all  the 
oil.  And  we  thought  that  substantial 
Arab  investment  might  be  desirable 
as  an  added  incentive  for  continuous 
operation."  Middle  South  had  settled 
on  two  such  ventures  in  1973,  only 
to  see  them  go  down  the  drain  when 
Arab-Israeli  hostilities  broke  out.  But 


the  word  was  out  that  Middle  South 
was  open  to  proposals. 

This  led  Frederic  B.  Ingram,  whose 
Ingram  Corp.  is  a  New  Orleans  neigh- 
bor of  Middle  South,  to  bring  up 
again  an  idea  that  he  had  first  dis- 
cussed before  the  1973  oil  embargo. 
It  involved  a  joint  venture  with  North- 
east Petroleum,  a  $364-million  New 
England  marketer  of  gasoline  and 
heating  oils  that  had  failed,  despite 
desperate  efforts,  to  build  its  own  re- 
finery. Ingram's  offer:  a  long-term  as- 
sured supply  of  low-sulfur  oil,  in  re- 
turn for  help  in  financing  the  con- 
struction of  a  refinery  designed  to  run 
on  high-sulfur  (sour)  crude,  the  most 
abundant  form. 

The  Wherewithal 

Long  negotiations  ultimately  led  to 
the  birth  of  Energy  Corporation  of 
Louisiana,  ECOL,  whose  $300-mil- 
lion,  200,000-barrel-per-day  refinery 
under  construction  in  Garyville,  La., 
35  miles  upriver  from  New  Orleans, 
is  the  only  major  refinery  now  being 
built  in  the  U.S.  Ingram  and  North- 
east each  put  up  half  of  the  $20-mil- 
lion  equity  capital.  A  14-bank  con- 
sortium led  by  Chicago's  First  Nation- 
al gave  a  ten-year,  $250-million  loan 
at  2%  above  the  prime  rate.  Mid- 
dle South  put  in  $67.5  million  in  sub- 
ordinated money  at  15.37%  per  an- 
num, lent  against  fuel  oil  deliveries 
of  50,000  barrels  per  day  through 
1987,  with  guaranteed  access  to  the 
same  amount  through  1997. 

Ingram  and  Northeast  hope  for  at 
least  a  15%  return  on  their  equity,  but 
for  Middle  South  the  oil  is  the  pay- 
off. Since  the  Securities  &  Exchange 


Commission  prohibits  utilities  from 
owning  equity  in  refineries,  this  is  as 
close  as  Middle  South  can  get  to  being 
in  the  business  itself.  Middle  South 
has  no  official  management  represen- 
tation at  ECOL,  but  it  might  as  well 
have.  "We  have  rights  to  informa- 
tion that  parallel  those  of  the 
banks,"  says  Lewis,  "and  we  have 
the  right  to  audit.  ECOL  has  to  con- 
sult with  us  on  other  contracts  for 
output  comparable  to  ours.  We've 
structured  it  so  they  have  to  sell  a 
part  of  the  product  competitively  in 
the  marketplace.  There  is  no  incen- 
tive for  them  to  sit  back  and  relax." 

Middle  South  cancelled  and  de- 
layed some,  but  not  all,  of  its  planned 
nuclear  and  coal  capacity  additions 
last  month.  Depending  on  how  much 
of  Middle  South's  planned  nuclear 
and'  coal  capacity  is  in  operation  in 
any  given  year,  the  18-million-bar- 
rel-per-year  oil  entitlement  from 
ECOL  should  cover  anywhere  from 
30%  to  70%  of  the  system's  total  oil 
requirements.  According  to  Lewis,  the 
arrangement  also  leaves  the  utility 
ample  room  to  contract  with  others. 
Lewis  admits  that  the  spot-market 
price  could  conceivably  fall  below 
what  Middle  South  will  be  paying 
ECOL  (a  formula  price  related  to  the 
cost  of  crude,  to  ECOL's  operating 
expenses  and  its  revenues  from  other 
grades  of  fuel ) ,  but  not  often. 

By  1984,  Lewis  expects  nuclear 
generation  to  provide  35%  of  Middle 
South's  power  output  and  coal  38%, 
with  gas  and  oil  chipping  in  a  mere 
16%  and  10.5%,  respectively.  But  un- 
til then  the  system  must  have  enough 
oil  to  tide  it  over.  That  $67.5-niillion 
investment  in  ECOL  is  small  po- 
tatoes compared  with,  say,  the  s 
tern's  $600-million  construction  bud 
get  in  1975.  But  it  could  be  crucial 
in  keeping  Middle  South  out  of  the 
ranks  of  fuel-short  utilities  in  the 
decade  ahead.   ■ 
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The  best  selling  books  in  America 

are  now  featured  monthly 

in  8  inflight  magazines. 
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l"m  truly  proud  to  announce 
at  East  West  Network's  inflight 
agazines  are  now  going  to 
elude  excerpts  of  books  right  off 
e  best  seller  list.  Yes.  we've  grown 
at  much. 

It's  something  I've  wanted  to  do 
r  a  long  time.  Like  other  people 
hose  business  requires  them  to 
kertain  and  travel  frequently.  I 


I  publish  them. 

miss  the  chance  to  keep  up  with 
the  best  sellers. 

Now,  our  inflights  offer  six 
best  selling  books  every  month.  I'm 
sure  that  this  will  be  a  nice  addition 
to  the  more  than  500  unduplicated 
editorial  pages  which  we  now  offer 
the  9.3  million  inflight  passengers 
who  board  our  airlines  every 
month.  We  are  constantly  making 


editorial  refinements  as  we  grow. 

I'm  Jeff  Butler.  You'll  be  hearing 
more  from  us  in  the  near  future. 


East/ West  Network,  Inc. 


&  Hotel  Inroom  Magazines 

for  Allegheny.  Continental.  Delta.  Hughes  Airwest. 
Ozark.  Pan  Am.  PSA.  United  and  Holiday  Inn 

Headquarters:  5900  W'ilshire  Blvd..  Suite  300.  Los 
Angeles.  California  90036  (213)  937-5810.  Offices 
in  sew  York.  Chicaqo.'San  Francisco  and  Miami 


...where  electric  energy  is  a  basic 

building  block  of  our  economy... 

where  increased  population  and 

expanding  industry  require  more 

and  more  power  from  our 

already  burdened  generating 

facilities. . .and  where  geo-  / 

graphical  and  environmental 

considerations  now  play  a 

major  role  in  power  plant  > 

siting. This  is  Marley's  world. 

The  Marley*  Company  f 

and  its  operating  , 

companies  are  helping  J 

electric  utilities  meet  this  ,    m 

demand  within  the 
limitations  placed  upon 
them.  Cooling  towers 
from  The  Marley  Cooling 
Tower  Company  take 
the  heat  off  power  plant 
cooling  water  so  it  can 
be  recirculated  to  cool  , 

again  or  returned  to  its 
source  at  an  acceptable 
temperature.  And  a  wide 
selection  of  cooling  tower 
designs  help  electric 
utilities  solve  their  siting 
problems.  Marfab  air-cooled 
heat  exchangers  allow  power 
plants  to  be  located  where 
limited  water  supplies  restrict 
conventional  water  cooling. 
Engineers  and  Fabricators,  Co., 
shell  and  tube  heat  exchangers 
meet  the  rigid  demands  of  nuclear 
power  plants.  Chicago  Heater  Com- 
pany, Inc.,  specializes  in  deaerating  the 
feed-water  that  goes  into  the  mammoth 
steam  boilers.  Layne-Western  Company, 
Inc.,  locates  new  sources  of  water  and 
conducts  soil  analyses  to  help  determine 
plant  siting.  General  Filter  Company 
supplies  water  and  waste  water  treatment 
equipment.  And  Marley  International,  Inc., 
serves  power  producers  throughout 
the  world. 

But  these  are  only  a  few  of  the  ways 
Marley  is  helping  today.  And  with  more 
than  50  years  and  60,000  megawatts  of 
experience  behind  them,  you  can  expect 
Marley  to  be  around  to  meet  the  challenges 
of  the  future.  Because,  as  our  need  for 
electric  energy  becomes  more  vital,  so  will 
the  services  of  The  Marley  Company. 
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The  Marley  Company,  Corporate  Headquarters,  5800  Foxridge  Drive,  Mission,  Kansas  66202,  (913)  362-1818 


Keeping  An  Eye 
On  The  Doctors 

Medicine  is  on  its  way 
to  becoming  the  first 
federally  regulated  profession. 


Medicine,  which  falls  somewhere  be- 
tween being  a  business  and  a  pro- 
fession, may  well  be  the  first  of  the 
disciplines  to  come  under  direct  fed- 
eral regulation.  In  fact,  that  is  al- 
ready beginning  to  happen.  The  ques- 
tion no  longer  is:  Should  Washington 
regulate?  Rather  it  is:  How  fast? 

Socialized  medicine?  Unlikely.  The 
federal  budget  can't  afford  it.  The 
doctors  would  fight  it  tooth  and  nail. 
The  public  probably  doesn't  want  it. 
But  what  seems  ahead  is  federally  reg- 
ulated medicine—much  as  we  have 
government-regulated  banking  or 
transportation. 

What  makes  regulation  likely  are 
two  things:  1)  Public  concern  over 
health  costs,  which  already  eat  up 
nearly  10%  of  the  gross  national  prod- 
uct; and  2)  the  doctors'  virtual  mo- 
nopoly in  medical  care.  Monopolies 
are  easier  to  regulate. 

To  be  sure,  the  doctors'  monopoly 
did  not  begin  as  a  conspiracy  to  re- 
strain trade.  The  doctors'  control 
over  supply  dates  back  to  1910  when 
the  American  Medical  Association 
sponsored  Abraham  Flexner's  great 
study  that  pointed  out  the  shocking 
deficiencies  of  U.S.  medical  edu- 
cation—the first  step  toward  its  total 
reform.  The  educational  uplift  had  its 
financial  analog:  Gathering  into  its 
hands  control  of  training  and  licens- 
ing, the  profession  thereby  also 
achieved  complete  control  over  the 
supply  side  of  the  medical  equation. 

What  neither  the  doctors  nor  the 
public  foresaw,  however,  was  the  ex- 
plosion in  the  demand  for  medical 
care  and  in  the  ability  to  pay  for  it, 
which  changed  the  nature  of  the  mo- 
nopoly. With  demand  galloping  and 
supply  creeping,  the  price  of  a  doctor's 
services  soared.  The  American  Medi- 
cal Association,  which  certainly  has  no 
incentive  to  overstate  doctors'  incomes, 
reports  that  in  1970  the  average  prac- 
ticing physician  grossed  $88,000  a 
year  and  netted  $50,000.  But  doctors' 
fees  have  risen  10%  a  year  since  then. 
So  $100,000-plus  and  $200,000-plus 
practitioners  are  far  from  rare. 

With  demand  exceeding  supply, 
M.D.s  fear  neither  price-cutting  nor 
recession.  "Their  asking  price  is  their 
settling  price,"  says  former  Health, 
Education  &  Welfare  Secretary  Wil- 
bur Cohen.  "For  a  mother  with  a  sick 


kid,  there's  no  market  economy.  She 
doesn't  want  a  service,  she  wants  a 
miracle— right  away  and  at  any  price." 

But  there  is  another  reason  why 
price  is  not  a  factor,  and  it  is  central 
to  the  changes  now  occurring  in  U.S. 
health  care:  In  at  least  two  out  of 
three  cases,  the  worried  mother 
doesn't  pay.  Her  insurance  company 
or,  increasingly,  the  Government  pays. 

This  excess  of  demand  over  supply 
is  partly  the  result  of  historical  fac- 
tors stretching  at  least  back  to  World 
War  II,  but  barely  noticed  at  the 
time.  Because  they  were  officially  dis- 
couraged from  negotiating  wage  hikes, 
unions  began  to  bargain  for  health- 
care coverage.  From  then  on,  medical 
services  increasingly  became  a  situa- 
tion where,  from  both  the  supplier's 
and  the  consumer's  viewpoint,  Some- 
body Else  Pays. 

Health  insurance  was  supplement- 
ed in  the  1960s  by  government  pay- 
ments like  Medicare  and  Medicaid. 
This  enabled  doctors  to  set  fees  and 
policy  as  they  chose,  hospitals  to  jack 
their  room  rates  to  over  $100  a  day 
in  many  big-city  hospitals,  and  once 
(but  no  longer)  underpaid  hospital 
workers  to  win  fat  raises.  In  a  re- 
cession year  with  inflation  easing  off, 
1975  health-care  expenditures  will 
climb  15%  to  $120  billion-nearly  10% 
of  the  GNP.  Clothing,  by  contrast, 
takes  under  7%. 

Enter  Big  Brother 

The  growth  of  government-  and  in- 
surance company-financed  medical 
care,  however,  changed  the  supply- 
demand  equation.  Where  previously 
supply  had  been  concentrated  and 
demand  fragmented,  now  demand  too 
began  to  be  concentrated.  Since 
Uncle  Sam  now  pays  25%  of  all  med- 
ical   bills,    increasingly    Washington's 


voice  has   begun  to  be  heard. 

Why,  with  U.S.  medical  care  among 
the  world's  best,  should  anyone  listen 
to  the  voice  of  government,  of  bu- 
reaucracy? One  answer,  of  course, 
is  that  medical  care  is  a  tempting 
target  for  politicians  looking  for  new 
goodies  to  promise  the  voters.  But 
there  is  more  to  it  than  that.  In  fact, 
what  started  out  as  a  gentle,  public- 
spirited  monopoly  has  lost  some  of 
its  beneficence.  For  example: 

•  A  New  Yorker  or  Los  Angeleno 
can  get  the  most  refined  forms  of 
medical  treatment,  but  a  North  Dako- 
tan  may  have  trouble  finding  some- 
one to  set  his  broken  arm.  This  is 
true  of  hospital  service. 

•  General  practitioners  are  scarce, 
but  the  U.S.  has  twice  as  many  sur- 
geons per  capita  as  the  British. 

•  Despite  the  relative  plethora  of 
surgeons,  operations  are  not  cheaper 
here.  Instead,  we  have  twice  as  many 
operations  per  capita  as  the  British. 

•  Nobody  knows  for  certain  how 
much  fee-jacking  goes  on  based  on 
the  knowledge  that  Somebody  Else 
Pays.  How  much  competitive  (and 
expensive)  hospital  expansion  goes  on 
in  some  areas,  wh'le  others  are  in 
desperate  need  of  facilities? 

•  All  too  often  physicians  recom- 
mend unnecessary  and  expensive 
treatment  or  hospitalization  because 
it  is  covered  by  insurance  or  paid  for 
by  the  Government. 

In  attacking  some  of  these  prob- 
lems, the  Government's  sharpest  stick 
is  Professional  Standards  Review  Or- 
ganizations, physician  groups  on  gov- 
ernment contract  to  review  medical 
care  in  their  area  and  enforce  pre- 
determined norms  of  practice.  Au- 
thorized by  Congress  in  1972,  this 
program  is  now  under  way  in  about 
a  third  of  the  country:  It  is  designed 
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Electronic  wizardry  is  convert- 
ing warfare  into  a  kind  of 
sparring  that  could  keep  the 
peace  — by  making  war  more 
futile  than  ever. 

One  side  invents  a  missile  that 
seeks  and  finds  aircraft.  Then  the 
other  side  comes  up  with  a  sys- 
tem to  make  the  missile  think  the 
airplane  is  somewhere  else. 

Then  a  missile  system  that 
can't  be  fooled.  Followed  by  a 
system  to  convince  the  missile 
that  the  plane  isn't  there  at  all. 
Point,  counterpoint.  And 
Grumman  is  there. 

Heat  or  missile. 

Under  development  at 
Grumman  are  infrared-emission 
devices  designed  to  decoy  heat- 
seeking  missiles  from  homing  in 
on  the  engine  heat  of  our  aircraft. 


Grumman  is  also  working  on 
devices  to  suppress  the  infrared 
emissions  from  our  aircraft 
engines  in  the  first  place,  to  give 
heat-sensing  missiles  nothing 
to  find. 

For  the  Navy,  Grumman's 
EA-6B  Prowler  jet  has  systems 
that  electronically  jam  the  radar 
signals  of  detection  and  attack 
systems.  For  the  Air  Force, 
Grumman  is  testing  the  EF- 1 1 1 A 
jet  that  will  fly  a  jamming  system 
at  supersonic  speed. 

Survival  rule:  be  alert. 

Besides  confusing  electronic 
warfare  systems,  Grumman  is 
also  busy  helping  keep  an  eye 
on  them.  Our  E-2C  Hawkeye 
surveillance  plane  can  monitor 
three  million  cubic  miles  of  air 
space  against  attack. 

In  the  lab  stage  is  a  Grumman 
system  to  watch  submarines  from 


Sometimes  a  false  impression 
is  the  best  kind  to  make. 


the  air,  and  an  airborne  counter- 
intelligence system. 

Grumman.  Where  people 
make  the  difference. 

The  common  denominator  of 
Grumman  is  people.  It  is  people 
with  a  particular  ability  to  take 
something  they  learn  in  one  tech- 
nology and  apply  it  to  another. 
People  with  the  imagination  to 
-•find  opportunity  in  what  some 
companies  would  regard  as  a 
problem. 

So  think  of  Grumman  not  just 
as  an  aircraft  company,  not  just 
as  a  remarkably  diversified  com- 
pany, but  as  a  company  where 
our  people  make  the  difference 
in  everything  we  make. 

Grumman  Corporation, 
Bethpage,  New  York  1 1714. 

GRUMMAN 
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to  hold  down  skyrocketing  health-care 
costs  by  making  the  individual  M.D. 
accountable  to  someone  else  besides 
malpractice  lawyers. 

"PSROs  are  going  to  affect  type  of 
care  given,  the  provider,  length  of 
treatment  and  the  setting  in  which  it 
is  rendered,"  says  Dr.  Henry  Sim- 
mons, former  head  of  HEW's  PSRO 
program.  "It's  going  to  have  a  very 
substantial  impact,  probably  more 
profound  than  anything  we've  ever 
done."  PSROs  must  approve  hospital 
admissions  and  set  standards  for  treat- 
ment and  length  of  stay  for  all  gov- 
ernment-financed patients.  If  treat- 
ment varies  significantly  from  the 
standard,  payment  to  the  hospital  is 
discontinued.  Massachusetts'  review 
program  saved  the  state  $6  million 
in  1974  by  cutting  the  average  Medi- 
caid-paid  hospital  stay  from  8.1  to 
7.5  days. 

The  policing  is  done  by  peers,  a 
principle  endorsed  by  the  AMA.  But 
with  Government  in  the  saddle,  the 
AMA  predicts  cost  control  will  en- 
danger quality  and  lead  to  "cook- 
book medicine."  Even  Dr.  Alan  Nel- 
son, himself  head  of  Utah's  PSRO, 
complains:  "The  regulation  puts  re- 
sponsibility for  peer  review  back  in 
the  bureaucracy."  He  makes  the  busi- 
nessman's standard  complaint  about 
government  regulation:  How  can  a 
Washington  bureaucrat  possibly  un- 
derstand our  problems?  But  the  day  of 
self-policing  is  probably  past. 

Besides  the  PSROs,  Washington 
has  yet  another  foot  in  the  medical 
door  via  the  Health  Maintenance  Or- 
ganization Act  of  1973.  This  requires 
employers  to  offer  their  employees  a 
choice  between  conventional  health 
insurance,  which  lets  them  choose 
their  own  doctors  but  pays  only  part 
of  the  cost,  and  membership  in  a 
prepaid    group-practice    organization. 

Many  doctors  bitterly  oppose  these 
group-health  maintenance  organiza- 
tions. As  a  salaried  employee  of  an 
HMO,  the  physician  loses  the  cher- 
ished status  of  being  his  own  boss— a 
sort  of  doctor/ priest/ businessman.  He 
loses  power,  too.  The  law  requires 
an  HMO^-to  be  controlled  by  a  board 
of  directors  made  up  equally  of  doc- 
tors, administrators  and  consumers. 

For  the  patient,  it's  a  trade-off, 
sacrificing  personal  care  for  guaran- 
teed access  to  a  full  range  of  medical 
services.  It  is  rather  like  switching 
from  corner  grocer  to  supermarket. 

Medical  •  education  and  hospital 
construction  are  two  more  doors 
where  the  Government  has  gotten  a 
foothold.  In  both  cases,  Washington 
pays  the  biggest  part  of  the  bill: 
nearly  $1  billion  for  construction  and 
$1.3  billion  for  education,  or  60%  of 
the    cost    of    training    a    doctor.    Not 


Mass  inoculations  only  add  to  the 
crowding  in  doctors'  offices. 

surprisingly,  the  Government  wants 
more  say  in  how  the  money  is  spent. 

Last  January  amendments  to  the 
Public  Health  Service  Act  created 
regional  Health  Systems  Agencies, 
which  will  start  operating  nationwide 
in  a  year  or  two.  They  will  review 
hospitals  and  other  medical  facilities 
in  their  areas  and  must  give  prior  ap- 
proval to  new  construction.  The  ma- 
jority of  directors  of  each  agency 
must  be  consumers.  Another  blow  to 
self-policing! 

"Of  all  the  bills  they've  ever  passed 
short  of  declaring  war,"  complains 
AMA  Executive  Vice  President  Dr. 
James  Sammons,  "this  is  the  most 
dangerous.  It  vests  decision-making 
power  in  the  hands  of  totally  unpre- 
pared people." 

However,  the  objective  is  sensible: 
to  reduce  costly  competition  between 
hospitals  serving  the  same  popula- 
tions. As  with  doctors,  so  with  beds. 
The  more  you  have,  the  more  pa- 
tients are  needed  to  keep  them  oc- 
cupied. Today,  physicians  must  some- 
times fill  a  quota  of  beds  in  order  to 
retain  hospital  privileges.  The  Gov- 
ernment argues  that  these  abuses  will 
not  be  cured  by  doctors  themselves. 

Finally,  the  Government  may  use 
its  educational  grants  to  influence 
where  and  what  doctors  practice.  To 
correct  the   maldistribution  of  physi- 


cians, Congress  may  require  a  tour 
in  the  Public  Health  Service  for  young 
doctors  who  do  not  repay  federal 
aid  to  medical  schools— now  about 
$11,500  per  graduate.  For  a  student 
who  also  needs  loans,  the  service  pe- 
riod could  be  as  long  as  eight  years. 

The  same  legislation,  backed  by 
Senator  Edward  Kennedy  (Dem., 
Mass.)  and  Representative  Paul  Rog- 
ers (Dem.,  Fla. ),  would  also  limit 
the  number  of  medical  residencies 
and  authorize  HEW  to  parcel  them 
out  among  hospitals.  Specialization 
requires  a  residency,  and  since  most 
doctors  eventually  settle  in  that  same 
location,  the  effect  will  be  federal 
pressure  on  where  physicians  live. 

It  all  adds  up  to  regulation  of  ev- 
ery aspect— manpower,  plant,  financ- 
ing and  professional  practice— of  what 
was  until  recently  the  nation's  least 
regulated  economic  activity.  As  Dr. 
Thomas  Ballantine,  a  neurosurgeon 
who  heads  Massachusetts  PSRO  sup- 
port organization,  observes,  "The  phy- 
sician has  been  very  slow  to  under- 
stand that  delivery  of  medical  care  is 
now  a  political  process  and  that  he 
must  become  involved  in  the  wider 
issues.   That's  why  I'm  sitting  here." 

Bureaucratic  hassles  aside,  chances 
are  that  the  doctor  will  come  out, 
as  he  has  in  the  past,  rolling  in  mon- 
ey. Washington's  Group  Health  Asso- 
ciation, which  the  AMA  so  strongly 
opposed  40  years  ago,  now  attracts 
more  doctors  than  it  can  hire.  Salaries 
start  above  $30,000  and  approach 
$60,000  for  doctors  with  eight  years' 
seniority.  Fringe  benefits  total  $20,000, 
and  the  five-day  week  demands  about 
20  hours  less  than  most  other  physi- 
cians put  in.  The  average  physician, 
who  nets  $50,000  and  works  a  55- 
hour  week,  doesn't  come  out  any  bet- 
ter than  a  first-year  internist  at  GHA. 

Age  Split 

The  point  is  not  lost  on  younger 
physicians.  A  poll  of  Harvard  medical 
students  taken  in  1959  found  that 
fewer  than  10%  favored  group  practice 
or  national  health  insurance.  Of  those 
polled  in  1971,  98%  favored  group 
practice  and  81%  wanted  national 
health  insurance.  The  split  carries 
over  to  practicing  physicians  as  well. 
Where  only  one-third  of  those  over 
45  favor  PSROs,  the  corresponding 
figure   for   doctors   under   45   is   55%. 

So  the  days  of  rugged  individualism 
in  medicine  are  fading.  The  change 
won't  be  an  unmitigated  disaster  for 
the  doctors.  Nor  will  it  be  all  gravy 
for  the  consumers,  since  regulation 
means  bureaucracy.  But  this  is  the 
way  things  are  going,  and  the  doctor 
of  the  future,  though  probably  just  as 
prosperous,  will  be  less  a  free  agent 
than  he  was.   ■ 
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The  Big  Wheel 


Amsted's  basic  business  is  both  cyclical  and  rather  old  hat— 
which  is  precisely  why  it  is  such  a  good  business. 


For  sheer  financial  glamour,  railroad 
wheels  would  seem  to  rank  with 
horseshoes,  and  President  Goff  Smith 
and  Chairman  Joseph  B.  Lanterman 
would  just  as  soon  have  people 
think  this  was  so.  When  Amsted  In- 
dustries, Inc.  ends  its  fiscal  year  this 
September,  it  will  probably  have 
earned  about  $12  a  share— 20%  on 
stockholders'  equity— on  total  sales  of 
something  over  $500  million.  Wheels 
are  one  of  the  biggest  items  in  that 
extraordinary  profitability. 

Railroad  wheels?  Yes.  Just  follow 
this  arithmetic:  The  average  railroad 
car  uses  eight  wheels.  U.S.  factories 
now  turn  out  about  70,000  new  cars 
a  year;  that's  560,000  wheels.  Re- 
placement wheels  for  older  cars  run 
to  about  850,000.  In  all,  about  1.4 
million  wheels. 

Amsted  has  an  annual  capacity  of 
about  700,000  wheels  and  a  patented 
method  for  casting  them.  Against 
competition  from  U.S.  Steel,  Bethle- 
hem Steel  and  Illinois  Central  Indus- 
tries, Amsted  supplies  about  half  the 
U.S.'  railroad  industry's  require- 
ments—which means  that  Amsted's 
plants  are  now  running  at  close  to  full 
capacity,  a  very  profitable  way  to  be. 

At  $150  a  wheel,  Amsted  probably 
will  gross  between  $100  million  and 
$120  million  from  wheels  this  year. 
At  10  cents  net  on  the  sales  dollar, 
a  conservative  estimate,  Amsted  must 
be  netting  about  $10  million  to  $12 
million,  about  $5  a  share,  from  this 
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business.  Put  in  another  way,  on  less 
than  25%  of  total  sales,  wheels  are 
providing  about  40%  of  the  company's 
net  profits. 

To  hold  on  to  this  lucrative  mar- 
ket, Amsted  is  building  additional 
wheel  capacity  at  Keokuk,  Iowa. 

You  might  wonder  why  this  busi- 
ness is  doing  so  well  at  a  time  when 
the  railroads  are  flat  on  their  backs. 
The  answer  is  that  railroad  equip- 
ment is  a  long  lead-time  business;  the 
industry  is  still  running  off  the  big 
backlogs  it  built  up  last  year  when  the 
railroads  were  actually  short  of  equip- 
ment. "We're  in  an  industry  that  has 
been  cyclical  since  the  beginning  of 
time,"  President  Smith  says.  But  he 
says  it  without  regret,  because  he  is 
well  aware  that  cyclicality  is  what 
keeps  rivals  from  entering  the  busi- 
ness or  expanding,  and  thus  makes  it 
possible  for  Amsted  to  make  outsized 
profits  in  good  years. 

Besides  wheels,  Amsted  also  makes 
freight-car  trucks  that  are  made  up 
of  two  side  frames  and  a  bolster.  As 
competitors  have  cut  back  or  dropped 
out,  Amsted  has  steadily  increased 
its  market  share  in  these  homely  but 
necessary  products. 

The  car-building  industry's  back- 
log is  down  now,  from  95,000  units 
last  year  to  about  68,000  at  the  end 
of  May.  But  that  won't  hurt  for  quite 
some  time,  since  the  industry's 
total  capacity  is  now  only  about 
75,000  cars.  Assuming  that  the  econ- 


omy turns  up  before  1975  is  over, 
new  orders  should  turn  up  long  be- 
fore the  current  backlog  is  worked  off. 

Recognizing  that  the  industry  is 
cyclical,  many  suppliers  have  con- 
centrated on  other  businesses.  Am- 
sted, under  Lanterman  and  Smith, 
has  not  neglected  diversification,  but 
neither  has  it  turned  its  back  on  its 
basic  business.  It  has  done  quite  well 
with  industrial  equipment  such  as 
wire  rope,  roller  chains  and  piston 
pins,  which  last  year  provided  28%  of 
sales  and  40%  of  net  income.  But  the 
construction  materials  business  (water 
pipes,  waste  pipes  and  gas  distribu- 
tion pipes)  was  hit  by  the  construc- 
tion slump  and  lost  $200,000  before 
taxes  on  nearly  $140  million  in  sales. 
The  company  has  the  for-sale  sign  up 
at  its  South  Bend  Lathe  division,  and 
since  June  1973  it  has  shut  down 
other  unprofitable  product  lines. 

Meanwhile,  the  wheel  business  just 
goes  rolling  along.  You  can't  run  a 
railroad,  even  an  unprofitable  one, 
without  wheels,  and  wheels  are  wear- 
ing out  faster  than  they  used  to.  It's 
not  that  they  are  less  durable;  rather, 
the  railroads  are  turning  cars  around 
faster  to  husband  scarce  capital  and 
are  tending  to  load  them  more  heavi- 
ly. All  this  shortens  wheel  life. 

Even  with  a  cosdy  switch  to  last- 
in,  first-out  accounting,  Amsted  re- 
ported for  fiscal  1974  the  best  earn- 
ings in  its  history,  $6.68  a  share;  it 
has  earned  almost  that  much  already 
in  1975.  However,  Wall  Street  isn't 
cheering.  Amsted  currendy  sells  at 
nearly  four  times  expected  1975  earn- 
ings. The  stock  pickers,  it  seems, 
would  rather  lose  money  with  com- 
puters and  electronics  than  make 
money  with  railroad  wheels.  ■ 


Wheel  King  Goff  Smith  makes  more  of 
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them  than  anyone  in  the  world  does. 
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WATS  changed  all  that  for 
C/P  Products. 

When  the  camping  and  recreational  vehicle 
industry  began  to  change,  so  did  C/P  Products, 
a  leading  distributor.  One  way  was  to  get 
more  mileage  out  of  salesmen  by  keeping  them 
in  one  place.  C/P  closed  three  of  four  field 
sales  offices  and  consolidated  75%  of  the  sales 
force  back  at  headquarters  in  Elkhart,  Indiana. 
Then  the  C/P  salesmen  got  on  their  new 
WATS  lines  and  called  customers  all  over, 
inviting  them  to  place  their  orders  via  the  new 
toll  free  800  number.  Ads,  bill  inserts  and  the 
Spring  catalog  also  played  up  the  800  number. 
C/P  figures  the  move  has  brought  in  more 
business  by  increasing  the  productivity  of  the 
sales  force  at  least  50%  annually.  And  this 
is  only  one  way  C/P  Products  uses  WATS. 
Our  WATS  experts  are  waiting  to  tell 
you  more.  Waiting,  too,  to  help  you  figure 
how  WATS  can  change  things  for  you. 
For  more  information  and  literature,  call  toll 
free  from  anywhere  in  the  U.S.  (except  Alaska 
and  Hawaii)  800-821-2980.  In  Missouri,  call 

800-892-2217. 

WIDE  AREA  TELECOMMUNICATIONS  SERVICE. 

WATS 

can  change 
all  that 


Faces  Behind  the  Figures 


"I  Never 

Asked  Myself  That" 

Philip  Hart  is  the  only  U.S.  senator 
with  a  full  beard.  He's  about  as  pop- 
ular with  most  businessmen  as  Allen 
Ginsberg  would  be  at  a  meeting  of 
Gillette's  board  of  directors. 

A  three-term  veteran  and  the  Sen- 
ate's chief  trustbuster,  Hart  (Dem., 
Mich.)  for  years  has  been  pushing  a 
bill  to  break  up  companies  in  any  in- 
dustry if  four  or  fewer  firms  have  50% 
of  the  market.  As  far  as  Hart  is  con- 
cerned, bigness  is  badness,  and  he  has 
not  been  very  interested  in  the  sub- 
tleties. But  if  many  businessmen 
found  his  views  infuriating,  they  had 
to  concede  that  he  was  an  honest,  in- 
telligent and  hardworking  proponent 
of  his  beliefs— a  fine  senator. 

Hart,  62,  is  retiring  from  the  Sen- 
ate when  his  term  expires  in  1977. 
"Mainly  because  of  the  calendar,"  he 
says.  "I'd  be  70  at  the  end  of  a  fourth 
term."  Despite  the  years,  Hart's  be- 
liefs haven't  softened.  "What  we  real- 
ly need  in  this  country  is  income  re- 
distribution," he  told  Forbes  in  a 
parting  visit.   "I  probably  would  not 


Senator  Hart 


confess  it  if  I  were  going  to  stay  in 
office,  but  I  have  come  to  see  that  as 
long  as  we  have  the  profit  motive, 
there'll  be  damn  little  redistribution. 
Everybody  says,  'I've  fought  like  hell 
to  get  where  I  am. 

In  short,  Hart  would  just  as  soon 
abolish  the  profit  system.  "If  I  could 
see  a  way  to  eliminate  the  bad  dis- 
tribution of  an  economy  fueled  by 
profit,  I  might  soften  my  statement. 
But  what  we've  got  is  a  machine  purr- 
ing along  and  no  one  to  insure  equit- 
able distribution  of  the  machine's 
output.  As  long  as  relatively  few  in- 
fluential people  benefit,  Congress 
won't  change  things. 

"Unless  a  revolution  comes,"  Hart 
continues,  "we'll  always  find  that  in- 
come disparity.  With  profit  as  the  en- 
gine, you  can't  expect  people  who 
have  wealth  to  give  it  up.  I  don't." 

Why  not?  Hart,  whose  wife  inheri- 
ted a  chunk  of  Detroit's  Briggs  auto 
body  fortune,  seemed  genuinely  trou- 
bled. "Well,"  he  hestitated,  "I  admire 
monastic  orders  and  I  do  give  a  pretty 
fair  share  to  charity,  but,  but .  .  . 
that's  a  tough  question.  I  never 
asked  myself  that."  ■ 


Not  So  Simple, 
Simon  Says 

Money  isn't  the  only  thing  in  short 
supply  at  the  U.S.  Treasury.  In  the 
past  month,  six  of  the  Department's 
12  top  officials  have  announced  their 
departures.  The  list  includes  third- 
ranking  Under  Secretary  Jack  Bennett 
(Forbes,  May  1)  and  half  the  com- 
plement of  assistant  secretaries. 

The   exodus   prompted   speculation 


that  Treasury's  bigwigs  are  unhappy 
with  Administration  policies— especial- 
ly the  unpopular  floor-price  approach 
to  curbing  oil  imports  being  touted 
by  the  State  Department.  With 
Henry  Kissinger  calling  the  shots  on 
international  economics  and  Trea- 
sury Secretary  William  Simon's  bal- 
ance-the-budget  views  rejected  at 
home,  disillusionment  at  Treasury 
seems  natural. 

Not   so,   claims   Simon,   denying   a 


Secretary  Simon 


rift  with  State:  "When  they  talk 
about  the  supposed  'conflict,'  people 
forget  that  the  missions  of  the  two 
departments  differ.  We're  necessarily 
conservative.  Our  beliefs  look  toward 
a  sound  dollar  and  a  stable  econo- 
my. That  often  bumps  heads  with 
political  reality.  So  you  have  disagree- 
ments that  the  President  settles." 

Though  Treasury  has  lost  a  lot  of 
those  battles,  Simon  prefers  another 
explanation  for  the  wholesale  resigna- 
tions: small  paychecks. 

Bennett,  who  managed  the  federal 
debt,  took  a  hefty  salary  cut  when 
he  left  his  job  four  years  ago  as  an 
Exxon  vice  president.  "Jack  made  a 
real  sacrifice,"  explains  Simon,  "and  a 
lot  of  trips  to  the  bank  to  borrow 
money."  Only  some,  apparently,  were 
on  his  employer's  behalf. 

"We've  lost  over  100  career  men 
during  the  past  year  because  of  salai 
ies,"  Simon  adds,  "long-term  top  peo- 
ple see  their  pay  frozen  at  $36,000. 
If  they  retire,  they  can  get  75%  of 
base  pay  and  a  yearly  cost-of-living 
increase.  Pretty  soon,  they're  making 
more— just  on  benefits." 

But  it's  power,  not  money,  thai 
brings  many  good  men  to  Washing- 
ton.  Right  now  Treasury  has  less  ol 
that  than  it  is  accustomed  to— and  the 
effect  may  be  showing.   ■ 
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Monsanto 

COMPANY 

$175,000,000 
8V2%  Sinking  Fund  Debentures  due  June  15, 2000 

Price  99.50% 


Plus  accrued  interest  from  June  15,  1975 


$100,000,000 
8%  Notes  due  June  15,  1985 

Price  100% 

Plus  accrued  interest  from  June  15,  1975 


Upon  request,  a  copy  of  the  Prospectus  describing  these  securities  and  the  business  of  the 
Company  may  be  obtained  within  any  State  from  any  Underwriter  who  may  legally 
distribute  it  within  such  State.  The  securities  are  offered  only  by  means  of  the  Prospectus, 
and  this  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  any  offer  to  buy. 


The  First  Boston  Corporation 
Blyth  Eastman  Dillon  &  Co. 

Incorporated 

Hornblower  &  Weeks-Hemphill,  Noyes 

Incorporated 

Kuhn,  Loeb  &  Co.  Lehman  Brothers 

Incorporated 


Goldman,  Sachs  &  Co. 
Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

Drexel  Burnham  &  Co. 

Incorporated 

E.  F.  Hutton  &  Company  Inc. 


Salomon  Brothers 


Loeb,  Rhoades  &  Co. 


Halsey,  Stuart  &  Co.  Inc. 

Affiliate  of  Bache  &  Co.  Incorporated 

Kidder,  Peabody  &  Co. 

Incorporated 

Paine,  Webber,  Jackson  &  Curtis 

Incorporated 


Reynolds  Securities  Inc.     Smith,  Barney  &  Co.     Wertheim  &  Co.,  Inc.     White,  Weld  &  Co.     Dean  Witter  &  Co. 


Bear,  Stearns  &  Co. 


Incorporated 

L.  F.  Rothschild  &  Co. 


Incorporated  Incorporated 

Shearson  Hayden  Stone  Inc.       Shields  Model  Roland  Securities 

Incorporated 

Weeden  &  Co.  ABD  Securities  Corporation  American  Securities  Corporation  Alex.  3rown  &  Sons 


Incorporated 


Dominick  &  Dominick,         F.  Eberstadt  &  Co.,  Inc.         EuroPartners  Securities  Corporation  Robert  Fleming 


Incorporated 

Harris,  Upham  &  Co. 

Incorporated 

Moseley,  Hallgarten  &  Estabrook  Inc. 
Piper,  Jaf fray  &  Hopwood 

Incorporated 

SoGen-Swiss  International  Corporation 
Spencer  Trask  &  Co. 

Incorporated 

C.  E.  Unterberg,  Towbin  Co. 


Kleinwort,  Benson 

Incorporated 

New  Court  Securities  Corporation 
Wm.  E.  Pollock  &  Co.,  Inc. 


Incorporated 

Ladenburg,  Thalmann  &  Co.  Inc. 
Oppenheimer  &  Co.,  Inc. 


R.  W.  Pressprich  &  Co. 

Incorporated 

Thomson  &  McKinnon  Auchincloss  Kohlmeyer  Inc. 
Tucker,  Anthony  &  R.  L.  Day  UBS-DB  Corporation 

Wood,  Struthers  &  Winthrop  Inc. 


June  19, 1975 


Faces  Behind  the  Figures 


Consultant  Bigel 


"We  Did 

A  Little  Study" 

New  York's  11,000  garbagemen— 
who  earn  $16,500  a  year  on  average 
and  can  retire  on  halfpay  after  20 
years— owe  a  lot  to  Jack  Bigel.  The 
taxpayers,  however,  have  no  reason 
at  all  to  feel  grateful  to  him.  Bigel, 
62,  is  a  pension  consultant  and  eco- 
nomic adviser  to  25  or  so  New  York 
City  municipal  unions.  But  it  is  the 
sanitation  men,  headed  by  Bigel's  old 
pal  from  organizing  days,  John  De- 
Lury,  who  are  his  first  allegiance. 

New  York's  cops  and  firemen 
started  getting  their  lavish  retirement 
contracts  back  in  the  early  1940s, 
leaving  the  sanitation  men  far  behind. 
But  in  1957  Bigel,  an  economist  with 
a  master's  degree  from  Columbia,  be- 
gan producing  facts  and  figures  show- 
ing that  the  city's  sanitation  men 
faced  grave  on-the-job  hazards,  too. 
Before  such  logic,  the  politicians 
caved  in.  They  did  so  again  when 
Bigel  produced  similar  figures  cover- 
ing bus  and  subway  workers.  "Bigel's 
stuff  is  very  good,"  admits  a  staffer 
in  the  New  York  City  comptroller's 
office.  "He  beats  the  hell  out  of  the 
city  every  time." 

For  his  services,  Bigel  and  his  firm, 
Program  Planners,  Inc.,  gross  over 
$1  million  a  year.  He's  probably  worth 
every  penny  of  it  to  his  clients.  Bigel 


not  only  has  a  knack  with  numbers; 
he  has  a  knack  for  dealing  with  im- 
portant people  too.  Because  of  his 
low  profile  and  closed  mouth,  he  can 
move  effectively  between  the  city's 
union  halls  and  the  inner  chambers 
of.  its  politicians— though  he  himself 
denies  it.  "We  don't  manipulate  any- 
body," he  says.  "In  my  areas,  the 
facts  do  the  speaking." 

Mayor  Abraham  Beame  has  lifted 
his  ax  to  chop  the  city's  payroll  and 
pension  costs  as  much  as  he  can. 
Bigel  has  scurried  off  to  dig  up  more 
numbers  to  blunt  its  edge. 

"One  of  the  shibboleths  is  that  this 
city  is  going  broke  because  of  high 
wages,"  he  argues.  "So  we  did  a  lit- 
tle study.  New  York  is  only  the  fourth- 
highest  wage-rated  area;  Los  Angeles 
is  first,  followed  by  Detroit  and  San 
Francisco."  Also  in  the  study  were 
Bigel's  calculations  of  what  would  re- 
sult if  the  sanitation  men— as  threat- 
ened—were forced  into  a  four-day 
week:  52,305  tons  of  uncollected  gar- 
bage after  just  four  weeks,  and 
170,000  tons  after  13  weeks. 

Maybe  Bigel  should  do  a  little 
study  on  where  the  money  is  coming 
from  to  pay  the  benefits  that  his  oth- 
er studies  show  are  necessary.  "I 
have,"  says  Bigel,  who  claims  that 
Mayor  Beame  has  used  some  of  his 
data   to   draw   up   budget   proposals. 

As  we  said,  Bigel  gets  around.   ■ 


A  Cut  In  Time 

Ogilvy  &  Mather  has  a  reputation 
as  a  classy,  highly  creative  advertising 
agency.  The  fact  is,  it  is  a  well-run 
business,  too.  Since  it  went  public  in 
1966,  its  fees  and  commissions  have 
more  than  trebled,  to  $83  million.  Its 
per-share  profits  have  gone  in  an  un- 
broken line  from  88  cents  to  $3.02. 

And  what  about  this  year's  reces- 
sion, with  clients  presumably  looking 
for  ways  to  cut  their  ad  budgets? 
Some  two-thirds  of  the  30  largest 
agencies  polled  recently  by  the  Amer- 
ican Association  of  Advertising  Agen- 
cies expect  lower  profits  this  year.  But 
not  O&M's  John  (Jock)  Elliott  Jr.,  54, 
who  has  just  succeeded  David  Ogil- 
vy, the  creative  Britisher,  as  chair- 
man. Elliott  figures  on  a  gain  from 
O&M  in  1975,  and  a  13%  profit  in- 
crease for  the  first  quarter  shows  he's 
on  the  track. 

Elliott  now  runs  the  business,  al- 
though Ogilvy,  64,  is  still  frequently 
on  the  telephone  from  his  chateau  in 
the  south  of  France.  It  was  Elliott  who 


built  up  the  American  arm  of  Ogil- 
vy's  largely  British  agency  to  the  point 
where  it  chipped  in  44%  of  last  year's 
$523  million  in  billings  and  55%  of 
net  profits.  The  U.K.  now  accounts 
for  21%  of  billings  and  35%  of  profits. 
The  rest  comes  mainly  from  Germany, 
Canada  and  Australia. 

Elliott  believes  that  going  public  has 
forced  Ogilvy  &  Mather  to  be  more 
businesslike.  "Having  to  pay  close  at- 
tention to  our  earnings  record  has 
made  us  all  much  more  disciplined," 
he  says.  One  result:  "Toward  the  end 
of  1973  we  began  to  see  rough  wa- 
ters ahead,  so  we  put  a  freeze  on  sal- 
aries and  hiring.  In  the  U.S.  we  now 
have  only  3.6  people  on  the  payroll 
per  each  million  dollars  of  billings 
against  about  eight  people  per  mil- 
lion in  years  gone  by." 

Unlike  most  advertising  agencies 
that  went  public,  O&M  has  done  quite 
well  by  its  outside  stockholders.  O&M 
stock  today  is  4&  times  its  1966  level, 
and  dividends  have  increased  fivefold. 
Jock  Elliott  and  David  Ogilvy  can 
be  proud  of  that.   ■ 


Elliott  of  Ogilvy  &  Mather 
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Just  a  lump  of  coal. 
But  someday  it  can  help  solve 
the  critical  natural  gas  shortage. 


Half  the  energy  for  America's 
industry  is  provided  by  natural 
gas.  Getting  more  is  vital  to 
our  country's  economic  health. 
Millions  of  jobs  depend  on  gas. 
Most  products  you  use  are  re- 
lated to  it  in  some  way. 

That's  why  the  gas  people  are 
working  on  new  ways  to  get 
gas,  like  turning  coal  into  clean  gas 
energy.  Pilot  plants  are  making 
gas  from  coal  now.  By  1980  com- 
mercial production  should 
begin  on  a  growing  scale.  We  are 
also  drilling  far  and  wide  for 


gas.  Up  in  the  Arctic.  Out  in  the 
Gulf  of  Mexico.  In  the  tight 
rock  formations  of  the  Rockies. 

The  natural  gas  industry  is 
doing  everything  in  its  power  to 
get  more  gas.  But  this  involves 
many  factors  beyond  the  industry's 
control.  We  want  you  to  know 
the  need  is  urgent.  We  also  need 
your  understanding  and  co- 
operation if  we  are  to  get  more  gas 
for  America. 

Use  gas  wisely.  It's  clean  energy 
for  today  and  tomorrow.  ACA 


American  Gas 
Association 


The  Funds 


Mutual  Funds  For  Commodity  Futures 


Mutual  funds,  speculative  as  they 
sometimes  are,  seemed  far  removed 
from  the  furor  of  commodity  trading, 
but  that  was  before  the  arrival  of  the 
latest  "concept":  to  combine  the  two 
into  a  fund  that  trades  margined  fu- 
tures contracts.  And  there  is  no  lack 
of  promoters  anxious  to  tout  the  new 
hybrids'  advantages. 

"The  reasons  funds  got  started  in 
stocks  are  just  as  valid  in  the  futures 
markets,"  argues  Neil  Aslin,  vice  presi- 
dent of  Conti  Commodities,  Continen- 
tal Grain's  brokerage  subsidiary.  "A 
small  investor  gets  professional  man- 
agement and  diversification.  There's 
another  plus:  Normally,  if  you  put 
$5,000  into  commodities,  you  can  lose 
$50,000.  Under  a  limited  partnership 
[the  way  most  commodity  "funds" 
are  organized],  you  can't  lose  more 
than  your  initial  investment." 

All  technically  true,  but  futures 
funds  also  have  many  of  the  dangers 
inherent  in  any  heavily  margined  trad- 
ing. Their  managers  normally  limit 
the  amount— usually  about  20%— of  to- 
tal capital  they  will  invest  in  any  one 
commodity.  But  that  still  means  it's 
possible  to  blow  the  entire  fund  in  just 
five  days  if  there  are  that  many  con- 
secutive limit  moves  on  light  trading 
against  the  fund's  position.  In  the 
spring  of  1974  the  silver  market,  for 
example,  went  on  just  such  a  binge. 

Despite  the  problems,  experts  esti- 
mate that  there  is  now  about  $30  mil- 
lion in  managed  money  playing  com- 
modities. Most  of  this  is  in  small,  pri- 
vate intrastate  ventures  that  need  not 
register  with  the  Securities  &  Ex- 
change Commission.  The  minimum 
investment  is  often  $50,000. 

For  the  less-than-rich,  Heinold 
Commodities,  a  subsidiary  of  DeKalb 
AgResearch,  Inc.,  registered  two  of- 
ferings earlier  this  year  with  a  min- 
imum investment  of  just  $5,000.  Other 
brokerage  firms  were  so  impressed 
with  Heinold's  success  that  several— in- 
cluding Conti,  Geldermann  &  Co.  and 
Rosenthal  &  Co.— have  similar  projects 
in  the  works,  though  full-line  houses 
like  Bache  and  Merrill  Lynch  haven't 
yet  shown  an  interest.  "These  things 
are  more  complex  to  set  up  than  dou- 
ble canasta,"  says  a  lawyer  who  is  ad- 
vising several  would-be  offerers,  "but 
there's  a  real  rush  to  get  them  out." 

Heinold's  Pro-Corn  I  Fund  started 
off  with  $6.5  million  in  January  and 
now  stands  at  about  $6.7  million,  off 
considerably  after  a  quick  run  up  to 
$7.2  million.  Though  six  months  isn't 


a  fair  period  to  judge  any  fund's  per- 
formance, that  works  out  to  a  less- 
than-10%  yield  on  an  annualized  ba- 
sis—not very  impressive,  given  the 
downside  risk. 

One  thing  is  certain,  however, 
about  the  Pro-Corn  Fund.  Its  com- 
mission structure  and  interlocking  re- 
lationships make  it  clear  that  the  pro- 
moters will  do  well  even  if  the  fund 
and,  therefore,  the  investors  do  not. 
Heinold  is  both  Pro-Corn's  general 
partner  (like  the  management  com- 
pany in  mutual  fund  parlance)  and 
its  broker.  Heinold  also  has  close  ties 
with  Cis-Com,  the  fund's  computer- 
ized investment  manager. 

As  its  fee,  Cis-Com  receives  20% 
of  the  fund's  appreciation— not  unusu- 
al by  commodity  management  stan- 
dards. In  addition,  however,  Cis-Com 
gets— directly  from  Heinold,  not  from 
the  fund— a  payment  equal  to  1%  of 
the  net  assets  each  month  if  Hein- 
old's monthly  commissions  exceed  3.2% 
of  the  fund's  net  assets. 

Cynics  translate  that  as  an  incen- 
tive to  churn  the  account,  and  on 
that  score  the  prospectus  offers  little 
comfort.  "Annual  brokerage  fees,"  it 
says,  "may  approximate  35%  of  the 
partnership    equity."    In    stocks    that 


would  clearly  be  churning  and  would 
get  somebody  into  trouble. 

Another  reason  for  that  high  figure 
may  be  Heinold's  rate  structure,  some 
20%  above  published  minimums.  Big 
commodity  accounts  normally  ne- 
gotiate commissions  about  50%  be- 
low minimum,  but  the  fund's  con- 
tract bars  it  from  negotiating  with 
Heinold. 

To  top  it  all  off,  the  fund  will  wise- 
ly keep  40%  of  its  total  capital  un- 
committed and  available  for  margin 
calls.  Who  gets  the  interest  on  that 
money?  You  guessed  it— Heinold. 

"Nobody  is  trying  to  present  this 
thing  as  being  free  from  conflicts  of 
interest,"  says  Jay  Klopfenstein,  who 
runs  the  fund  for  Heinold.  "If  our  per- 
formance is  good,  investors  won't  wor- 
ry about  commissions;  if  it  isn't,  they  n 
aware  of  what's  going  on." 

Heinold   is   breaking  no  laws.    Ev- 
erything   was    fully    disclosed.    Regu- 
lating  commodity   funds   falls    in    the 
cracks  between  the  SEC  and  the  new 
ly  formed  Commodity  Futures  Trad 
ing  Commission,  which  has  yet  to  <l( 
velop  standards  for  the  hybrid  indus- 
try. Where  there  are  loopholes,  there 
are  people  to  crawl  through  them.  In- 
vestors, beware!  ■ 
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Next  year,  this  Norwegian  village 
will  move  81  miles  closer  to  Denmark. 


If  you  happen  to  be  in  the 
neighborhood,  drop  by. 

Our  people  will  be  laying 
an  underwater  power  cable 
between  the  two  countries. 
Across  the  Skagerrak,  an  81- 
mile  stretch  of  the  North  Sea. 

It  will  be  the  longest  under- 
water power  cable  anywhere 
in  the  world. 


With  it,  Norway  and  Den-    than  conventional  alternating- 
mark  can  share  electricity  dur-    current  cables  do. 


ing  periods  of  heavy  use, 
whenever  one  or  the  other  is 
running  short. 

The  cable— a  remarkable 
new  type — was  designed  and 
built  by  the  people  of  ITT.  It 
can  carry  electricity  under- 


Such  a  cable  system  could 
deliver  power  to  many  Ameri- 
can communities  that  are  run- 
ning short,  too. 

From  power  plants  miles 
and  miles  away. 

Who  knows?  One  day  it 


water  these  incredible  dis-    may  be  your  community  at  the 
tances,  losing  far  less  energy     other  end  of  our  cable. 

The  best  ideas  are  the    |  1 11  III 
ideas  that  help  people.  Ill 


International  Telephone  and  Telegraph  Corporation,  320  Park  Avenue,  New  York,  N.Y.  10022. 


THANK  GOODNESS 
irS  THURSDAY 


More  and  more  investors  are  looking  forward  toThursday. 
Because  more  and  more  investors  are  discovering  Dean  Witters 
"Thursday  Letter" 

The  "Thursday  Letter"  is  a  biweekly  investment  report  from 
Dean  Witter  research.  It  helps  you  keep  up  with  significant  economic 
and  investment  trends.  It  gives  you  Dean  Witters  analysis  of  market 
activities.  It  also  names  specific  industries  and  companies  we  feel  offer 
attractive  investment  opportunities.  And  tells  you  the  reasoning 
behind  those  recommendations. 

The  "Thursday  Letter"  is  a  service  Dean  Witter  offers  to  all 
investors.  If  you'd  like  to  receive  the  next  three  issues,  free,  just  send 
in  the  coupon. 

And  every  other  week,  you  just  might  find  yourself  looking 
forward  toThursday 


FS0715 


Thomas  W.  Witter,  Executive  V.  P.,  Dean  Witter  &  Co. 
45  Montgomery  Street,  San  Francisco,  California  94106 

Please  send  me,  free,  the  next  three  issues  of  Dean  Witters  "Thursday  Letter." 

Name 

Add  ress 

City/State/Zip 

Telephone 


Dean  Witter  clients: 

Please  indicate  office  of  your  Account  Executive: 


145 
140 
135 
130 
125 
120 
115 
110 
105 
100 
95 
90 
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Composed  of  the  following: 

Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Bureau  of  Census  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Bureau  of 


Census  privately  owned  housing  starts) 

Consumption 

•  How  much  are  people  spending?  (Bureau  of 
The  Census  retail  store  sales) 

•  To  what  extent  are  consumers  going  into  debt? 
(Federal  Reserve  net  change  in  consumer  in- 
stallment debt) 

•  How  costly  are  services?  (U.S.  Dept.  of  Labor 


service  price  index  related  to  the  consumer 
price  index) 

Income 

•  How  much  are  workers  earning'  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.S. 
Dept.  of  Labor  initial  unemployment  claims) 


Stock  Comments 


The  Booming  Utilities 


By  Heinz  H.  Biel 


That  wobbly  bull  finally  got  up  on 
his  hind  legs,  summoned  all  his 
strength  and  then  plowed  into  the 
barrier  that  had  confined  him  for 
some  seven  weeks.  Now  that  the  in- 
dustrial and  utility  stock  averages 
have  reached  new  recovery  highs,  all 
that  is  needed  to  make  a  technical 
analyst  happy  is  a  "confirmation"  by 
the  railroad  (transportation)  average. 
How  far  this  summer  rally  will  carry 
is  impossible  to  say.  However,  even 
if  the  DJI  can't  make  it  up  to  the 
900  mark  on  the  first  try,  it  remains 
my  opinion  that  this  bull  market  is 
still  on  the  right  track. 

The  electric  utility  industry  has 
had  a  rough  time  for  the  past  sev- 
eral years.  A%  long  time  ago— it  must 
have  been  in  the  late  Fifties— I  wrote 
a  column  under  the  heading  "Growth 
Without  Fear,"  and  this  held  true  un- 
til about  the  mid-Sixties.  But  then  the 
problems  came,  one  on  the  heels  of 
the    other,    and    the    seemingly    solid 

Mr.  Biel   is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Hoppin,  Watson  Inc. 


foundation  slowly  began  to  weaken. 

The  growth  of  power  consumption 
continued  at  its  historical  rate,  just 
about  doubling  every  ten  years,  until 
1974.  The  growing  demand,  of 
course,  required  huge  investments  in 
new  generating  facilities,  which  be- 
came fiendishly  expensive  as  a  result 
of  the  combination  of  inflation  and 
rising  interest  rates.  By  adding  "inter- 
est charged  to  construction"  back  to 
income,  even  though  this  account- 
ing gimmick  does  not  produce  cash 
earnings,  the  utilities  managed,  at 
least  for  a  while,  to  maintain  their 
long-term  standing  record  of  rising 
per-share  earnings  and  regular  annual 
dividend  increases. 

But  then  came  1973,  and  the  roof 
almost  caved  in.  OPEC-dictated  oil 
prices  quadrupled  virtually  overnight, 
and  fuel  costs  for  the  utilities  soared. 
Some  regulatory  authorities  were 
painfully  slow  in  recognizing  the 
plight  of  the  electric  utilities  under 
their  jurisdiction  and  were  reluc- 
tant to  grant  adequate  rate  increases 


and  fuel  cost  adjustments.  The  dam 
almost  broke  when  Con  Edison,  in 
desperation,  had  to  omit  its  dividend 
(paid  without  interruption  since 
1885!)  in  the  spring  of  1974  and 
was  forced  to  sell  some  plants  under 
construction  to  the  New  York  State 
Power  Authority. 

What  that  action  did  to  the  invest- 
ment status  of  electric  utility  securi- 
ties can  only  be  compared  with  the 
effect  of  New  York  City's  recent  near- 
default  on  the  municipal  bond  market. 
A  question  mark  was  hung  around 
the  neck  of  even  the  strongest,  and 
their  prices  dropped  to  levels  last  fall 
that  now  seem  utterly  unrealistic. 

Plenty  Of  Problems 

With  rate  increases  becoming  ef- 
fective and  costs  for  fuel,  construc- 
tion and  interest  somewhat  leveled 
off,  dividends  that  had  seemed  very 
shaky  at  the  time  now  look  a  little 
more  secure.  As  a  result,  the  Dow 
Jones  utility  stock  average  has  moved 
up  better  than  50%  from  last  year's 
low.  But,  as  the  table  on  the  following 
page  shows,  the  almost  outrageously 
high  dividend  yields  have  declined  to 
levels  where  investors  have  to  ask 
themselves  whether  such  still  relative- 
ly high-yielding  stocks  are  worth 
holding,  not  to  mention  worth  buying. 

After  all,  why  do  we  buy  stocks? 
For  appreciation  and/ or  the  expecta- 
tion of  rising  dividends.  Further  price 
recovery  is  possible,  of  course,  but  is 
it  realistic  to  expect  dividend  increases 
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Mr.  Dines  unflinchingly 

predicts  Golds  and  Silvers 

are  on  the  Verge  of  an 

Historic  Upmove. 

THE  DINES  LETTER  warns  that  only  gold  and  silver- 
related  assets  are  the  right  paths  to  safety  in  the 
coming  period.  The  gold  uptrend  was  interrupted  by 
the  government  gold  sale  but  Mr.  Dines  judges  this 
to  be  only  temporary  and  still  fearlessly  predicts  that 
gold  and  silver  stocks  will  have  historic  rises  from 
here. 

Let  us  send  you- 

IN-DEPTH  REPORTS  ON  HOMESTAKE  MINING,  HECLA, 
ROSARIO,  COLT,  DOME  and  EMPEROR  MINES  with 
EXPLICIT  ADVICE  TO  BUY  OR  SELL.  What  does  Mr. 
Dines  say  about  ASA,  Amgold,  Agnico-Eagle  and  many 
other  golds  and  silvers? 

FOR  THESE  FEATURES  PLUS  MANY  MORE  (book  reviews, 
short-term  trading  stocks,  etc.)  send  this  ad  with  your 
name,  address  and  $10.  (Payment  MUST  be  enclosed) 
for  a  2-issue  trial  subscription  to  the  BIWEEKLY  DINES 
LETTER.  Or,  sand  $85  for  6  months  (13  issues);  $150 
for  1  year  (26  issues). 

Mr.  Dines'  latest  book,  THE  INVISIBLE  CRASH,  is  avail- 
able at  all  leading  bookstores.  The  ACCURACY  OF  PRE- 
VIOUS ADVICE  IN  THE  DINES  LETTER  DOES  NOT  AS- 
SURE THE  CORRECTNESS  OR  PROFITABILITY  OF  FUTURE 
RECOMMENDATIONS. 

The  Dines  Letter 

18  East  41st  St.,  New  York,  NY.  10017 

(Not  assignable  without  your  consent.)  J75M2 

(N.   Y.    residents,    please   add   applicable   sales   tax.) 
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STOCK  CHARTS 


$5 


Get  your  own  complete  set  of  latest  DAILY 
BASIS  STOCK  CHARTS  -  covering  744  most  ac- 
tive NYSE  and  Amex  issues.  Each  chart  shows 
daily  high,  low,  close  and  volume;  "200-day  mov- 
ing averages";  10-year  annual  price  ranges; 
latest  earnings  and  dividends.  Special  sections 
include:  charts  of  72  additional  stocks  showing 
unusual  activity,  charts  of  14  key  indicators 
and  indices,  table. of  Latest  Short  Interest  (for 
specific  stocks).  For  all  this,  send  only  $5  with 
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LOANS  by  MAIL 


$10,000 


Any  Amount 
Desired  to  — 

Personal,  private.  No  security  required.  Your 
signature  only.  All  details  arranged  rapidly  by 
mail.  Reasonable  rates.  Please  mail  coupon  for 
full  information.  No  obligation. 

rC.  E.  Wilson,  Vice  President 
POSTAL  THRIFT  LOANS,  INC.,  Dept.  150-07 

703  Douglas  St.,  Sioux  City,  Iowa  51102 

Please  send  complete  information  in  plain  envelope. 


Name. 


Address. 
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-Zip- 
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for  any  but  the  very  strongest  utilities? 
I  doubt  it.  None  of  the  industry's 
problems  have  been  solved;  they  have 
only  become  less  pressing  at  the  mo- 
ment. Reported  earnings  per  share, 
in  most  cases,  still  have  to  be  taken 
with  a  pound,  not  a  grain,  of  salt. 
Continuous  equity  financing  will  be 
necessary  not  only  to  raise  capital,  but 
to  maintain  a  halfway  decent  debt/ 
equity  ratio  in  order  to  forestall  a  fur-* 
ther  lowering  of  bond  ratings.  If,  as 
I  fear  and  expect,  the  rate  of  in- 
flation accelerates  again  once  the  eco- 
nomic recovery  takes  hold,  this  indus- 
try will  be  squeezed  as  much  as  be- 
fore. Utility  stocks  proved  to  be  a  mis- 
erable inflation  hedge.  Nothing  has 
happened  to  change  this  appraisal. 

If  it  is  yield  you  want,  switch  into 
utility  bonds  or  notes,  rated  Baa  or 
better.  There  are  scores  of  such  se- 
curities, either  already  outstanding  or 
new  issues  being  offered  almost  dai- 
ly, with  yields  ranging  from  9%  up- 
ward, depending  on  rating,  maturity 
and  marketability.  My  preference  is 
for  relatively  short-term  (from  five  to 
ten  years)  bonds,  and  for  deep  dis- 
count bonds  where  part  of  the 
yield  comes  as  capital  appreciation. 
Utility  mortgage  bonds  or  even  unse- 
cured debentures  are  safer  income 
producers  than  most  equities. 

Those  Takeover  Bids 

Hardly  a  week  goes  by  without 
someone  making  a  bid,  a  "tender  of- 
fer," for  all  or  part  of  the  shares  of 
another  company.  Invariably  the  bid 
price  is  substantially  above  the  price 
that  prevailed  in  the  market  before 
the  offer  was  either  rumored  or  ac- 
tually made.  The  objective,  of  course, 
is  to  entice  shareholders  to  accept  the 
bid  and  tender  their  shares. 

Sometimes  such  tender  offers  are 
made  with  the  full  knowledge  and 
approval  of  the  "victim,"  as  was  the 
case,  for  instance,  when  Mobil  Oil 
set  out  last  year  to  acquire  a  control- 
ing  interest  in  Marcor;  or,  more  re- 
cently, when  Signal  Cos.  acquired  con- 
trol of  Universal  Oil  Products.  More 
often,   however,   the   management  of 


the  company  whose  shareholders  are 
being  solicited  is  caught  by  surprise. 
They'll  fight  with  all  means  at  their 
disposal:  use  court  injunctions,  flood 
stockholders  with  letters,  etc.  They 
may  accuse  the  other  party  of  being 
"raiders,"  trying  to  "rape"  the  com- 
pany, or  even  wanting  to  liquidate  it 
—in  brief,  impugning  their  motives. 
These  battles  can  get  pretty  rough. 

What  should  a  shareholder  do 
when  he  is  propositioned  with  an  of- 
fer that  makes  his  stock  worth  a  great 
deal  more  than  it  was  before?  Unless 
he  has  a  strong  feeling  of  loyalty  either 
to  the  company  or  to  the  company's 
management,  he  should  take  a  cold- 
blooded approach.  If  the  management 
claims  that  the  stock  actually  is 
worth  far  more  intrinsically  or  other- 
wise, he  should  ask  why  the  market 
doesn't  recognize  such  value;  why 
does  the  bidder  think  he  can  do  bet- 
ter than  the  present  management? 
what  has  management  done  for  him 
lately?  A  strong  management  of  a 
strong  company  is  rarely  subjected  to 
a  takeover  attempt.  And  if  it  comes 
anyway,  the  bidder  may  have  to  pay 
a  stiff  price,  as  International  Nickel 
had  to  do  when  it  bought  ESB. 

If  the  takeover  is  in  securities  rath- 
er than  cash,  as  happened  so  often  in 
the  1960s  when  the  conglomerators 
were  at  work,  you  don't  have  to  take 
the  paper,  the  "Chinese  money,"  as 
it  was  called  at  the  time.  Just  sell  your 
stock,  even  if  you  have  to  pay  a  cap- 
ital-gains tax.  For  instance,  it  was  ob- 
viously far  better  to  sell  United  Fruit 
in  the  80s  than  to  accept  the  securi- 
ties offered  by  AMK  (now  United 
Brands).  The  fact  that  you  may  not 
like  the  bidder,  the  "raider,"  doesn't 
mean  that  you  shouldn't  take  his  mon- 
ey. When  it  comes  to  investing,  there 
is  little  room  for  sentiment. 

It  is  my  opinion  that  management 
has  no  vested  right  to  stay  in  control 
and  to  keep  their  jobs.  The  decision 
is  up  to  the  shareholders,  the  own- 
ers of  the  company.  If  management 
has  done  a  good  job,  they  have  noth- 
ing to  fear.  If  not,  they  should  get 
out,  the  sooner  the  better.  ■ 


Utility  Yields 

• 

Dividend 

Earnings 

At  1974  Low 

At  Recent  High 

Company 

Rate 

Per  Share* 

Price 

Yield 

Price 

Yield 

Consumers  Power 

$2.00 

$1.55 

9 

22.2% 

19 'A 

10.4% 

Florida  Power 

1.95 

3.09 

107/e 

17.9 

263/e 

7.4 

Southern  Co. 

1.40 

1.53 

7  7/8 

17.8 

135/a 

10.3 

Boston  Edison 

2.44 

2.67 

14 

17.4 

24  3A 

9.8 

Virginia  Electric 

1.18 

1.68 

67/e 

17.2 

13% 

8.7 

Public  Serv.  El.  &  Gas 

1.72 

2.21 

101/2 

16.4 

173/a 

10.0 

American  Electric  Power 

2.00 

2.17 

131/2 

14.8 

21 

9.5 

*  As  reported  for  the  past  12  months. 
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Value  Line  Looks  At  Stocks  Under  $5: 


Which  of  these 
may  become 


LOW-PRICED 
HIGHER-PRICED 


Investors  aiming  for  big  percentage  gains 
often  prefer  low-priced  stocks  —  assum- 
ing it's  easier  for,  say,  a  $5  stock  to  go  to 
$10  than  for  a  $50  stock  to  go  to  $100. 
There  is  some  evidence  to  support  this. 
For  instance,  of  the  1550  stocks  presently 
covered  by  Value  Line,  61  sold  below  $5  in 
1970.  The  subsequent  gains  of  these  61 
stocks  —  from  their  1970  lows  to  their 
1971-73  highs  —  averaged  over  300%. 
Today,  many  more  stocks  are  under  $5 
than  in  1970.  That's  not  surprising,  since 
the  Value  Line  Composite  Average  of  1550 
stocks  which  is  the  latest  index  of  the  per- 
formance of  the  typical  stock,  is  still  well 
below  its  1970  low.  Indeed  the  Average, 
even  after  its  sizable  1975  advances,  is  still 
nearly  30%  below  its  original  starting  point 
14  years  ago. 

187  STOCKS  UNDER  $5 

The  Value  Line  Investment  Survey  (May 
30)  shows  187  stocks  priced  below  $5. 
That's  about  12%  of  all  1550  stocks  under 
regular  review.  Some  fairly  prominent 
names  are  in  this  group. 

If  these  stocks  were  to  recapture  their 
previous  highs,  many  would  shoot  up 
500%  to  1000%  or  more.  But  that  is  a  huge 
IF  It  could  be  a  terrible  mistake,  we  think, 
to  jump  into  any  of  these  stocks  on  the 
basis  of  price  alone. 

However,  a  minority  of  these  low-priced 
stocks  —  less  than  25%  —  are  currently 
ranked  favorably  by  Value  Line  for  price 
performance  and  may  be  worth  looking  in- 
to. But  first  let  us  show  you  how  the  rank- 
ing system  works. 

PRICE  PERFORMANCE  RANKS 

Every  week,  Value  Line  ranks  1550  stocks 

—  each  relative  to  all  the  rest  —  for 
Probable  Market  Performance  in  the  Next 
12  Months,  as  follows: 

100  stocks  ranked  1  (Highest) 

300  stocks  ranked  2  (Above  Average) 

750  stocks  ranked  3  (Average) 

300  stocks  ranked  4  (Below  Average) 

100  stocks  ranked  5  (Lowest) 

The  ranking.system  is  designed  to 
measure  probabilities.  We  expect  higher- 
ranked  stocks  to  go  up  more  in  a  rising 
market  —  or  down  less  if  the  market  sinks 

—  than  lower-ranked  stocks. 

Of  course  no  system  can  guarantee  profits 
or  eliminate  possible  losses.  Not  every 
stock  will  always  perform  exactly  in  accor- 
dance with  its  rank.  But  such  a  large  ma- 
jority have  over  the  past  10  years  that  we 
believe  these  ranks  can  help  to  sharply  im- 
prove your  overall  results. 

LOW-PRICED  "COMERS" 

Now  let's  get  back  to  those  low-priced 
stocks.  Of  187  stocks  under  $5,  The  Value 
Line  Investment  Survey  (May  30)  ranks  44 
of  them  favorably  —  1  (Highest)  or  2 
(Above  Average)  —  for  next-12-months 
Price  Performance. 


These  44  favorably  ranked  stocks  (35 
NYSE,  6  ASE  and  3  NASD)  in  Value  Line's 
judgment  currently  offer  the  greatest  likeli- 
hood among  stocks  under  $5  of  becom- 
ing substantially  higher-priced  in  the  12 
months  directly  ahead. 

As  you  might  expect,  most  of  these  stocks 
have  seen  much  better  days.  Their  respec- 
tive highs  of  the  past  average  about  $37  a 
share,  while  their  current  prices  average 
less  than  $3.70  a  share. 

WHAT  ABOUT  SAFETY? 

If  you're  looking  for  superior  safety  in  your 
investments,  forget  about  these  low-priced 
stocks.  They  aren't  for  you.  Here's  why: 
Value  Line  continually  ranks  each  of  1550 
stocks  (from  1  down  to  5)  for  relative  Safe- 
ty. This  rank  primarily  reflects  the  degree 
to  which  a  stock  typically  fluctuates  around 
its  own  long-term  price  trend.  The  greater 
the  stability,  the  higher  the  Safety  rank. 
Of  the  44  stocks  cited  above,  all  but  one 
are  ranked  either  4  (Below  Average)  or  5 
(Lowest)  for  Safety.  That  means  they 
generally  move  further  and  faster  —  in 
either  direction  —  than  their  "safer" 
counterparts. 

UPDATED  EVERY  WEEK 

Whatever  you're  looking  for  in  stocks,  we 
believe  Value  Line  gives  you  more  effec- 
tive guidance  on  more  stocks,  continually 
updated,  than  any  other  source. 

Every  week  —  for  EACH  of  1550  stocks  — 
The  Value  Line  Investment  Survey  in  its 
Summary  of  Advices  and  Index  presents 
the  up-to-date  . . . 

a)  Rank  for  Probable  Price  Performance 
in  the  Next  12  Months  —  ranging  from 
1  (Highest)  down  to  5  (Lowest). 

b)  Rank  for  Safety  (from  1  down  to  5). 

c)  Estimated  Yield  in  the  Next  12  Months 
—  with  a  "blackball"  next  to  each  stock 
about  whose  present  dividend  rate 
there  is  some  doubt. 

d)  Estimated  Appreciation  Potentiality  in 
the  Next  3  to  5  Years  —  showing  the 
percentage  price  change  indicated. 

e)  Current  price  and  P/E,  plus  estimated 


STOCKS 
STOCKS? 

annual  earnings  and  dividends  in  cur- 
rent 12  months.  Also  the  Beta, 
f)  Very  latest  available  quarterly  earnings 

results   and   dividends,   together   with 

year-earlier  comparisons. 
In  addition,  each  of  the  1550  stocks  is  the 
subject  of  a  comprehensive  new  full-page 
Rating  &  Report  at  least  once  every  three 
months  —  including  23  series  of  vital  finan- 
cial and  operating  statistics  going  back  10 
years  and  estimated  3  to  5  years  ahead. 

HOW  TO  PARTICIPATE 

You  canlnow  receive  the  complete  Value 
Line  Investment  Survey  for  the  next  10 
weeks  for  only  $25  (more  than  45%  off  the 
regular  rate).  This  will  bring  you  everything 
offered  above  plus  all  of  the  following: 
EVERY  WEEK  a  new  SUMMARY  OF  AD- 
VICES section  (24  pages) . . .  showing  the 
current  ratings  of  1550  stocks  for  future 
relative  Price  Performance  and  Safety  — 
together  with  Estimated  Yields  and  the 
latest  earnings,  dividends  and  P/E  data. 
EVERY  WEEK  a  new  RATINGS  &  RE- 
PORTS section  (144  pages) . . .  with  full- 
page  analyses  of  about  120  stocks.  During 
the  course  of  every  13  weeks,  new  full 
page  reports  like  this  are  issued  on  all 
1550  stocks,  replacing  and  updating  the 
previous  reports. 

EVERY  WEEK,  a  new  SELECTION  & 
OPINION  section  (4  pages) . . .  with  a 
detailed  analysis  of  an  Especially  Recom- 
mended Stock  —  plus  a  wealth  of  invest- 
ment background  including  the  Value  Line 
Composite  Average  of  1550  stocks. 

PLUS  THIS  $35  BONUS  . .  Value  Line's 
complete  1800-page  Investors  Reference 
Service  (sold  separately  for  $35),  with  our 
latest  reports  on  all  stocks  under  review  — 
fully  indexed  for  your  immediate  refer- 
ence. 

MONEY  BACK  GUARANTEE 

If  you  are  not  completely  satisfied  with  The 
Value  Line  Investment  Survey,  just  return 
the  material  you  have  received  within  30 
days  for  a  full  refund  of  your  fee. 

To  accept  this  invitation,  simply  fill  in 
and  mail  the  attached  coupon  today. 
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ARNOLD  BERNHARD  &  CO.,  INC.  •  5  EAST  44th  STREET  •  NEW  YORK, 


Yes,  I  would  like  to  try  The  Value  Line  In- 
vestment Survey  for  the  next  10  weeks  at 
the  Special  trial  rate  of  $25  under  the  terms 
and  guarantee  listed  above. 

This  special  offer  is  limited  to  new  sub- 
scriptions and  is  available  only  once  to  any 
household  every  two  years. 

□  $25  Payment  enclosed  (Trial  subscriptions 
must  be  accompanied  by  payment). 

□  I  would  prefer  one  year  (52  issues)  of 
Value  Line  and  The  Investors  Reference 
Service  for  $248. 

□  $248  Payment  □  Bill  me  for  $248 
enclosed 

N.Y.  residents,  please  add  applicable  sales 
tax.  Subscription  fees  are  fully  tax-deduct- 
ible.  Foreign  rates  upon  request. 


SIGNATURE 


N.Y. 10017 
216H15 


NAME  (PLEASE  PRINT) 


ADDRESS 


CITY 


STATE 


ZIP 


No   assignment   of  this   agreement   will    be 
made  without  subscriber's  consent. 
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Overseas  Commentary 

Hedging  One's  Bets 


Don  Quixote's  assertion  that  "facts 
are  the  enemy  of  truth"  probably  has 
particular  and  peculiar  validity  when 
applied  to  the  stock  market.  Suppose 
you  had  surveyed  the  world  economic 
scene  some  six  months  ago  and  ranked 
the  stock  market  prospects  in  the 
various  countries  in  line  with  the 
economic  outlook.  Surely  Germany 
would  have  ranked  near  the  top  and 
Great  Britain  at  the  bottom.  Yet  the 
exact  reverse  has  been  the  case.  Ad- 
mittedly, six  months  is  a  very  short 
time  span  on  which  to  base  any  con- 
clusion. But  apart  from  trying  to  be 
"quixotic,"  the  point  is  that  broad  in- 
ternational diversification  is  eminent- 
ly sound.  If  nothing  else,  there  is 
a  gain  in  perspective  from  investing 
internationally. 

Speaking  of  perspective,  a  few 
months  ago  I  pointed  out  that  the 
ease  with  which  Germany— then  ap- 
parently some  six  months  ahead  of  the 
U.S.  in  this  current  economic  cycle- 
was  financing  her  big  budget  deficit 
might  be  a  good  omen  for  the  U.S. 
market.  However,  things  have  not 
gone  according  to  plan  in  Germany. 

You  may  remember  the  consensus 
economic  scenario  for  Germany  earlier 
this  year:  It  was  the  first  country  to 
have  deflated;  ergo  it  would  be  the 
first  to  reflate.  It  has  been  the  most 
successful  in  fighting  inflation;  ergo  it 
would  be  the  most  successful  in  fine- 
tuning  a  smooth  recovery.  All  the  fine- 
tuning  instruments  were  in  place  as 
far  back  as  December,  but  to  date  the 
recovery  simply  hasn't  happened. 
How  come? 

The  answer  very  possibly  is  that 
this  is  a  different  ball  game.  No  re- 
cession in  the  post-World  War  II  era 
has  been  as  severe  as  the  current  one 
anywhere  in  the  Western  World,  nor 
as  widespread.  In  Germany  we  have 
the  first  clues  as  to  what  a  truly 
frightened  consumer  does  with  the 
first  dose  of  increased  real  disposable 
income:  By  far  the  greatest  part  of  it 
goes  straight  into  savings.  Develop- 
ments in  Germany  also  point  to  the 
strong  possibility  of  shrinking  export 
trade  in  1975  for  many  countries. 
The  moral  of  the  story:  Consumers 
everywhere  will  most  likely  be  much 

Mr      Oechsle     is     associated     with     Putnam     Man- 
agement. Boston,  Mass. 


By  Walter  Oechsle 


slower  to  resume  their  normal  spend- 
ing patterns  than  they  have  been  in 
past  recessions. 

To  me,  this  would  seem  to  be  all 
to  the  good,  because  it  holds  out  the 
promise  that  inflation  will  recede 
much  more  than  is  generally  assumed; 
longer  term,  this  would  be  a  truly 
bullish  development.  But  short  term 
the  implications  might  be  quite  dif- 
ferent: Just  as  most  European  stock 
markets  reacted  with  a  brutally  quick 
15%  reaction  to  the  disappointing  de- 
velopments in  Germany,  the  Japanese 
market  and,  perhaps  to  an  even  great- 
er degree,  the  U.S.  stock  market 
might  be  vulnerable  to  seemingly  dis- 
appointing economic  news.  Of  course, 
there  is  a  danger  in  trying  to  draw 
these  parallels  too  closely  between  en- 
tirely different  economies.  But  the  im- 
portant point  illustrated  by  develop- 
ments in  Germany  is  that  stock  mar- 
kets are  indeed  vulnerable. 

Perspective  aside,  investing  abroad 
makes  more  sense  now,  from  a  timing 
point  of  view,  because  it  appears  that 
the  U.S.  market  is  not  only  ahead  of 
itself,  but  also  of  many  of  its  foreign 
counterparts.  This  isn't  a  mere  exer- 
cise in  arithmetic  as  to  what  markets 
have  gone  up  the  most  or  the  least, 
or  what  the  P/E  ratios  or  yields  are 
at  current  price  levels.  Some  of  my 
favorite  indicators  point  that  way. 
Only  five  months  ago,  I  attended  an 
international  investor  conference,  and, 
of  course,  the  consensus  was  that  the 
U.S.  and  Britain,  two  soft-currency 
countries,  should  be  avoided;  Ger- 
many, the  strong-currency  country 
par  excellence,  stood  out  as  the  place 
in  which  to  put  most  of  one's  money. 
Things  have  turned  out,  admittedly 
on  a  short-term  basis,  rather  different- 
ly than  predicted. 

Switch  To  Gold  Shares 

These  prognosticates  now  favor 
the  U.S.  as  the  most  promising  stock 
market.  But  whatever  the  implications 
for  the  U.S.  market  may  be,  this  lull 
in  interest  in  foreign  markets  by  both 
foreigners  and  Americans  probably 
provides  another  excellent  buying  op- 
portunity in  these  foreign  markets, 
both  in  absolute  terms  and  relative  to 
the  U.S.  Incidentally,  if  there  should 
be  a  sizable  correction  in  the  U.S.,  I 


would  consider  that  an  ideal  time  to 
buy  here,  too. 

How  do  the  various  stock  markets 
rate?  The  last  time  I  attempted  to 
construct  a  worldwide  portfolio  in  this 
column,  I  suggested  the  following 
country-by-country  allocation:  U.S. 
25%,  Japan  25%,  Germany  20%,  Aus- 
tralia 10%;  Holland,  England,  Swit- 
zerland and  South  African  golds  5% 
£ach.  At  the  moment  I  would  suggest 
a  slight  shift  from  the  markets  that 
have  done  best  to  those  that  have 
done  worst.  Due  to  superior  market 
performance  the  U.S.  portion  would 
now  represent  some  30%,  Great  Brit- 
ain 7%  to  8%  of  the  portfolio.  I  would 
trim  Great  Britain  to  5%,  and  the  U.S. 
and  Japan  back  to  the  original  25%. 
I  suggest  using  the  proceeds  from 
these  reductions  to  increase  South 
African  gold  holdings. 

Good  Times  For  Investors 

I  may  be  guilty  of  jumping  the  gun, 
of  being  ahead  of  myself,  with  this 
latter  suggestion.  In  months  past  I 
have  confessed  to  a  great  deal  of  con- 
cern over  a  possible  resumption  in  in- 
flation. While  I  remain  optimistic  on 
the  inflation  front  near  term,  I  am 
growing  somewhat  more  cautious 
longer  term.  As  I  listen  to  the  eco- 
nomic debates  raging  in  the  various 
countries  over  whether  the  recovery 
will  be  V-  or  U-shaped,  whether 
Britain's  rate  of  inflation  can  be 
halved  to  15%,  Germany's  reduced  to 
what"  used  to  be  considered  a  hor- 
rendous but  has  now  become  an  en- 
viable 4%,  I'm  becoming  more  and 
more  afraid  that  inflation  is  far  from 
dead.  In  fact,  if  the  current  consensus 
scenario  for  a  reasonably  good  world- 
wide economic  recovery  is  correct,  a 
pickup  in  inflationary  pressures  some 
12  to  18  months  from  now  will  be 
virtually  inevitable.  Since  stock  mar- 
kets tend  to  anticipate  rather  than  re- 
flect economic  developments,  my  tim- 
ing in  suggesting  increased  holdings 
in  gold  shares  now— while  admittedly 
very  tricky  and  very  possibly  prema- 
ture—may  not   be   that   far   off   base. 

How  does  all  this  mesh  with  my 
scenario  for  a  worldwide  bull  market 
which  has  been  espoused  in  this 
column  for  some  time?  Actually,  not 
too  badly.  Because,  just  as  Germany 
has  shown  that  rampant  inflation  is 
that  a  slow  economic  recovery  is  not 
necessarily  bullish,  so  Great  Britain 
has  shown  that  rampant  inflation  is 
not  necessarily  bearish.  Finally,  il  all 
of  this  is  a  bit  confusing,  it  may  serve 
to  make  another  point:  These  are  con 
fusing  times;  even  though  I  fully  I 
pect  them  to  be  very  good  times  for 
investors  almost  anywhere,  it  do 
makes  sense  to  hedge  one's  bets.  This 
means  investing  internationally.  ■ 
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Market  Trends 


How  the  Wind 
Is  Changing 

By  Martin  T.  Sosnoff 


Speculation  is  in  the  air,  again.  For 
securities  markets  have  come  a  long 
way  toward  discounting  the  depres- 
sion that  never  happened  and  the  eco- 
nomic upturn  that  may  take  much 
longer  to  happen  than  most  distraught 
politicians  and  economists  wish  for. 
The  market  has  a  "Catch-22"  qual- 
ity. Almost  daily  I  read  in  the  finan- 
cial press  that  half  a  dozen  promi- 
nent money  managers  are  expecting 
a  50%  correction  to  start  .  .  .  like  yes- 
terday. Everyone  is  concerned  about 
resurging  interest  rates,  the  impending 
renewal  of  inflation  and  the  next  in- 
crease in  the  price  of  oil.  Not  to  men- 
tion the  financial  plight  of  our  cities 
and  all  the  bad  loans  every  financial 
intermediary  has  made  since  1969. 
Obviously,  just  so  long  as  we  worry 
about  these  issues  they  will  confound 
us  by  tending  to  solve  themselves. 
We  are  all  indebted  to  Henry  Kis- 
singer for  proving  to  us  that  not  even 
the  power  of  a  superintellect  can  solve 
some  problems  whose  dynamics  over 
a  time  contain  their  own  denouement. 

Today's  market  environment  is  in 
many  ways  reminiscent  of  the  autumn 
of  1970,  with  one  major  difference 
which  I  will  get  to  later.  By  October 
of  1970  the  Federal  Reserve  Board 
was  panicky  over  the  economy  and 
was  desperately  trying  to  pump  mon- 
ey into  the  system.  The  bond  market 
was  absorbing  billions  of  dollars  of 
corporate  paper  from  the  same  treas- 
urers who  panicked  into  the  bond 
market  this  year.  Bank  loans  were  de- 
clining contraseasonally  and  the  mon- 
ey-centered banks  were  pumping  their 
surplus  liquidity  into  governments.  On 
Wall  Street  the  phones  started  to  ring 
again,  just  like  now.  The  same  insur- 
ance companies  that  are  wringing 
their  hands  for  rate  increases  today 
were  wringing  them  in  1970.  Home 
builders,  savings  &  loans,  utilities, 
Fannie  Mae— all  the  interest'sensitive 
groups  were  acting  well  then,  just  as 
they  are  today. 

How  like  the  1970-71  cycle  is  the 
early  1975  experience  in  securities 
markets!  The  Treasury's  financing  in 
March  of  a  15-year  note  at  an  av- 
erage yield  of  8.31%  shattered  over- 
night any  residual  confidence  in  the 
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bond  market.  Yet  today  the  bond  is 
selling  at  103.  American  Electric 
Power  sold  10  million  shares  substan- 
tially below  book  value;  its  common 
stock  yielding  more  than  12%  was  pay- 
ing out  more  than  it  was  earning 
(after  deducting  bookkeeping  credits 
on  interest  charged  to  construction). 
That  stock  is  now  almost  20%  above 
its  offering  price.  Adumbrating  the 
eerie  quality  to  markets  is  the  swift 
ebb  and  flow  of  the  confidence  fac- 
tor with  each  successive  cycle. 

Where  Is  The  Money? 

Now  to  the  exception,  the  bearish 
part  of  my  refrain:  There  was  a  lot 
of  money  fueling  the  post- 1970  mar- 
ket that  may  not  be  around  in  the 
mid-Seventies.  Approximately  $10  bil- 
lion a  year  was  going  into  equities 
from  pension-fund  cash  flow,  but  it 
looks  as  if  this  may  slow  to  a  trickle. 
The  performance  of  funds  70%  to  80% 
in  stocks  was  so  bad  in  1973-74  that 
everyone  started  to  question  such  ori- 
entation at  a  time  when  you  could 
get  9%  on  triple  A  bonds.  A  subliminal 
message  from  the  Pension  Fund  Re- 
form Act  has  made  us  all  glance  fur- 
tively at  our  shoes  and  ask  ourselves 
what  prudent  money  management 
really  is  all  about  if  not  about  tailor- 
ing debt-equity  tolerances  to  suit  the 
client's  long-range  needs  rather  than 
his  dreams. 

Almost  every  professional  investor 
remained  pretty  fully  invested  and  has 
come  back  nicely  in  1975,  for  it  didn't 
take  much  volume  to  move  even  the 
biggest  capitalization  stocks  from  their 
panic  lows  of  December  1974.  Money 
always  comes  out  of  the  woodwork 
when  stocks  get  too  cheap,  when  they 
begin  to  sell  so  cheap  that  business- 
men with  cash  see  them  as  economic 
value  and  try  to  buy  them  up.  This 
accounts  for  the  moves  in  many  low- 
priced  stocks  this  year. 

The  question  is,  where  is  the  mon- 
ey to  come  from  to  fuel  the  market 
from  here?  I  don't  have  the  answer, 
but  I  do  sense  some  extraordinary  in- 
vestment opportunities,  even  in  an  un- 
certain environment.  They  fall  into 
what  I  have  called  the  socially  un- 
acceptable category.  If  anything,  the 
two-tiered  market  of  1972-73  is 
bound  to  be  a  way  of  life  for  most 


large  investment  pools.  There  is  really 
very  little  else  these  moneymen  can 
do  but  hope  they  are  good  enough 
to  own  the  best-managed  and  best- 
capitalized  100  corporations  in  the 
country  and  stick  with  them.  To  be 
sure,  there  will  be  some  jockeying 
around;  natural  resource  stocks  are 
the  most  obvious  play  and  they  merit 
everyone's  attention.  The  fun,  how- 
ever, is  elsewhere. 

Bonds  &  Utilities 

First  off,  if  you  are  a  bond  buyer, 
there  are  dozens  of  secondary  issues 
yielding  anywhere  from  12%  to  17% 
that  are  unlikely  to  default.  The  pariah 
utility  stocks  are  my  favorite  com- 
modities for  reassessment.  With  mu- 
nicipalities and  states  financially  over- 
burdened, rate  increases  will  be  forth- 
coming, otherwise  the  cities  and  states 
are  going  to  own  their  own  utilities 
and  I  am  betting  they  don't  want  this. 
So  utilities  become  a  political  play 
rather  than  an  analytical  play.  The 
same  goes  for  preferred  stocks.  Soon- 
er or  later  there  is  going  to  be  a 
change  to  grant  preferred  issues  some 
kind  of  tax-free  status,  otherwise 
there  are  going  to  be  a  lot  of  brown- 
outs from  power  shortages  during  the 
late  Seventies. 

The  real  fun  and  run  for  the  roses 
is,  however,  in  all  the  small  and 
medium-sized  companies  that  were  the 
object  of  professional  money  manager 
speculation  in  the  late  Sixties  and  ear- 
ly Seventies.  I  don't  have  to  tell  you 
what  they  are— we  all  know:  hospital 
companies,  cable-TV  operators,  mili- 
tary electronic  black  boxes,  the  sec- 
ond-tier insurance  underwriters.  All 
of  us  have  our  favorites  and  they  are 
worth  reexamining  because  they  are 
generally  selling  for  a  fraction  of  their 
bull  market  prices.  All  the  conglomer- 
ate operators  I  know  have  long  out- 
grown their  reputations  for  hip  shoot- 
ing. Most  of  them  are  prudently  mar- 
shalling their  assets,  pruning  losers 
and  taking  a  much  longer  range  point 
of  view  toward  asset  management 
than  most  of  us  do.  Perhaps  these 
stocks  won't  find  their  way  back  into 
the  big  money  pools,  but  the  coun- 
try is  diverse  and  main  of  us  as  in- 
dividuals or  private  operators  have  put 
our  money  where  our  mouths  are. 

Now  that  markets  are  buoyant,  we 
can  reflect  on  why  the  underpinnings 
of  every  stock  market  model  were  col 
lapsed    by    the    1973-74    experience. 
The  major  element  in  most  stock  price 
equations   is  a  weighted   moving  i> 
erage  of  corporate  earnings  discount 
ed  to  present  value  by  the  currenl  in 
terest    rate.    Nobody    anticipated    tin 
rise  in  interest  rates,  250  basis  points, 
because   they   also  failed   to   see   tlx 
explosion  in  inflation  which  raised  tin 
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premium  investors  demanded  to  be 
compensated  for  the  loss  of  purchas- 
ing power.  The  same  model  builders 
who  anticipated  1200  in  the  Dow 
Jones  average  in  1973  are  again  look- 
ing for  1200,  this  time  by  mid-1976, 
based  on  a  minimal  inflation  rate  that 
year.  They  may  even  get  no  inflation, 
but  so  what?  Where  is  the  country 
really  going? 

Sociological  changes  have  real 
meaning  for  stock  prices,  and  they 
are  rather  sobering  in  content.  Ac- 
tually, nobody  but  the  politicians 
preach  growth  as  a  concept  anymore. 
This  is  what  got  New  York  City  into 
trouble.  Aside  from  the  horrendous 
problem  of  how  to  provide  employ- 
ment opportunities  for  new  entrants 
into  the  labor  force— a  relentless  trend 
—zero  economic  growth  is  a  very 
potent  concept  today.  No  well-heeled 
community  wants  another  powerplant 
in  its  backyard.  Greenwich  didn't 
want  Xerox'  corporate  headquarters, 
and  Oregon  has  been  discouraging 
tourism  and  disposable  containers  for 
some  time  now. 

The  inflation  has  taken  its  toll  of 
the  consumption-oriented  ethic.  While 
it  is  not  prohibitive  to  buy  hard  goods 
and  a  home,  as  yet,  the  costs  of  main- 
taining a  good  life  have  gotten  out 
of  hand.  It  now  costs  me  five  bucks  a 
month  to  run  a  refrigerator  at  my 
chalet  in  New  Hampshire  where  I 
go  for  a  few  weeks  a  year.  And  that 
20,000-mile  checkup  for  my  Mer- 
cedes can  cost  as  much  as  open-heart 
surgery.  Note  the  expense  of  insuring 
the  good  life  and  the  rising  tax  bur- 
den destined  at  all  levels  from  Social 
Security,  real  estate,  etc.,  not  to  men- 
tion that  the  all-electric  home  has 
turned  into  an  all-electric  disaster  in 
terms  of  monthly  maintenance,  and 
you  can  quite  easily  conclude  that 
everyone  out  there  has  learned  that 
the  economic  slavery  earthly  goods 
entail  has  deprived  the  good  life  of 
much  of  its  romance. 

In  the  early  Sixties  we  all  drove 
our  cars  up  and  down  Route  128  in 
Massachusetts  and  discovered  all 
those  30,000  square-foot  plants  where 
a  few  Ph. EX'S  were  bottling  electronic 
wizardry.  It  was  truly  an  exciting  time 
to  be  in  the  business  and  some  of 
the  technological  leverage  was  even 
real.  Transitron  didn't  quite  make  it, 
but  Texas  Instruments  and  Xerox  did. 
Today,  we  are  spending  more  of  our 
time  rediscovering  the  disasters  of  the 
early  Seventies  that  may  still  be  via- 
ble—the Ampexes,  Sanders  and  may- 
be even  the  Littons  and  Memorexes 
and  Lockheeds.  Who  knows?  That 
steel  makers,  coal  producers  and  fer- 
tilizer manufacturers  have  become  the 
concept  stocks  of  the  mid-Seventies  is 
a  good  indicator  of  the  cyclically  of 


world    business    and    how    the    mun- 
dane has  even  become  enthralling. 

If  nationalism  is  the  strongest  force 
in  the  world  today— and  the  North 
Vietnam  hegemony  over  us  in  Saigon 
must  be  proof  that  it  is— future  stock 
markets  will  reflect  the  economic  vio- 
lence in  the  world  just  as  readily. 
When  I  came  into  the  business,  the 
only  corporations  using  leverage  were 
financial  companies.  Today  leverage 
is  a  way  of  life  for  the  world.  In  the 
late  Fifties  there  was  maybe  $10  bil- 
lion in  commercial  paper  rattling 
around  the  country.  Today  there  are 
hundreds  of  billions  of  dollars  of  pa- 
per, Eurodollars,  CD's.  I  don't  have  to 
tell  you  how  badly  corporate  balance 
sheets  have  deteriorated.  It  is  9%  mon- 
ey everyone  is  owing,  not  4%%,  and 
when  you  make  a  mistake  today,  you 
have  9%  fixed  charges  to  meet.  The 
capacity  for  mischief  is  very  great, 
and  this  means  to  me  that  price/ earn- 
ings ratios  have  to  remain  much  low- 
er than  they  have  been  historically. 

A  Low-Growth  Economy 

An  understanding  of  the  problems 
of  economic  growth  for  the  country, 
if  not  the  world,  is  what  is  necessary 
to  cope.  The  few  predictions  I  dare 
make  embrace  the  conviction  that 
price/ earnings  ratios  will  remain  very 
low  in  a  low-growth  economy  char- 
acterized by  high  long-term  interest 
rates  and  debt-ridden  corporate  finan- 
cial structures.  The  future  for  cor- 
porate growth  no  longer  belongs  to 
slick  marketing  organizations,  but  to 
the  manufacturer  with  a  strong  raw- 
materials  base.  Without  balance-sheet 
strength,  the  problems  of  growth  in  a 
siop-and-go  economic  setting  are  too 
risky  to  employ  much  more  debt.  Be- 
cause of  the  influence  of  the  large 
money  pools,  the  stock  market  will 
continue  not  to  reflect  true  economic 
values  and  will  remain  as  chaotic  as 
it  has  been  of  late. 

Out  of  all  this  trouble,  of  course, 
comes  opportunity.  Let  me  leave 
you  with  just  one  last  Catch-22  twist. 
The  excesses  of  the  stock  market  last 
year  were  engendered  by  business- 
men panicking  into  inventory  to  pro- 
tect themselves  from  the  inflation.  To- 
day there  is  more  unemployment  in 
the  economy  than  any  time  since  the 
Depression,  and  industry  is  running  at 
70%  of  believable  capacity,  also  the 
lowest  point  in  the  postwar  experi- 
ence. Anyone  who  thinks  inflation  is 
around  the  corner  is  crazy— deflation 
is  around  the  corner.  If  for  ten  years 
nobody  made  much  money  in  the 
stock  market  when  we  had  concur- 
rent booms  in  computers,  color  TV, 
jet  aircraft  and  solid-state  electronics, 
can  the  next  ten  years  be  as  bad? 

I  think  not.   ■ 
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Investing  in  stocks 

selected  for  long  term 
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Exacta  or  Daily  Double!  Send  for  free  details. 

tM.C.CORBINCO.Dept.  FO-715  ■ 

a*     P.O.  Box  S69.  Radio  City  Sta.,  NY.  10019    •»  afl 


FORBES,   JULY   15,    1975 


73 


THIS     SPACE     CONTRIBUTED     BY     THE     PUBLISHER 

A 

MESSAGE 

FOR 
DADDIES 

Get  yourself  a  good,  thorough 
examination  once  a  year.  Once  a 
year,  let  your  doctor  really  look 
you  over.  It'll  take  a  little  time, 
and  a  little  patience.  And  maybe 
he'll  poke  around  a  little  more 
than  you'd  really  like.  And  so  he 
should. 

The  whole  idea  is  to  keep  you 
healthy.  If  nothing's  wrong  (and 
more  than  likely,  there  isn't)  hoo- 
ray! Come  back  next  year.  But  if 
anything's  suspicious,  then  you've 
gained  the  most  important  thing  of 
all:  time. 

We  can  save  1  out  of  2  persons 
when  cancer  is  caught  in  time, 
caught  early.  That's  a  good  thing 
to  know.  All  Daddies  should  know 
how  to  take  care  of  themselves  so 
that  they  can  have  the  fun  of  tak- 
ing care  of  their  kids.  Don't  be 
afraid.  It's  what  you  don't  know 
that  can  hurt  you. 

•AMERICAN   CANCER   SOCIETY 


SOLID  STATE  & 
HOBBY  CIRCUITS  MANUAL 
$1.95  postpaid  to  your  door.  The  new 
manual  offers  over  400  pages  of 
circuits  for  the  hobbyist,  engineer,  ex- 
perimenter and  do-it-yourself  kit  build- 
er. HURRY— Supply  limited.  Free  cata- 
log. Frazer  &  Associates,  1888  Century 
Park  East  Suite  10,  Century  City,  Calif. 
90067 


VENTURE  CAPITAL 

Assistance  for  any  worthwhile  projects  over 
$100  Thousand.  Send  details  to:  Computer 
Capital  Corporation,  6922  Hollywood  Blvd., 
Los  Angeles,   CA   90028   (213)   463-4841 


Readers  Say 


( Continued  from  page  6 ) 
in  Europe  are  doing  what  we  were 
trained  to  do— manage.  No  wonder 
we're  overwhelming  our  American 
competitors.  All  they've  got  is  a  dollar 
weakened  by  federal  deficits. 

—Robert  Van  Lydegraf 
St.  Prex,  Switzerland 

You  Be  The  Patient,  Not  Us 

Sir:  Your  solution  for  solving  the 
shortage  of  physicians  in  the  U.S. 
Army  (Fact  6-  Comment,  June  15)  is 
poor.  Either  the  Mexican  medical 
school  meets  our  standards  or  it  does 
not.  Saying  it  is  up  to  our  standards 
when  the  Americans  educated  there 
serve  in  the  Army,  but  implying  that 
it  is  not  when  they  do  not,  will  fos- 
ter an  upsurge  of  potentially  unquali- 
fied physicians  practicing  medicine.  I 
suggest  you  become  the  first  patient 
of  those  "doctors"  before  you  stick 
them  on  the  rest  of  us. 

—Steven  A.  Wolman,  D.M.D. 
Springfield,  Mass. 

Sir:  Your  suggestion  could  be  a  be- 
ginning of  straightening  out  the  medi- 
cal mess  in  this  country.  As  one  who 
has  been  made  very  ill  by  the  bum- 
bling of  MDs  (including  a  famous 
medical  clinic)  and  who  is  now  being 
healed  by  a  naturopath  and  a  chiro- 
practor, I  feel  that  disciplines  other 
than  that  which  we  know  as  "the  med- 
ical profession"  be  given  another  close 
and  sympathetic  look. 

—Etta  Genazzam 
New  York,  N.Y. 

The  Case  For  Bicyclers 

Sir:  I  read  that  the  boom  in  bi- 
cycle sales  has  gone  bust  (June  15) 
and  that  preaching  conservation  is 
easier  than  practicing  it  by  riding  a 
bicycle.  Indeed.  The  problem  is  to 
persuade  ourselves  to  ride  one.  A  bi- 
cycle uses  no  gas.  A  car  costs  thou- 
sands of  dollars;  a  good  bike  one  or 
two  hundred  dollars.  Bikes  have  no 
fixed  expenses.  It  is  often  quicker  to 
commute  by  bicycle  than  by  car  for 
distances  of  five  miles  or  less  if  the 
traffic  is  heavy.  Bicycling  is  healthful. 
It's  fun. 

—Mrs.  Lewis  A.  Dibble  Jr. 

General  Manager, 
Ecology  Enterprises 

Naugatuck,  Conn. 

Whose  Rights? 

Sir:  In  Readers  Say  (June  15)  the 
letters  in  response  to  your  editorial  on 
mandatory  air  bags  (May  15)  pro- 
vide no  support  for  your  proposal, 
viz,  ".  .  .  it's  none  of  your  damn  busi- 
ness if  I  wish  to  risk  my  neck  in  a 


car  accident.  .  .  ."  Such  antagonistic 
letters  seem  to  have  one  point  in  com- 
mon—they refer  only  to  the  rights  of 
the  writer.  We  could  do  more  thinking 
about  the  "rights"  of  others,  such  as 
the  spouse  who  expects  a  mate  to 
avoid  unnecessary  risks  and  children 
who  expect  their  parents  to  do  their 
best  not  to  make  orphans  of  them. 

— C.A.  MacKenzie 
r  Austin,  Tex. 

Sir:  It  is  my  business  as  long  as 
mindless  accidents  with  needless  in- 
juries and  damages  adversely  affect 
my  insurance  rates.  I'm  all  in  favor 
of  giving  anti-air-bag  people  all  the 
freedom  they  want  so  long  as  they 
don't  ask  me  to  pay  for  it. 

—Richard  G.  Devaney 
Kingsport,  Tenn. 

Children  Saved? 

Sir:  I  was  happy  to  have  New 
Times'  James  S.  Kunen  (Other  Com- 
ments, July  1)  tell  us  that  the  Com- 
munists don't  loll  children.  When  I 
read  that  2.5  million  people  were  ex- 
pelled by  the  Communists  from  the 
capital  of  Cambodia  to  starve,  I  felt 
there  might  have  been  a  child  or 
two  among  them. 

—Joseph  Wroten 
Kenton,  Ohio 

Different  Tune 

Sir:  MSF  has  chirped  loudly  from 
his  editorial  perch  that  the  solution  to 
the  energy  crisis  lay  in  raising  the 
price  of  gasoline.  How  he  cries  a  dif- 
ferent tune  when  it  is  suggested  that 
the  price  of  postage  for  mailing  his 
magazine  (Fact  <b  Comment,  July  1) 
should  rise. 

—John  R.  Zimmerman 
Waldwick,  N.J. 

Hand  In  The  Pies 

Sir:  Re  your  article  entitled  "Flex- 
ibility? Or  Flimflam?"  (June  1).  The 
expression  that  I  "have  had  my  fin- 
gers in  many  pies"  infers  more  or  less 
that  I  dabbled  in  the  affairs  of  those 
companies,  while  the  actual  fact  is 
that  I  have  been  the  largest  individ- 
ual shareholder  and  represented  the 
controlling  interest  in  those  compa- 
nies while  being  at  the  same '  time 
chairman  and  chief  executive  of  the 
companies  referred  to  above  over  a 
number  of  years.  I  hardly  think  that 
[this]  can  be  described  as  "having 
one's  fingers  in  such  pies." 

— M.M.  Claihmont 

President, 

Clairdale  Enterprises,  Inc. 

New  York,  N.Y. 

Perhaps   tec   should   hat  <     said    \li 
Clairmoiit  had  his  whole  hand  in  llit 

pies—Es). 
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LARGE  CASH  RETURN 

from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANDS 

*  *     *    *     * 

The  United  States  Department 
of  the  Interior  (Bureau  of  Land 
Management)  holds  non-com- 
petitive public  drawings  each 
month  to  afford  all  citizens  over 
the  age  of  21  years  an  equal 
opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by 
the  Federal  Government. 

A  $20.00  tax  deductible  filing  fee 
could  return  you  a  sum  exceeding 
$75,000.00  immediately,  plus  a  pro- 
duction payment  exceeding  one  mil- 
lion dollars  for  possible  future  in- 
come. 

•  •     •     •     • 

For  further  information  on  how  you 
can  intelligently  participate  in  the 
government  sponsored  program,  con- 
tact: 

MAX  WILSON,  INC. 

P.O.  Drawer  1978— FO 

Roswell,  New  Mexico  88201 

Area  Code  505—623-0507 


For  people 

who  have  a  thing 

about!  golf 


Two  18-hole  golf  courses  (1  championship, 
1  lighted  executive).  Gourmet  wining  and 
dining.  Luxurious  guest  rooms.  Tennis  courts. 
Meeting  facilities.  Scottish  baronial  atmos- 
phere. Open  year  round.  Near  airports  and 
arterial  expressways.  Write  for  brochure  L. 
Sam  Mandalari,  Manager,  Palmetto  Express- 
way at  N.W.  154  Street,  Miami  Lakes.Florida 
33014  or  call  Miami  (305)  821-1150. 


Miami  Lakes  Inn 

&  Country  Club 
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Casino  Gaming 


A  16  pg.   comprehensive  and 
authoritative    monthly    news- 
letter devoted  to  the  world  of 
casino  gaming. 
Yearly  sub,  $25.   ■    2  month  trial, $2. 
ROUGE  ET  NOIR,  INC. 
P.O.  Box  6H,  Glen  Head,  N.Y.  11545 lij 
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on  the 


tI  l    -  on  ine 

I  nOUgntS...  Business  of  Life 


Men  walk  almost  always 
in  the  paths  trodden  by  others, 
proceeding  in  their  actions 
by  imitation. 
Niccolo  di  Bernardo 


Such  is  the  nature  of  men  that 
howsoever  they  may  acknowledge 
many  others  to  be  more  witty,  or 
more  eloquent,  or  more  learned, 
yet  they  will  hardly  believe 
there  may  be  many  so  wise 
as  themselves. 
Thomas  Hobres 


No  man  would,  I  think,  exchange 
his  existence  with  any  other  man, 
however  fortunate.  We  had 
as   lief  not   be,    as   not   be   ourselves. 
William  Hazlitt 


The  disesteem  and  contempt 

of   others   is   inseparable   from   pride. 

It  is  hardly  possible  to 

overvalue  ourselves  but  by 

undervaluing  our  neighbors. 

Edward  Clarendon 


Pride  is  at  the  bottom  of 
all  great  mistakes. 
John  Ruskin 


In  prosperity  let  us  particularly 

avoid   pride,    disdain    and    arrogance. 

Cicero 


There  is  a  time  in  every  man's 
education  when  he  arrives 
at  the  conviction  that  envy 
is  ignorance;  that  imitation 
is  suicide;  that  he  must 
take  himself  for  better,  for 
worse  as  his  portion. 
Ralph  Waldo  Emerson 


The  better  part  of  one's  life 
consists  of  his  friendships 
Abraham  Lincoln 


An  imitator  is  a  man  who  succeeds 
in  being  an  imitation. 
Elbert  Hubbard 


You  can't  get  ahead  by 
hanging  on  the  coattails 
of  those  just  ahead. 
William  Feather 


Do  not  some  of  us  love 
ostentation  overmuch,  and  are  too 
prone  to  ape  those  better 
circumstanced  than  ourselves? 
Such  foolishness  not  only  costs 
money,  but  squanders  time. 
It  leaves  too  little  leisure  for 
mental  repose  or  for  mental  exertion, 
too  little  opportunity  for 
self-culture,  too  little  time  for 
learning  the  art  of  living, 
which,  after  all,  should  be  the  end 
we  all  have  in  view. 
B.C.  Forbes 


Almost  all  absurdity  of  conduct 
arises  from  the  imitation 
of  those  we  cannot  resemble. 
Samuel  Johnson 


Whosoever  is  king, 
thou  shalt  be  his  man. 
Thomas  Fuller 


While  all  complain 
of  our  ignorance  and  error, 
everyone  exempts  himself. 
Joseph  Glanvill 


It  is  a  poor  wit  who  lives 
by  borrowing  the  words, 
decisions,  mien,  inventions 
and  actions  of  others. 
John  Lavater 


It  is  a  trite  but  true  definition 
that  examples  work  more  forcibly 
on  the  mind  than  precepts. 
Henry  Fielding 


A  man  who  tries  to  surpass 

another  may  perhaps  succeed  in 

equaling  if  not  actually 

surpassing  him,  but  one  who  merely 

follows  can  never  quite  come  up 

with  him:  a  follower, 

necessarily,  is  always  behind 

QuiNTILIAN 


It  matters  not  how  long  you  live, 
but  how  well. 
Publilius  Syrus 


If  self-knowledge  is  the  road 
to  virtue,  so  is  virtue  still  more 
the  road  to  self-knowledge. 
Jean  Paul  Richter 


Executive  Gift  Suggestions:  Over 
3,000  "Thoughts"  now  available  in 
574-page  book  at  $9.95.  Also  Fact 
and  Comment — the  most  quoted 
editorials  of  Malcolm  Forbes  in 
hardcover  at  $7.95.  Send  check(s) 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  N.Y.  State 
residents,  add  4%-8%  sales  tax. 


A  Text . . . 


Sent  in  by  James  O.  Souther,  Alturas. 
Calif.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  senders 
of  texts  used. 


Let   nothing   be   done    through    strife 
or  vainglory;  hut  in  lowliness  of  mind 
let     each     esteem     other    better    than 
themseh  <s. 
PlIII  .ll'l'l  ans  2:3 
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The  Biggest 
Little  Superpower 
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That  new  customer  just  came  aboard. 
He  could  take  a  big  bite  out  of  your  bank 
balance. 

But  don't  panic.  When  you're  eyeball-to- 
eyeball  with  a  cash  flow  problem,  all  it 
takes  is  money  to  stare  it  down. 

Still  time  to  call  Talcott. 

Let  cash  from  our  Business  Finance 
Divison  be  your  lifeline. 

In  addition  to  Business  Financing  we  offer 
Factoring  and  Computer  Leasing. 
We  also  issue  Commercial  Paper. 

Next  time,  be  sure  your  helmet  is 
screwed  on  straight,  before  you  take 
a  dive. 

For  more  information,  contact  James  Talcott,  Inc., 
Business  Finance  Division,  Oakbrook  North,  Oak  Brook, 
Illinois  60521  (312)  654-3850.  Or  call:  Atlanta  (404)  658-1160. 
Boston  (617)  542-8766.  Chicago  (312)  782-9044. 
Dallas  (214)  742-2546.  Detroit  (313)  962-8600. 
Los  Angeles  (213)  620-9200.  Miami  (305)  377-9561. 
Minneapolis  (612)  339-7711.  New  York  (212)  956-2940. 
St.  Louis  (314)  878-9863.  West  Orange,  N.J.  (201)  325-2200. 


Time  to  call  Talcott. 

He's  enough  to  give  you  the  bends. 

Just  as  that  slippery  new  customer  seems 
to  be  swimming  your  way,  your  cash  line 
fouls.  Suddenly  you're  choking  for  funds 


What  a  breath- 
opportunity. 
But  unless  some 


one  pumps  you 

fresh  money, 

he'll  be  gone 

with  a  flick  of  his  tail. 

Time  to  call  Talcott. 

We  react  swiftly  to  customers'  financing 
needs  at  any  depth. 

Our  Business  Finance  Division  can 
surface  solutions  to  most  cash  problems. 

We  can  raise  collateral  treasure  to  the 
top  and  put  your  financial  position  on 
firm  ground. 


Still  time  to  call  Talcott 


If  your  bank  is  trumpeting 
their  new  office  in  Paris . . . 
or  Hamburg ...  or  Madrid 
they  have  made  our  point 

Is  central  America  Stak 
foreign  to  your  banker? 

^^  provide  banking  services  in 

an  area  it  does  it  better  if 
it's  in  the  thick  of  things. 

This  is  also  true  in 
central  America.  Those  18 
states  that  we're  in  the 
thick  of.  Why  use  banks  in 
New  York,  or  Chicago,  or 
Dallas,  or  Atlanta,  when 


you  can  get  all  you  need 
from  one  source? 

We're  nearly  a  $2  billion 
organization.  Anything  the 
faraway  money  center 
banks  can  do,  we  can  do. 
The  full  range  of  business 
service.  Loans.  Cash  man- 
agement. Pension  and 
profit-sharing  management. 
International  services,  or 
any  other  corporate  bank- 
ing function.  Always  with 
equal  efficiency,  sometimes 
greater. 

If  you're  used  to  crisp, 
professional  bankers  we'll 
get  along  just  fine.  And 
here  in  central  America, 
we're  natives,  not  tourists. 

Call  James  A.  Kinney. 
901-523-4115. 
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The  banks  of  central  America 


It  makes  every  GM  car 
a  real  performer. 


Catalytic  converter 

standard  equipment  on 

1975  model  GM  cars 


The  catalytic  converter  has  enabled  GM 
engineers  to  retune  engines  to  the  standard  of 
excellence  in  acceleration  and  overall  perform- 
ance you've  always  expected  from  GM  cars. 
h  And  in  more  than  a  billion  miles  on  the  road, 
the  converter  has  proved  to  be  quite  a  per- 
former itself.  Even  better  than  we  expected. 
These  are  its  accomplishments: 
—enabled  engineers  to  improve  fuel  econ- 
omy in  city  driving  by  28%  over  1974 
model  GM  cars  on  a  sales-weighted  aver- 
age, according  to  EPA  calculations, 
—reduces  exhaust  emissions  of  hydro- 
carbons and  carbon  monoxide  by  about 
50%  from  already  lowered  1974  levels, 
— lasts  the  lifetime  of  the  car  with  unleaded 
fuel  and  proper  engine  maintenance, 
—in  normal  operation  its  outside  skin  tem- 
perature is  about  the  same  as  an  ordinary 
muffler  and  far  lower  than  the  temperature 
of  an  exhaust  manifold, 
—has  low  sulfate  emissions,  caused  by  in- 
completely refined  fuel,  no  higher  than 
those  of  a  diesel  engine  of  similar  size. 
Auto-makers  in  Europe,  Asia  and  North 
America  have  contracted  to  buy  the  GM  catalytic 
converter  for  their  cars.  It  is  a  world  standard. 
The  catalytic  converter:  fuel -saving  and  ecologi- 
cally sound.  And  its  standard  equipment  on  1975  cars  from 
General  Motors,  a  world  leader  in  automotive  pollution 
control  technology. 

General  Motors 

Chevrolet,  Pontiac,  Oldsmobile,  Buick,  Cadillac,  CMC  Truck 
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PAID  CIRCULATION  OVER  625,000 


The  Fund-amentals,  1975 

In  our  annual  report  on  mutual  funds  last  year,  we  asked  a  southern  med- 
ical man  (among  other  people)  if  he  thought  mutual  funds  would  ever 
return  to  popular  favor.  Obviously  miffed  at  fund  performance,  he  replied: 
"My  father  had  a  buggy  business.  Did  buggies  ever  come  back?" 

The  funny  thing  is  that  this  particular  product  is  coming  back.  The 
stock  market  has  put  on  one  of  its  greatest  rallies  in  history,  rising  in 
just  over  six  months  from  630,  as  measured  by  the  Dow  Jones  industrials, 
to  over  880.  Encouraged,  the  public  has  started  to  come  out  of  the 
bushes  and  invest  again.  While  the  trend  to  funds  could  hardly  be  called 
a  stampede,  it  is  nevertheless  very  encouraging  to  people  in  the  business. 
During  the  first  five  months  of  1975,  the  funds  had  net  sales  of  well  over 
$1  billion,  vs.  net  redemptions  of  $200  million  for  the  same  period  of  1974. 

Nobody  expects  the  funds  to  get  back  to  the  cyclone  days  of  1968  when 
mutual  fund  net  sales  were  running  at  an  annual  rate  of  $3  billion  and 
funds  were  the  hottest  thing  on  Wall  Street.  But,  unlike  buggies,  funds 
are  not  dead,  and  the  reason,  we  think,  is  that  they  offer  a  useful  service 
for  a  good  many  investors. 

There's  a  catch,  however,  and  it  has  never  been  more  obvious  than  in 
the  past  few  years:  Mutual  funds  are  not  a  homogenized  product.  Each 
reflects  its  individual  objectives  and  the  personalities  and  talents  of  the  men 
who  run  it.  To  be  blunt,  some  are  simply  awful.  But  others  are  very  good. 

To  help  our  readers  tell  the  difference,  in  every  year  since  1956  the 
editors  of  Forbes  have  produced  an  annual  mutual  fund  survey.  This 
year's  is  in  full  swing:  The  questionnaires  are  pouring  in,  our  computer  is 
absorbing  information  from  them  and  soon  will  begin  spewing  out  our  fa- 
mous ratings.  The  report  appears  in  the  next  issue.  We  rate  funds  on 
two  scores:  How  good  are  they  when  the  market  is  going  up?  How  good 
are  they  when  the  market  is  going  down? 

If  you  own  funds  or  are  thinking  of  owning  them,  if  you  have  money  to 
invest  and  wonder  if  funds  are  for  you,  you  will  probably  find  this  survey 
the  most  useful  thing  around.  If  you  are  going  to  use  funds  intelligently, 
you  will  have  to  do  some  homework.  Our  survey  is  carefully  designed  to 
make  this  homework  a  bit  easier— and  more  rewarding. 
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An  art  director's  job  is  to  turn  verbal  imagery 
into  visual  imagery.  After  sitting  in  on  an  edi- 
torial meeting  on  the  cover  for  this  issue  ("The 
Biggest  Little  Superpower  .  .  ."  p.  20),  Art  Di- 
rector Ed  Wergeles  translated  this  as  "a  little 
Arab  country  casting  a  mighty  shadow."  It  is, 
unfortunately,  a  long  way  to  Kuwait,  so  Wer- 
geles called  in  a  well-known  experimental  pho- 
tographer, Al  Francekevich,  and  his  associate, 
Jan  Cobb.  The  cover  required  two  separate 
exposures.  First  the  photographers  built  a  kind 
of  miniature  movie  set— a  plaster  of  Paris  hill 
covered  with  terrarium  sand.  On  it  they  placed 
a  four-inch  figurine  of  an  Arab  with  a  studio 
spotlight  to  the  rear.  That  was  for  exposure  No. 
One.  To  make  the  shadow  bigger  than  real 
life,  and  hence  to  make  our  point,  they  attached 
a  tinfoil  cutout  on  the  face  of  the  spotlight 
and  sprinkled  darker  sand  within  the  borders 

of  the  shadow  it  cast.  In  exposure  No.  Two  they  shot  the  "sun"— another 
spotlight,  covered  with  a  filter,  placed  in  register  with  the  first  exposure- 
using  a  second  camera.  It  wasn't  an  easy  job,  but  it  saved  Wergeles  and 
his  crew  a  lot  of  traveling  and  made  our  point,  we  think,  better  than  an 
actual  location  scene  would  have  done.  ■ 
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LARGE  CASH  RETURN 

from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANDS 


The  United  States  Department 
of  the  Interior  (Bureau  of  Land 
Management)  holds  non-com- 
petitive public  drawings  each 
month  to  afford  all  citizens  over 
the  age  of  21  years  an  equal 
opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by 
the  Federal  Government. 

A  $20.00  tax  deductible  filing  fee 
could  return  you  a  sum  exceeding 
$75,000.00  immediately,  plus  a  pro- 
duction payment  exceeding  one  mil- 
lion dollars  for  possible  future  in- 
come. 

•     •     •     •     • 

For  further  information  on  how  you 
can  intelligently  participate  in  the 
government  sponsored  program,  con- 
tact: 

MAX  WILSON,  INC. 

P.O.  Drawer  1978— FO 

Roswell,  New  Mexico  88201 

Area  Code  505-623-0507 


DO-IT-YOURSELF   ROOF 
SPRAY  SAVES  MONEY 


The  cost  of  roofing  contractors  has  gone  out 
of  sight.  The  Do-lt-Yourself  Randustrial® 
Roof  Spray  Process  is  the  way  to  keep  roofing 
costs  in  line  this  year.  Your  own  men  do  the 
work  and  we  provide  the  equipment  and 
know-how  at  no  charge  to  you.  The  process  is 
so  simple  that  your  unskilled  laborers  achieve 
professional  results.  Inquire  today  for  details 
and  your  free  copy  of  our  new  64  page  1975 
Roofing  and  Maintenance  Catalog. 

□  Show  me  your  color  roofing  movie. 
Q   FREE  64  page  Maintenance  Catalog. 

NAME 

TITLE 

COMPANY 

ADDRESS 

CITY 


STATE.ZIP. 
TEL.  NO.  _ 


Randustrial . 
Corporation 


Sales  Offices  in  Principal  Cities . 


13306  Union  Ave. /Cleveland,  Ohio  44120 
Phone:  (216)  283-0300 


Trends  &Tangents 


Foreign 


Upside  Down  Under 

It  seems  only  yesterday  that  Aus- 
tralia was  one  of  the  world's  most 
hospitable  climates  for  foreign  invest- 
ment, but  that  was  before  the  left- 
wing  Whitlam  government  came  to 
power.  Today  most  foreign  investors 
shun  Australia,  and  with  good  rea- 
son. In  his  latest  antic,  Prime  Minis- 
ter Gough  (Water  Boy)  Whitlam  re- 
vealed that  his  government  was  try- 
ing to  borrow  $4  billion  from  Arabs  as 
a  substitute  for  investment  from  West- 
ern countries.  In  connection  with  the 
borrowing,  one  of  the  more  rabid 
chauvinists  in  Whitlam's  government, 
James  Cairns,  was  caught  dealing 
with  some  sleazy  go-betweens  and 
was  forced  to  resign,  but  Whitlam 
says  his  government  is  still  looking 
for  a  big  Arab  loan.  Meanwhile,  Aus- 
tralia is  caught  up  in  a  Britain-like 
situation,  with  strikes  rampant  and  in- 
flation running  at  20%  a  year. 

Whose  Holiday? 

It  has  been  a  tradition  for  the 
World  Bank  and  the  International 
Monetary  Fund  to  hold  their  five-day 
joint  annual  meeting  during  the  last 
week  of  September.  This  year,  how- 
ever, the  financial  confab  has  been  re- 
scheduled. Why?  Because  the  Arabs 
wanted  it  that  way.  On  the  old  sched- 
ule the  meeting  would  interfere  with 
Ramadan,  the  month-long  Moslem 
holiday.  Everybody  wants  to  accom- 
modate the  Arabs.  After  all,  they've 
lent  over  $2  billion  so  far  to  the  Bank 
and  the  Fund,  and  both  of  these  in- 
stitutions hope  for  more.  The  new 
date?  Sept.  1,  a  date  that  will  inter- 
fere with  the  U.S.'  Labor  Day  holiday. 


Business 


Shocking! 

Lou  Brock  can  get  away  with  steal- 
ing bases,  but  21  persons  in  Alabama 
are  in  the  toils  of  the  law  for  stealing 
electricity.  In  what  might  be  termed 
a  rural  "re-volt,"  they  illegally  recon- 
nected themselves  to  Alabama  Power 
Co.  lines.  One  method  is  to  steal  a 
meter  from  a  vacant  home  after  one's 
own  meter  has  been  removed;  an- 
other is  to  hook  into  a  power  line  with 
wire  straps  or  jumpers.  Both  methods 
are  hazardous  because  of  the  risk  of 
electrocution.  Earlier  this  year,  27  per- 
sons in  Alabama  were  convicted  lor 
stealing  electricity,  which  carries  a 
fine  of  up  to  $500  or  six  months  in 
jail  or  both. 


What  Happened  To  Diets? 

Recession  is  supposed  to  be  a  bad 
time  for  eating  out,  but  the  food  ser- 
vice industry  showed  the  largest  per- 
centage increase  among  all  retail 
groups  during  May.  The  National  Res- 
taurant Association  (NRA),  citing 
Bureau  of  the  Census  advance  data, 
says  U.S.  restaurant  sales  in  May  were 
$4.2  billion,  16.1%  ahead  of  the  same 
1974  month.  This  is  considerably 
higher  than  the  7.5%  increase  in  total 
retail  sales  and  the  9.5%  increase  in 
the  consumer  price  index.  Food  ser- 
vice volume  was  $18.3  billion  in 
1975's  first  five  months,  up  14.8%  from 
last  year.  The  NRA,  which  represents 
more  than  125,000  restaurants,  says 
the  food  service  industry  continues  to 
be  the  nation's  fourth-largest  retail 
business. 

Superfoil 

What's  five  times  as  strong  as  alu- 
minum and  twice  as  strong  as  copper, 
yet  is  as  thin  as  aluminum  foil?  It  is  a 
new  British  product— iron  foil— that  is 
produced  not  by  rolling  but  by  elec- 
trodeposition  on  a  large  drum,  from 
which  it  is  peeled  off  in  a  continuous 
sheet.  The  foil's  wide  variety  of  ap- 
plications include  not  only  packaging, 
but  also  several  electronics,  aerospace 
and  other  uses  based  on  iron's  unique 
magnetic  properties.  ■ 
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CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  □  1  year  $15.00 
□  3  years  $30.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  orders, 
add  $4  a  year;  other  foreign,  add  $9 
a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 
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ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 


(please  print) 


New  Address: 


City 


State 


Zip 


F-4826       | 
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GALX 

isproud to  announce 

thatwdve 
chan^dournameto 

GALX 

In  1 898,  GATX  went  into  business,  leasing  railroad  cars  to 
American  industry. 

Since  then,  we've  expanded  both  the  range  of  products  and 
services  we  offer,  and  the  sphere  of  our  operations. 

And  so  we're  changing  our  name,  to  reflect  the  increased 
scope  of  our  activities. 

From  now  on,  we're  calling  ourselves  simply  GATX  Corpora- 
tion, instead  of  General  American  Transportation  Corporation. 

You'll  notice  we're  keeping  the  same  initials:  GATX.  Because 
they've  been  with  us  for  such  a  long  time.  And  because  for  years, 
people  have  been  calling  us  GATX. 

At  the  same  time,  we're  restructuring  our  company,  making  it 
a  holding  company,  instead  of  an  operating  and  holding  company. 

And  our  old  name,  General  American  Transportation  Corpora- 
tion, is  now  the  name  of  one  of  our  subsidiaries. 

So  from  now  on,  when  you  see  our  familiar  initials,  we  hope 
you'll  remember: 

They  stand  for  GATX  Corporation,  a  company  that  provides 
capital  assets  and  related  services,  worldwide,  in  all  these  areas: 

Transportation:  railroad  car  leasing  and  sales,  ocean  ship 
chartering,  Great  Lakes  shipping. 

Bulk  Liquids  Distribution:  storage  terminals,  pipelines. 

Manufacturing:  heavy  industrial  equipment  and  facilities, 
specialized  railroad  cars. 

Financial  Services:  equipment  leasing,  insurance,  banking. 


GATX 

GATX  Corporation,  1 20  South  Riverside  Plaza,  Chicago,  Illinois  60606 


Celestron"  Multipurpose  Telescopes 


On  Display  at  Museums  and  Planetariums  Throughout  the  Country 


The  rhnifo      Three  reasons  why 
i  ne  unoice.    experienced  te,e. 

scope  enthusiasts  and  leading  col- 
leges, universities  and  science 
centers  the  world  over  repeat- 
edly select  Celestron  telescopes: 

The  Celestron  5.  A  tabletop 
observatory  for  exploring  the 
Moon,  planets,  scores  of  open  star 
clusters  and  gossamer  nebulae  at  up 
to  300X.  For  casual  observing  or  tele- 
photography, rest  the  instrument  on 
any  flat  surface,  swing  up  the 
tube  and  focus.  Close  in 
on  the  whiskers  of  a 
squirrel  at  the  near 
focus  of  20  ft.  or  the 
face  of  a  friend  at  half 
a  mile.  The  3V2-lb.  tube 
demounts  for  hand-held 
shots  at  25X.  (Size 
swung  down:  7"  x  8"  x 
16",  Wt.:  12  lbs.,  Base 
price,  including  electric 
star  tracker  and  auto- 
matic star  locater,  $750) 

The  Celestron  8.  Eight  full 
inches  of  aperture  make  this 


portable  observatory  in  a  suitcase  the 
amateur's  favorite  for  studying  the  sur- 
face features  of  Mars,  the  subdivided 
rings  of  Saturn,  the  ever-changing 
belt  structure  of  Jupiter,  the 
intricate  filamentary  detail 
of  deep-sky  nebulae,  the 
central  regions  of  glob- 
ular clusters  at  up  to 
500X.  Also  the  ulti- 
mate terrestrial  tele- 
scope or  telephoto! 
(Size  swung  down: 
9"  x  12"  x  22". 
Wt  :  23  lbs.,  $895) 
The  Celestron  14. 
The  appeal  of  this 
prestigious,  fully 
electric  dome  instrument  is  enhanced  by  a 
unique  design  that  also  makes  it  the  world's 
argest  one-man-portable.  Demount  and  load  it 
into  your  compact  car  in  five  minutes!  Within 
range  of  the  Celestron  14,  at  up  to 
850X.  are  the  delicate  contrast  levels 
of  the  diffuse  and  planetary  nebulae, 
the  spirals  of  remote  galaxies, 
and  the  quasars.  (Size  swung 
down:  18"  x  22"  x  44".  Wt     108 
lbs  ,  $3,750) 


CeleStrOIl  Pacific      2835  Columbia  •   Box3578-F      •  Torrance,  CA  90503 

World's  Leading  Manufacturer  of  Compact-Portable  Telescopes 


For  sale  or  trade:  vast  tracts  of  land 

ideal  far  development  or  spoliation, 

owned  bv  Champion  Realty  Corporation 

a  subsidiary  of 
Champion  International  Corporation 

Now  the  opportunity  to  make  substantial  investments  in  prime  real  estate  is 

available  to  large  corporate  and  individual  investors.  Lands  previously  held  as 

timber-producing  properties  and  now  considered  of  greater  real  estate  value 

are  being  offered  for  sale  or  trade  by  Champion  Realty  Corporation,  a 

wholly  owned  subsidiary  of  Champion  International  Corporation.  Ideal  for 

development  or  speculation,  these  tracts  of  land  being  offered  are  chiefly 

concentrated  in  or  near  the  metropolitan  area  of  Houston,  Texas  within 

primary  growth  patterns  of  the  city  and  are  also  located  along  the  scenic  Oregon 

coast,  in  the  White  Mountains  of  New  Hampshire,  the  Blue  Ridge-Great 

Smoky  Mountains  of  North  Carolina,  Northwest  of  New  Orleans,  Louisiana, 

South-Central  Virginia,  and  in  the  city  of  San  Jose,  California.  Agents  and 

principals  are  invited  to  request  a  full  description  of  these  properties. 

Call  or  write  today. 

lor  a  brochure  describing  Ihex  propertlei  In  druil.  call  or  write  toda;. 

(fQjj  Champion  Realty  Corporation 

A  subsidiary  of  Champion  International 
2700  South  Post  Oak  Road,  Suite  2480.  Dept.  I.  Houston.  Texas  U.  S.  A.  77027 


Readers  Say 


More  Chaos 

Sir:  You  were  absolutely  correct  in 
"Congress  Should  Take  Back  The  Post 
Office"  ( Fact  6-  Comment,  July  1 ) . 
As  the  former  Postmaster  of  Chicago, 
the  experience  I  gained  running  the 
world's  largest  post  office  provided 
me  with  an  insight  few  people  have 
had.  As  a  result  of  this  experience,  I 
am  confident  that  the  Postal  Corp., 
now  in  effect,  will  only  result  in  fur- 
ther chaos. 

—Harry  H.  Semrow 

Commissioner, 

Office  of  the  Cook  County 

Board  of  Appeals 

Chicago,  111. 

Sir:  The  main  problem  for  the 
Post  Office  is  too  many  managers. 
In  the  post  office  where  I  formerly 
worked,  there  were  12  supervisors  for 
less  than  100  employees.  Most  of  the 
supervisors  were  either  untrained 
or  afraid  to  make  a  decision  for  fear 
it  might  be  the  wrong  one.  .  .  .  Most 
senior  managers  came  up  in  the  old 
Post  Office  Department  and  resent  the 
new  Postal  Service.  They  will  do  any- 
thing to  scuttle  it  in  hopes  it  will  go 
back  to  Congress. 

—Retired  Postal  Worker 
Miami,  Fla. 

Good  Motives 

Sir:  Your  article  "Paper  Money" 
( The  Numbers  Game,  July  1 )  fo- 
cused on  the  financial  reporting  prob- 
lems associated  with  the  retirement 
of  debt  before  maturity.  In  doing  this 
not  every  company's  objective  is  to 
produce  an  unreal  profit  to  make  their 
earnings  look  better.  In  1974,  we  is- 
sued a  new  series  of  11.5%  converti- 
ble debentures  in  addition  to  the  6% 
series  outstanding.  .  .  .  The  purpose  of 
our  simultaneous  debenture  exchange 
was  to  increase  the  size  of  this  new 
issue  and  to  reduce  our  total  debt. 
Although  we  made  every  effort  to 
identify  this  unusual  event,  includ- 
ing a  special  footnote  and  disclosure 
in  a  separate  line  in  our  income  state 
ment,  under  accounting  rules  we  were 
required  to  include  this  amount  in  our 
net  income  and  prohibited  from  treat- 
ing it  as  an  extraordinary  item. 

—John  F.  Mc  Nifi 

Vice  President-Finance, 

The  Allen  Group 

Melville,  N.Y. 

Value  Line  Knew 

Sir:  In  your  story  <>n  the  Milwau 
kee    Railroad    {June    IS)    you    said. 

".  .  .    Value   Line   failed    to   note    Land 

(Continued  <>>i  page 
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The  Wall  Street  Journal 

isn't  just 
a  fair-weather  friend. 


These  are  not  the 
sunniest  times  for  people 
in  business.  World  events 
have  fouled  the  weather, 
and  uncertainty  clouds 
the  future. 

We  suggest  that 
there  has  never  been  a 
better  time  to  read  The 
Wall  Street  Journal. 

Now,  more  than  ever,  it  is  important 
that  you  have  up-to-the-minute,  in-depth, 
unbiased  business  information  to  use  to  plan 
your  moves.  The  Journal  gives  you  such 
information  every  business  day  —  gathered, 
edited  and  organized  by  the  world's  largest 
staff  of  business-news  experts. 

From  around  the  world,  The  Journal 
reports  everything  that  happens  that  can 
affect  business  —  Washington,  the  Mid  East, 
London,  Paris,  the  Far  East,  Tokyo,  Detroit. 
Not  just  what  is  being  done,  but  what  is 
being  thought.  Not  just  what  has  happened, 
but  what  may  happen.  Authoritatively. 
Clearly.    Dependably.    And    daily  — so    you 


have  time  to  act  upon  it. 
If  you  send  in  the 
attached  card,  you  can  get 
The  Wall  Street  Journal 
delivered  to  your  home  or 
office  every  business  day 
for  only  80<t*  a  week  for  any 
period  from  13  weeks  to  a 
\  year.  If  the  card  is  missing, 
call  this  toll-free  number: 
800-257-0300.  (In  New  Jersey,  call  800-322- 
8150.)  For  new  subscriptions  only. 

Try  The  Journal.  It  can't  make  the  rain 
stop;  but  it  may  help  to  keep  you  from  get- 
ting drenched.        PV*4 

The 

Wall  Street 

Journal 

2B568    *Price  good  in  United  States  and  possessions  and  Canada. 


The# 
Financial 
Architect. 

He's  designing  the  best 

financial  plan 

for  his  company 


And,  it's  a  lot  easier  for  him  with  the  help 
of  The  Northern  Trust  Bank. 

Alan's  major  concern  is  how  to  finance 
the  growth  of  his  company.  What  will  the 
company's  needs  be  during  the  next  few 
years,  and  what  is  the  best  way  to  meet  them. 

The  Northern  Trust's  corporate  finance 
officers  can  assist  in  determining  the  financ- 
ing  requirements    of   his    company — how 


much,  when,  and  for  how  long. 

In  addition,  he  will  be  provided  with  a 
detailed  analysis  of  all  the  appropriate  financ- 
ing alternatives.  It  gives  the  necessary  in- 
formation to  develop  a  sound  plan  specifi- 
cally designed  for  his  company — now  and 
in  the  future.  And,  should  this  plan  include 
bank  credit  or  a  private  placement  of  long- 
term  debt,  The  Northern  Trust  can  assist 


the  company  in  raising  the  funds  needed. 

If  you'd  like  further  information  about 
financial  planning,  contact  your  Northern 
Trust  calling  officer  or  James  D.  Hinchliff, 
Senior  Vice  President,  Metropolitan  Group, 
or  B.  T.  Reidy,  Senior  Vice  President,  Na- 
tional Group  at:  The  Northern  Trusl  Hank, 
50  S.  LaSalle  St.,  Chicago  60690.  (312) 
346-5500. 


The  Northern  Trust  Bank 

Bring  your  financial  future  lo  us. 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


THE   BRIGHTEST   SPOT  IN   RECESSION'S   DARKNESS 


It  is  to  be  hoped  that  most  Americans,  especially  busi- 
nessmen, are  aware  of  the  growing  number  of  times  and 
number  of  ways  in  which  major  union  leaders  have  sat 
down  with  corporate  chieftains  in  order  to  develop 
ways  and  coordinate  means  of  meeting  certain  severe 
recession  problems. 

The  tax  cut  bill  included,  along  with  rebate  checks, 
investment  credits  for  industry,  and  this  had  outspoken 
Labor  support.  The  steelworkers'  union  has  fought  to 
ameliorate  more  extreme  environmental  standards  when 
enforcement  would  jeopardize  plants  while  adding  only 
minusculely  to  pollution  elimination.  President  Ford's  rec- 
ommendations for  assorted  stimuli  to  modernize  existing 
plant  and  add  to  utility  output  have  the  full  endorsement 
of   major  labor  chieftains   as   well   as   corporate   tycoons. 


With  unemployment  at  its  highest  in  percentage  and 
in  numbers  since  the  Depression,  and  with  real  wages 
buying  less,  instead  of  inflammatory  demagoguery  many 
key  union  leaders  are  proving  to  be  exactly  that.  Without 
baclcing  away  one  iota  from  efforts  to  garner  ever  more 
for  their  members,  they  have  displayed  a  deep  knowl- 
edge of  what  makes  the  economy  tick,  of  what  part 
capital  investment,  and  the  profit  that  attracts  it,  must 
play  in  expanding  employment. 

The  millennium  ain't  here  and  never  will  be,  but  the 
country  can  take  comfort  from  the  fact  that  its  leaders 
in  labor  and  business  are  not  recklessly  following  into  the 
British  abyss. 

Now  if  only  the  politicians  would  take  note  and  even 
mildly  begin  to  do  likewise  .  .  . 


TWO  FIRST-RATE   ENERGY  PROPOSALS 


Short  of  being  able  to  harness  and  store  all  the  energy 
spent  talking  about  the  subject,  two  energy  ideas  deserve 
prompt  action. 

First,  a  simple  way  has  been  suggested  to  stockpile 
the  equivalent  of  many  months  of  oil  imports  and  thus 
lessen  the  crippling  damage  another  embargo  would 
swiftly  bring.  The  Petroleum  Council  has  recommended 
the  use  vof  vast  natural  salt  domes  in  Texas,  Louisiana 
and  Mississippi.  The  technique  for  such  storage  is  well 
tested,  proven— and  relatively  cheap.  In  two  to  four  years 
we  could  salt  away  an  oil  reserve  that  would  give  us  six 
or  eight  months  of  independence.  It  is  heartening  to  see 


Congress  moving  positively  to  effect  such  an  idea,  there- 
by showing  at  least  some  awareness  on  their  part  of  our 
dire  energy  dangers. 

The  second  first-rate  proposal  is  a  soundly  conceived 
Westinghouse  Electric  plan  for  building  floating  nuclear 
power  plants  that  can  be  "anchored"  offshore.  They 
would  eliminate  virtually  all  ecological  problems,  would 
help  prevent  electricity  shortages  due  in  the  1980s.  And 
because  production  of  these  units  can  be  standardized, 
construction  costs  could  be  sizably  reduced.  The  Govern- 
ment should  move  for  approval  of  Westinghouse's  proposal, 
now  before  the  Federal  Energy  Administration. 


WHO'D   EVER  HAVE   PREDICTED 


a    merger    proposal    involving    Gulf    Oil    and    Rockwell 
International? 

After  Rockwell's  galloping  growth-by-acquisitions  to 
its  present  $4.4  billion  in  sales,  we're  a  bit  unac- 
customed to  thinking  that  there  is  any  corporate  whale 


around  big  enough  for  Rockwell  to  be  a  Jonah-sized  meal. 

Rut  the  way  Gulf's  threshing  and  being  threshed  around 
these  days,  I  suppose,  with  $18.2  billion  in  revenues,  most 
anything  might  happen. 

Rut  I'll  wager  this  particular  proposal  doesn't. 
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HITTING  'EM   WHERE  THEY  ARE 


For.  the  first  time  in  a  long  time 
there's  exciting  evidence  that  Detroit 
—at  least  a  couple  of  segments  of  it- 
is  going  to  meet  head-on  the  foreign 
car  competition  (see  page  17). 

Instead  of  continuing  loftily  to  ig- 
nore the  increasing  inroads  of  expen- 
sive foreign  cars  into  Cadillac's  domi- 
nance of  the  U.S.  luxury  market, 
Caddy's  come  out  with  the  most  ef- 
fectively competitive  sales  brochure  I 
have  ever  seen.  Entitled  "The  Ameri- 
can Answer,"  it  depicts  the  Seville  on 
six  pages  and  devotes  the  next  16 
pages  to  flattering  pictures  and  full, 
fair  descriptions  of  the  top  of  the  line 
of  Mercedes,  Volvo,  Rolls-Royce,  Jag- 
uar and  BMW.  No  hyperbole. 

The  brochure  winds  up  with  a  de- 
tailed   chart   of   most    every   relevant 


What  looks  like  the  newest  Cadillac 
and  is  priced  like 
the  newest  VW? 

Ford  Granada. 
1975s  best-selling  newcomer 


Look  close  and  compare.  Ford  means  value. 
And  your  local  FordUealer  can  show  vou. 


FORD 


specification  and  feature— and  price. 
For  this  part  of  the  auto  market,  De- 
troit now  does  have  and  does  give  a 
convincing  American  Answer. 
#  *  * 
The  other  signal  that  our  huge, 
hurting  automotive  industry  is  still 
alive,  and  may  get  well  sooner  rather 
than  later,  is  Ford's  heads-up,  head-on 
sell  for  the  Granada,  which  a  friend 
described  to  me  as  "the  poor  man's 
Lincoln."  You've  got  to  admit  this  ad- 
vertisement looks  hard  to  beat.  It  has 
to  hurt  Volkswagen  with  the  price 
comparison— though  Ed  Kennard, 
general  manager  of  Cadillac,  did  tell 
me  the  other  day  that  they  were  hap- 
py to  have  Ford  advertising  the  Se- 
ville since  Caddy's  own  budget  for  the 
purpose  was  limited. 


NO   MATTER  HOW  THIN  YOU  SLICE  IT 


TWA,  too,  is  nearly  broke  and  sorely  strapped  for 
cash.  Understandably,  management  would  like  to  collect 
monies  owed  as  swiftly  as  possible.  So  they've  decided 
to  bill  their  Universal  Air  Travel  Plan  accounts  every  two 
weeks  instead  of  monthly. 

But  does  this  entitle  'em  to  tax  their  customers'  credulity 
along  with  the  invoices?  In  their  letter  notifying  chargers 
that  they  will  now  be  billed  with  twice  the  speed  here- 
tofore, TWA  writes : 

"TVVA's  goal  is  to  offer  the  most  convenient  billing 
system  in  the  airline  industry.  It  appears  that  monthly  bill- 


ing of  travel  charges  has  caused  accounting  and  reconcilia- 
tion problems,  and  consequently  many  accounts  have 
requested  more  frequent  billing. 

"For  this  reason,  we  have  adjusted  our  billing  cycle  to 
a  twice-monthly  frequency. 

"We  will  continue  to  review  our  system  in  light  of 
your  requirements." 

Just  how  many,  do  you  suppose,  of  these  TWA  ac- 
counts "have  requested  more  frequent  billing"? 

I'll  wager  the  number  of  such  requests  runs  the  gamut 
from  none  to— at  the  outside— one. 


IT  MAKES   YOU  WONDER 


When  this  news  photograph  ap- 
peared all  over  the  world  recently 
showing  the  Japanese  premier  on  the 
ground  and  his  assailant  being  re- 
strained by  other  civilian  dignitaries, 
an  enormous  incongruity  struck  me 
most  forcefully. 

In  the  background  you  see  immac- 
ulately uniformed,  totally  immobile 
military  men,  who  look  to  be  honor 
guards.  If  that  is  so,  some  guard!  Not 
one  of  them  seems  to  have  made  the 

DEFINITIONS 

Uneducated,  i.e.,  mental  prejudice. 
Uncouth,  i.e,  expressed  prejudice. 
Unpardonable,  i.e.,  acting  from  prejudice. 
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slightest  move  to  protect  his  coun- 
try's chief  executive.  From  what  can 
be  seen,  even  then  laces  remain 
expressionless. 

How  do  you  explain  it? 

Would  a  U.S.  Marine  honor  guard 
under  the  same  circumstances  fail 
to  react? 

Is  it  a  tribute  to  discipline  beyond 
its  purpose? 

I  don't  know. 

What  do  you  think? 


ALWAYS   LISTEN  TO   A   MAN 

when  he  describes  the  faults  oi  others. 
Ofttimes,  most  times,  he's  describing 
his  own,  revealing  himself. 

-MALCOLM  S.  FORBES, 

FrJifr>r.in-Chwf 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Poverty's  Relative 

To  all  who  would  substitute  a 
planned  economy  for  the  free  market, 
the  system  in  which  free  people  freely 
decide  the  best  use  of  our  resources, 
I  say  consider  only  this:  What  we  de- 
fine as  the  poverty  level  in  America 
is  the  average  family  income  in  Russia. 
—Thomas  A.  Murphy, 
Chairman,  General  Motors  Corp. 

The  Great  Wood  Shortage 

In  1593,  the  supply  of  firewood 
became  so  short  that  Britain  took 
measures  to  conserve  what  was  left. 
The  price  of  wood  jumped  800  per 
cent.  To  obtain  relief,  a  previously 
untapped  energy  source— coal— was 
substituted.  That  change  led  to  .  .  . 
countless  technical  innovations  that 
eventually  kicked  off  the  industrial 
revolution.  Anyone  faint-hearted 
enough  to  think  we  aren't  going  to 
cope  with  our  energy  problems  should 
consider  the  great  wood  shortage  of 
1593.  -Our    Sun, 

Sun  Oil  Co.  publication. 

Definitive  Definitions 

I  am  indebted  to  that  splendid 
British  newspaper,  the  Financial 
Times,   for   the   following  definitions: 


Socialism:  You  have  two  cows,  and 
you  give  one  to  your  neighbor. 

Communism:  You  have  two  cows, 
the  government  takes  both  of  them 
and  gives  you  milk. 

Fascism:  You  have  two  cows,  the 
government  takes  both  of  them  and 
sells  you  milk. 

Nazism:  You  have  two  cows,  the 
government  takes  both  of  them  and 
shoots  you. 

Bureaucracy:  You  have  two  cows, 
the  government  takes  both  of  them, 
shoots  one  of  them,  milks  the  other 
and  pours  the  milk  down  the  drain. 

Capitalism:    You    have    two    cows, 

you  sell  one  of  them  and  buy  a  bull. 

—Gordon  Booth,  British 

Consul-General,  New  York  City. 

Welfare  Uber  Alles 

CHICAGO-For  18  months  the 
mailman  delivered  welfare  checks  to 
Calvin  Barron,  wanted  for  murder, 
while  police  hunted  him  without 
success. 

Barron,  39,  has  stopped  receiving 
his  $206  monthly  payment  now,  but 
authorities  still  can't  find  him. 

"I've  had  all  kinds  of  cases  in  my 
20  years  as  a  policeman,  but  this  one 
really  floored  me,"  said  Fred  Pennix, 


now  a  welfare  fraud  investigator.  "I 
never  dreamed  anything  like  this 
would  happen,  especially  when  you 
consider  he  collected  the  money  un- 
der his  own  name." 

—Associated  Press. 

Positively  ISot 

I  confess  that  there  are  several 
parts  of  this  Constitution  which  I  do 
not  approve,  but  I  am  not  sure  I  shall 
never  approve  them.  For  having  lived 
long  I  have  experienced  many  in- 
stances of  being  obliged  by  better  in- 
formation, or  fuller  consideration,  to 
change  opinions  even  on  important 
subjects  which  I  once  thought  right, 
but  found  to  be  otherwise.  It  is 
therefore  that  the  older  I  grow,  the 
more  apt  I  am  to  doubt  my  own  judg- 
ment, and  pay  more  respect  to  the 
judgment  of  others. 

—Benjamin  Franklin. 

Topless,  Bottomless 

If  everybody  bought  at  the  [stock 
market's]  bottom  and  sold  at  the  top, 
then  the  top  would  be  the  bottom  and 
the  bottom  be  the  top. 

—Carl  E.  Hathaway, 

Senior  Vice  President,  Morgan 

Guaranty  Trust  Co.,  in  Forbes. 


STIMULATING   SURPLUSES 

by  M.  S.  Forbes  Jr. 


Will  the  economy  suffer  from  a 
capital  shortage?  Will  business  be 
able  to  raise  sufficient  amounts  of 
money  to  meet  necessary  plant  and 
equipment  needs? 

With  the  recession's  end  now  in 
sight  or  at  hand,  fears  of  capital 
shortages  are  growing  among  busi- 
nessmen and  members  of  the  Ford 
Administration,  especially  in  Sec- 
retary William  Simon's  Treasury 
Department. 

The  Brookings  Institution,  a 
Washington-based,  liberal-oriented 
think  tank,  recently  completed  a 
study  on  the  capital  adequacy 
problem.  The  economy,  said  the 
report,  will  indeed  generate  enough 
capital  through  1980.  What  was 
intriguing  about  the  paper,  how- 
ever, was  one  of  the  preconditions 
it  listed  for  realizing  this  goal:  that 
when*  the  economy  is  firmly  on  the 
upswing  the  budget  of  the  Feder- 
al Government  show  surpluses 
rather  than  deficits. 

Too  many  economists  and  poli- 
ticians still  associate  budget  def- 
icits   with    economic    stimulation. 


Like  the  once-hoary  axiom  that  de- 
flation was  the  only  way  to  com- 
bat depression,  this  current  piece 
of  dogma  needs  revising. 

The  Government  debt  today  is 
over  one-half  trillion  dollars.  Not 
all  the  money  to  finance  and  re- 
finance government  deficits  comes 
directly  from  the  Federal  Reserve's 
printing  press.  Many  of  those  bil- 
lions are  sucked  directly  out  of  the 
economy.  With  a  surplus,  not  only 
would  those  billions  stay  within 
the  economy,  but  billions  more 
would  also  be  freed  up  for  other 
investments. 

(If  the  Government  doesn't  have 
to  refinance  all  of  its  debt,  then 
some  funds  invested  in  the  matur- 
ing debt  would  have  to  find  other 
outlets.  If  that  money  is  reinvested 
in  outstanding  government  securi- 
ties, then  the  prices  of  those  securi- 
ties would  rise  since  there  would 
be  fewer  of  them.  Which  would 
mean  lower  interest  rates.) 

As  long  as  the  Federal  Reserve 
stuck  to  its  goal  of  increasing  the 
money  supply  at  a  6%  or  so  annual 


rate,  those  budget  surpluses  would 
stimulate  the  economy  rather  than 
deflate  it. 

Is  a  balanced  budget  an  unreal- 
izable goal?  Not  necessarily.  If  we 
avoid  new  tax  cuts,  new  spending 
programs,  a  reviving  economy  will 
gradually  provide  the  necessary  tax 
revenues. 

In  fact,  a  combination  of  a  bud- 
get surplus  and  a  mild  expansion 
of  the  money  supply  would  be  a 
fairer,  more  efficacious  way  of  pro- 
viding business  with  capital  than 
would  be  a  potpourri  of  addition- 
al tax  cuts. 

*      *      # 

A  few  days  ago  this  writer  fin- 
ished reading  Breach  of  Faith, 
Theodore  White's  bestselling  book 
on  the  Watergate  affair.  Not  only 
does  the  book  absorbingly  recount 
what  happened,  but  also  attempts, 
mostly  successfully,  to  explain  why 
it  happened.  Unlike  so  many  com- 
mentators, White  avoids  polemics 
and  axe-grinding  interpretations. 
Overall,  a  first-rate  book  by  a  first- 
rate  writer. 
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Westinghouse  today... 


A  power  company  concerned  about  the  economy 
orders  two  more  nuclear  systems. 


Florida  Power  &  Light  has  just  signed  a  contract  for 
two  Westinghouse  nuclear  reactor  systems  and 
fuel,  value  more  than  $1 00  million.  They  will  join  two 
of  our  nuclear  systems  presently  in  operation  (shown 
in  photo). 

For  Florida,  nuclear  power  offers  protection 
against  runaway  power  costs  that  might  hurt  the 
state's  future.  The  average  total  cost  of  electricity 
from  U.S.  nuclear  power  plants  today  is  about  40% 
less  than  electricity  from  fossil  fuel  plants — and 
without  nuclear  power,  Florida's  power  system 
would  be  dependent  on  fossil  fuels. 

FPL's  present  nuclear  power  plants  are  good 
neighbors.  Around  them,  a  vast  area  serves  as  a 
wildlife  refuge.  The  cooling  canals  teem  with  lobster 
and  shrimp.  Twelve  miles  of  adjacent  shoreline  are 
being  preserved  in  their  natural  state. 

The  new  nuclear  systems,  each  rated  at 
1 ,1 50,000  kilowatts,  will  start  operating  in  the  1980's. 


W 


Forbes 


About  To  Ebb 

The  "flood"  of  automobile  imports  is 
cresting  and  the  tide  is  going  out. 


The  news  certainly  looks  bad  for  De- 
troit. In  the  first  six  months  of  1975 
foreign  cars  have  taken  20%  of  the 
U.S.  automobile  market.  Of  course,  to 
do  that  the  imports  only  had  to  fare 
reasonably  in  a  terrible  market— the 
worst  first  half  in  the  last  14  years 
in  the  auto  business.  But  predictably, 
U.S.  critics  of  the  auto  industry  are 
singing  a  lament  about  how  Detroit 
cannot  adapt,  cannot  meet  the  chal- 
lenge of  foreign  competition. 

The  truth  is,  though,  that  the  U.S. 
auto  industry  is  close  to  being  the 
lowest-cost  producer,  and  the  outlook 
is  for  U.S.  carmakers  to  sweep  back 
the  tide  of  imports  dramatically  in  the 
next  few  years.  This  isn't  Detroit 
talking.  This  is  what  the  foreigners 
themselves  say. 

To  save  its  U.S.  market,  Sweden's 
Volvo  hopes  to  begin  building  cars 
at  its  new  plant  at  Chesapeake,  Va. 
next  year. 

West  Germany's  Volkswagen  admits 
that  it  is  not  only  looking  to  produce 
in  the  U.S.,  but  that  it  is  "studying 
U.S.  production  methods."  Why?  "Be- 
cause the  Americans  can  produce  at . 
a  lower  cost  than  we  can.  There  must 
be  a  way  they  do  it,  and  we  will  find 
it,"  says  Horst  Bocksmann,  a  spokes- 
man for  Germany's  best-known  trou- 
bled company.  Volkswagen's  judg- 
ment is  confirmed  in  southern  Ger- 
many, at  Bayerische  Motoren  Werke's 
(BMW)  futuristic  headquarters  in 
Munich.  "U.S.  labor  costs  are  rough- 
ly the  same  as  here,  but  the  volume 
is  much  ■higher.  They  should  be  able 
to  have  dower  manufacturing  costs," 
says  Financial  Vice  President  Erich 
Haiber.  Not  only  have  wage  and 
fringe  benefit  costs  abroad  risen  faster 
than  in  the  U.S.,  but  during  the  last 
two  years  of  declining  sales  for  auto- 
mobiles everywhere,  U.S.  makers  have 
been  able  to  cut  back  operations 
much  faster  than  foreign  producers, 
who  were  saddled  with  expensive  no- 
layoff  laws. 

Today  foreign  cars  may  be  good 
but  they  are  not  cheap:  They  now 
must  sell  on  fuel  economy,  quality 
and  unique  features,  not  price.  Right 
now  BMW  is  shipping  16,000  cars  a 


year  to  the  U.S.,  including  a  model 
designed  specifically  for  the  American 
market  that  sells  for  $13,000.  (This 
when  a  Cadillac  can  be  had  for  just 
under  $10,000.)  Volkswagen  is  push- 
ing sales  of  its  new  Rabbit  model, 
the  replacement  for  its  traditional 
Beetle.  The  Rabbit  sells  for  $3,800- 
some  $800  more  than  the  Ford  Pinto 
or  Chevrolet  Vega.  Even  at  that,  the 
Rabbit  in  the  States  is  cheaper  than 
the  same  model  sold  in  Germany, 
where  it  costs  the  deutsche  mark 
equivalent  of  $4,300.  This  has  led 
the  United  Auto  Workers  to  charge 
that  VW  is  dumping  cars  in  the  U.S. 
—though  higher  taxes  in  Germany 
may  account  for  part  of  the   differ- 


THE  LAST  SUPPER? 

Bite  by  steady  bite,  imported  cars 
have  gobbled  up  an  increasing  share 
of  the  U.S.  market— culminating 
in  a  five  percentage  point  jump  for 
the  first  five  months  of  this  year. 
But  the  feast  may  soon  be  over. 
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ence.  Japan's  once  low-priced  entries, 
Toyota  and  Datsun,  are  now  looking 
expensive  at  close  to  $3,000  each— 
partly  the  result  of  30%  pay  raises 
back  home  in  Japan  and  partly  the 
result  of  the  weak  dollar. 

But  the  present  price  differential  is 
only  the  beginning  of  trouble  for  the 
low-priced  imported  cars,  as  a  Volks- 
wagen official  admits.  "We  have  only 
a  few  years,"  he  says.  "Right  now  the 
U.S.  manufacturers  are  selling  scaled- 
down  big  cars,  so  we  are  ahead  in 
small-car  technology.  But  in  a  few 
years  the  new  American  small  cars 
will  be  out,  and  then  we  will  have 
to  be  producing  competitively  in 
the  U.S." 

What  Volkswagen  is  saying  is  that 
by  the  1978  model  year— two  years 
from  now— the  American  makers  will 
be  selling  new  model  cars  with  the 
same  fuel  economy  and  interior  space 
characteristics  as  the  best  of  the  for- 
eign models.  Then  the  importers  will 
get  not  only  a  run  for  their  money 
but  a  challenge  to  hold  on  in  the 
U.S.  market  if  they  can.  It  is  a  reality 
that  Fiat  of  Italy's  Giovanni  Agnelli 
saw  long  ago,  one  reason  why  Fiat 
never  made  a  major  push  for  its  small, 
low-priced  cars  in  the  U.S.  The  for- 
eign carmaker,  reckoned  Agnelli, 
would  make  only  as  much  headway 
in  the  U.S.  market  as  General  Motors 
or  Ford  allowed  him  to  make. 

British  Leyland  Motor  Corp.  rec- 
ognized long  ago  that  foreigners  could 
not  hope  to  hold  onto  the  U.S.  mass 
market.  And  therefore  its  strategy  has 
never  been  to  ship  its  small  family 
cars— Austin  and  Morris  models— to 
the  U.S.  It  concentrated  instead  on 
MG  and  Triumph  sports  cars  and  on 
sleek,  expensive  Jaguars.  Similarly, 
Fiat's  most  successful  U.S.  model  has 
been  the  124  sports  coupe,  which  sold 
at  a  high  $3,400  five  years  ago  and 
goes  today  for  $4,700.  Faced  with  de- 
pression throughout  Europe,  however, 
both  British  Leyland  and  Fiat  have 
been  shipping  some  of  their  smaller 
cars  into  the  U.S.  market  in  the  last 
year.  It  is  a  sign  of  the  times  that  both 
companies  had  to  cut  their  home 
market  prices  in  order  to  compete 
with  U.S.  manufacturers,  and,  conse- 
quently, both  companies,  along  with 
VW,  have  been  accused  of  dumping 
in  the  U.S. 

But  what  took  the  Americans  so 
long?  Were  the  Big  Three  asleep  at 
the  switch  when  VW  and  the  Jap- 
anese blitzed  our  market?  Only  partly. 
True,  they  did  not  really  move  until 
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Y\V  hit  sales  of  500,000  units  in 
the  U.S.,  Toyota  and  Datsun  an- 
other 500,000  between  them.  Detroit's 
first  reaction— Ford's  Pinto,  GM's  Vega 
was,  in  its  opinion,  reaction  enough 
in  terms  of  a  limited  threat.  It  was 
the  oil  crisis  that  changed  the  situa- 
tion drastically.  The  small  car  was 
no  longer  a  sliver  of  the  market;  po- 
tentially it  was  now  a  major  segment 
of  the  market.  With  gasoline  at  39 
cents  a  gallon  fuel  was  only  a  tiny 
part  of  the  cost  of  running  a  car;  at 
60  cents  and  more,  weight  and  fuel 
consumption  became  matters  of  con- 
sumer concern— and  of  national  con- 
cern as  well. 

In  short,  not  until  the  end  of  1973 
did  the  situation  really  change.  The 
foreigners  were  ready  because  small 
cars  were  already  what  their  markets 
demanded.  The  Americans  simply 
could  not  move  that  fast.  Now,  how- 
ever, with  the  consumer  indicating  a 
preference  for  fuel  economy  and  less 
weight  in  the  car,  Detroit  is  getting 
ready  to  respond  with  the  products, 
and  the  victims  will  be  the  low-priced 
imports  and  firms  selling  the  basic 
small  family  car  in  the  U.S.  market. 

The  outlook  then  for  imports  is  not 
that  they  will  disappear.  But  the  im- 
port market  will  revert  to  being  a 
specialized,  not  a  mass,  market. 

Pick  With  Care 

This  has  been  the  successful  ap- 
proach of  the  "other"  German  com- 
panies, Daimler-Benz  and  BMW. 
Daimler  sends  40,000  Mercedes  cars 
to  the  U.S.  every  year  and  sells  every 
one,  at  prices  ranging  from  $9,000  to 
$21,000.  That  is  all  the  company  has 
shipped  and  that  is  all  it  intends  to 
ship.  Similarly,  BMW  sends  16,000 
of  its  total  production  of  240,000  cars 
to  the  U.S.  The  company  has  no  plans 
to  expand  either  the  exports  or  the 
total  production.  BMW  knows  its 
limitations  and  plans  to  survive  by 
relying  on  the  efficiency  of  a  new 
plant  outside  Munich  to  produce 
profitably  a  quarter  of  a  million  cars 
in  high-cost  Germany.  And  for 
growth?  "We  can  diversify,"  says  fi- 
nancial man  Haiber. 

The  VW,  Datsun  and  Toyota  suc- 
ceeded in  filling  a  temporary  gap  in 
the  U.S.  lineup  when  tastes  changed 
faster  than  the  U.S.  manufacturers 
could  reasonably  respond  to  the 
change.  Detroit  may  be  a  bit  cumber- 
some, but  it  isn't  stupid.  It  is  highly 
efficient  and  perfectly  caoable  of 
competing  successfully  in  the  small- 
car  market,  and  it  fully  intends  to  do 
so.  As  we  said,  you  don't  have  to  be- 
lieve the  U.S.  companies  on  this.  Just 
ask  the  foreigners.  They  know  full 
well  that  the  tide  is  cresting  and  in  a 
year  or  two  will  have  ebbed.  ■ 
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Barefoot  Boy? 


The  way  Frank  Rooney  skirts  talk  of  footwear, 
you'd  think  his  Melville  Shoe  Corp.  was  on  its 
uppers.  Far— very  far— from  it. 


To  listen  to  President  Francis  Roo- 
ney of  Melville  Shoe  Corp.,  you'd  nev- 
er know  that  Melville  sold  a  half -bil- 
lion dollars  worth  of  shoes  last  year 
and  is  the  biggest  thing  in  the  U.S. 
retail  shoe  business.  What  Rooney 
prefers  to  talk  about  is  Foxmoor,  Mel- 
ville's junior  women's  apparel  division 
that  has  grown  from  16  to  some  270 
stores  since  it  was  acquired  in  1969. 
Or  Chess  King,  the  young  men's  ap- 
parel chain  that  the  company  built 
from  scratch  in  1968  to  today's  240 
units.  Or  the  company's  fast-growing 
and  highly  profitable  235-unit  drug 
chain,  Consumer  Value  Stores  (CVS) 
which  now  accounts  for  15%  of  total 
sales.  And,  adds  Kenneth  K.  Berland, 
the  company's  No.  Two  man  and  fi- 
nancial vice  president,  there's  no  rea- 
son why  another  200  or  so  stores 
can't  be  added  to  those  divisions  in 
the  next  couple  of  years.  For  example, 
Rooney  says  he  would  like  to  build 
cr  buy  more  specialty  retail  chains, 
be  they  sporting  goods,  records,  home 
improvement  centers  or  what  not. 

Last  year  shoes  still  accounted  for 
71%    of    Melville's    $765    million    in 


sales.  But  there  is  no  doubt  that  the 
apparel  tail  is  starting  to  wag  the  dog. 
Rooney  has  even  brought  in  an  out- 
sider to  run  the  bulk  of  his  shoe  op- 
eration so  that  he  can  concentrate 
on  the  nonshoe  businesses.  In  Jan- 
uary he  induced  his  friend  of  30 
years,  Edward  S.  Fitz gibbons  of  Han- 
over Shoe,  to  join  Melville  to  coordi- 
nate the  company's  Tom  McAn  retail 
chain  with  its  J.F.  McElwain  manu- 
facturing arm.  Explains  Rooney: 
"With  Ken  Berland  and  me  running 
from  division  to  division,  we  couldn't 
handle  the  shoe  business— which  is 
headquartered  in  Massachusetts— on  a 
day-to-day  basis." 

Why  is  Rooney  so  hot  to  diversify? 
It  isn't  that  Melville  had  stubbed  its 
toe  in  shoes.  In  Forbes'  Annual  Re- 
port on  American  Industry  (Jan.  1), 
it  ranked  No.  One  over  the  last  five 
years  among  all  U.S.  shoe  companies 
in  return  on  equity  (24.8%),  return 
on  total  capital  (20.6%)  and  sales 
growth  (17.6%). 

One  reason  Rooney  feels  pressured 
is  that  U.S.  shoe  sales  are  declining 
in   constant    dollars.    Consumers    sim- 


The  Bargain  That  Wasn't 

What  once  looked  like  a  cheap  way  to  buy  into 
Xerox  turned  out  to  be  a  good  way  to  get  clobbered. 


Buying  American  Depository  Re- 
ceipts of  Britain's  Rank  Organisa- 
tion Ltd.  used  to  be  considered  a 
"cheap"  way  of  buying  into  Xerox: 
The  British  company  owned  half  of 
Rank  Xerox,  which  held  the  Euro- 
pean rights  to  Xerox'  processes  and 
patents.  Where  Xerox  sold  for  60 
times  earnings  and  more,  Rank  ADRs 
sold  for  closer  to  20  times  earnings. 

Rank  has  proved  to  be  anything 
but  a  bargain.  As  recently  as  1972, 
the  Rank  ADRs  sold  for  over  16;  now 
they  are  under  4.  Over  the  same  pe- 
riod Xerox  stock  has  declined  far  less. 

The  Rank  company  was  founded 
in  1934  by  the  late  J.  Arthur  Rank  as 
a  sideline  to  his  family's  venerable 
grain-milling  business.  A  deeply  re- 
ligious man,  Rank  thought  that  mov- 
ies might  be  a  good  way  to  spread 
Christianity.  It  didn't  work  out  quite 
that    way,     lint     in    the     Forties    and 


Fifties  the  Rank  Organisation  put 
British  films  on  the  map— the  man 
with  the  gong  and  "J.  Arthur  Hank 
Presents"  became  famous  on  screens 
throughout  the  world. 

It  was  the  film  technology  con- 
nection that  led  in  1956  to  an  ap- 
proach to  John  Davis,  then  Hank  s 
chief  executive,  by  a  little  U.S.  com- 
pany named  Haloid,  which  had  a 
new  copying  technology  but  little 
money  and  no  knowledge  ol  European 
markets.  Seeing  possibilities  thai 
Kodak  and  International  Business 
Machines  had  missed,  Davis  gave 
Haloid  $2  million  for  European  <1» 
velopment  of  xerography.  The  result 
was  Hank  Xerox,  a  50/50  partner 
ship  in  which  (the  newly  renamed) 
Xerox  would  take  two-thirds  <>l  the 
profit  and  Hank  one-third.  Within 
ten  years  Rank  Xerox  became,  and 
has    remained,    the    l>i«    breadmakei 
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Chess  King  and  Foxmoor  were  the  be- 
ginnings of  Melville's  nonshoe  diversifi- 
cation—but only  the  beginnings. 


ply  are  not  throwing  away  shoes  that 
go  out  of  style;  instead,  they  are  wear- 
ing them  out.  Second,  though  Rooney 
had  made  his  Tom  McAn  label  far 
and  away  the  top  mass  brand,  Mel- 
ville has  been  unable  to  increase  its 
market  share  significantly  above  the 
5%  slice  it  has  had  for  years.  And  fi- 
nally, potentially  serious  trouble 
loomed  ahead  in  the  770  Meldisco 
leased  shoe  departments  that  Mel- 
ville operates  in  Kresge  K  marts. 

In  the  past,  Meldisco  units  had  five- 
year  leases  with  annual  renewal  op- 
tions for  five  years.  But  the  full  ten 
years  would  have  run  out  in  45  K 
marts  in  1977,  with  more  leases  ex- 
piring each  succeeding  year.  Ques- 
tion: Would  Kresge  itself  take  over 
those  departments  whose  leases  had 
expired— as  it  has  with  virtually  every 
other  K  mart  lease  operation? 

Rooney,  feeling  that  he  could  not 
take  the  chance,  negotiated  an  exten- 
sion out  to  25  years— but  at  the  cost 
of  increasing  Kresge's  share  of  Mel- 
disco's  profits  from  25%  to  49%  over 
the  next  four  years.  "It  wasn't  our 
idea,"  says  Rooney.  "We  didn't  sug- 
gest this  agreement." 

That  is  why  Frank  Rooney  is  sing- 
ing the  praises  of  specialty  retailing 
these  days.  It  is  also  why  he  expects 
to    open    some    250    new    stores    per 


year  through  1976.  "I  don't  mean  the 
department  stores  won't  be  success- 
ful in  the  future,"  he  says,  "but  in 
terms  of  volume  per  square  foot,  the 
specialty  store  should  do  better.  One 
of  the  keys  to  specialty  retailing  is 
that  you've  got  one  guy  concentrating 
on  young  men's  apparel  or  whatever. 
The  specialty  retailer  knows  his  cus- 
tomer blindfolded." 

Financial  man  Ken  Berland  admits 
that  it  is  harder  to  see  beyond  1976. 
But,  he  says,  "All  the  talk  about  a 
slowdown  in  shopping  center  con- 
struction doesn't  trouble  us  all  that 
much.  If  the  economy  turns  around, 
retailing  will  improve  in  the  existing 
stores,  and  that's  where  the  leverage 
is."  Furthermore,  there  is  another  way 
to  expand— that  is,  by  putting  more 
Foxmoors  and  Chess  Kings  in  existing 
shopping  centers. 

There's  A  Difference 

Certainly  Rooney  gets  no  brownie 
points  for  moving  away  from  the 
sluggish  shoe  business.  His  competi- 
tors, Interco  and  Genesco,  diversified 
long  before   Melville   did.    But  while 


king 


Interco  has  been  quite  successful, 
Genesco  has  been  a  disaster.  It 
bought  every  conceivable  kind  of  ap- 
parel business:  fashion  department 
stores,  specialty  shops,  discount 
stores  and  all  kinds  of  clothing  manu- 
facturers. Right  now  Genesco  is 
struggling  to  stay  out  of  the  red. 

Rooney  has  done  things  differently 
from  Genesco.  "Many  times,"  he  says, 
"the  most  difficult  thing  is  to  de- 
cide what  you  don't  want  to  do.  Ge- 
nesco defined  its  business  as  apparel. 
We  define  ours  as  specialty  retailing." 
Rooney  puts  strict  limitations  on  his 
diversification.  It  must  involve  chains 
of  small  stores,  be  adaptable  to  cen- 
tralized merchandising  control  and  be 
manageable  by  a  merchandising  gen- 
eralist  who  can  move  from  one  Mel- 
ville division  to  another. 

Last  year,  for  the  first  time  since 
1963,  Melville  earnings  declined— 
from  $1.23  a  share  to  $1.08-due  to 
sagging  sales  in  the  men's  apparel 
divisions.  But  in  1975's  first  quarter, 
earnings  quadrupled  to  13  cents  a 
share,  and  Rooney  is  convinced  he  is 
on  the  right  track.    ■ 


for  Rank,  last  year  contributing  $72 
million  of  Rank's  $75-million  earnings. 

But  strains  began  to  develop  be- 
tween Rank  and  Xerox,  partly  be- 
cause fast-growing  Xerox  soon  no 
longer  really  needed  Rank  as  it  once 
had,  and  partly  because  Rank  Xerox' 
own  management  began  to  show. oc- 
casional irritating  signs  of  indepen- 
dence. So  in  1969  Xerox  moved  to 
take  51%  control  of  RX,  giving  Rank 
in  return  the  European  rights  to  some 
of  its  noncopier  businesses. 

But  this  left  Rank  and  Davis,  who 
had  become  chairman  in  1962  after 
J.  Arthur's  retirement,  with  little  to 
do  but  collect  dividends  from  their 
growing  stepchild.  So  Davis,  whose 
operating  style  has  been  likened  to 
that  of  a  bull  elephant— lower  your 
head  and  charge  full  speed— at  once 
began  to  hunt  for  things  that  Rank 
might  buy  with  its  dividend  flow  and 
high  stock  price,  both  courtesy  of  RX. 

In  1972  Davis  moved  to  buy 
Watney-Mann,  a  major  British  brewing 
company  with  a  chain  of  pubs,  but 
was  diverted  by  the  howls  of  U.S. 
investors.  Even  so,  he  managed  to 
burden  Rank  with  enough  high-priced 


real  estate,  hotels  and  radio  and  TV 
manufacturing  to  drop  the  company's 
total  1974  earnings  by  9%,  to  $75 
million,  while  RX's  contribution  was 
rising  20%,  to  $72  million.  Davis  has 
now  handed  the  chief  executive's  reins 
to  Graham  Dowson,  who  is  unloading 
some  of  Rank's  losers. 

As  if  to  drive  home  to  American 
shareholders  the  lesson  that  they 
should  look  at  what  they  are  really 
buying,    Rank   came    to    market   with 


a  share  offering  last  April.  The  com- 
pany decided  not  to  include  American 
shareholders  in  the  offering  because 
Securities  &  Exchange  Commission 
regulations  requiring  financial  state- 
ments using  U.S.  accounting  methods 
would  have  resulted  in  material  dif- 
ferences in  Rank's  earnings  figures. 
Rank  found  reporting  U.S. -style  "un- 
acceptable," in  its  attorney's  words. 

That  offering  raised  $64  million, 
which  Rank  plans  to  put  into  property. 
The  shares  floated  by  that  offering 
will  further  dilute  RX  earnings,  but 
U.S.  shareholders  who  thought  they 
were  buying  those  earnings  have 
neither  vote  nor  voice  about  that. 
Besides,  who  wants  to  own  a  British 
stock  these  days? 

Statistically  speaking,  Rank  Organ- 
isation ADRs  are  still  a  cheap  way 
of  buying  into  Xerox.  Whereas  Xerox 
stock  itself  still  sells  at  16  times 
earnings,  Rank  Organisation,  with 
virtually  all  its  earnings  coming  from 
the  Xerox  operation,  sells  at  barely  7% 
times  last  year's  earnings.  If  Rank 
was  a  bargain  then,  it  is  doubly  a 
bargain  now.  But  was  it  really  a 
bargain  then?  ■ 
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The  Biggest  Little  Superpower 

In  The  World 


Not  long  before  his  assassination 
last  March,  Saudi  Arabia's  King  Fai- 
sal is  supposed  to  have  remarked: 
"There  used  to  be  two  superpowers 
in  the  world,  the  U.S.  and  the  Soviet 
Union.  Now  there  is  a  third— the 
State  of  Kuwait."  Any  Arab  recog- 
nizes sarcasm  when  he  hears  it,  and 
the  Kuwaitis  lost  little  time  in  send- 
ing a  delegation  to  Riyadh,  ap- 
parently to  assure  Faisal  that  Kuwait 
had  no  intention  of  upstaging  its 
much  bigger  neighbor. 

The  king's  slightly  acid  remark  hit 
home.  The  Kuwaitis  do  have  delu- 
sions of  grandeur.  This  tiny,  rich  and 
essentially  defenseless  oil  state  has 
been  throwing  its  weight  around  in 
the  world  as  though  it  were  a  great 
power.  The  mouse  is  roaring  like  a 
lion,  and  though  no  one  is  trembling, 
nearly  everyone  is  listening. 

Kuwait  has  been  aggressive  in  in- 
sisting that  those  who  have  the  oil 
should  squeeze  the  maximum  advan- 
tage out  of  those  who  have  need  of  it. 
Along  with  Iran— but  with  far  less 
reason— the  little  city-state  has  argued 
that  oil  prices  should  go  up  and  that 
production  should  go  down.  Kuwait, 
with  its  mouth  and  with  its  money, 
has  backed  anti-Israeli  extremists.  It 
led  the  boycott  against  Jewish-owned 
investment  houses  and  set  the  pace 
among  the  Persian  Gulf  oil  producers 
in  taking  over  its  oil  industry.  It  was 
among  the  loudest  in  lambasting 
Secretary  of  State  Kissinger  for  his 
threat  to  use  force  in  the  Middle  East. 


Not  so  long  ago  a  Kuwaiti  official 
boasted  to  an  American  acquain- 
tance: "Within  five  years,  we  will  be 
dictating  your  foreign  policy." 

By  ordinary  standards,  Kuwait  is 
the  very  opposite  of  a  superpower. 
It  covers  only  7,780  square  miles 
(about  the  size  of  New  Jersey)  and 
almost  all  of  it  is  desert.  The  country 
has  no  surface  water— no  streams,  no 
rivers,  no  rainfall  to  speak  of— and 
hence  no  agriculture.  It  is  a  city 
perched  on  the  edge  of  the  desert.  Its 
climate  is  so  forbidding  that  in  Au- 
gust, when  the  thermometer  regularly 
shoots  up  to  120°F  in  the  shade,  a 
good  third  of  its  population  goes 
abroad  to  cool  off. 

Population?  All  of  900,000,  but 
even  that  is  overstated,  since  a  ma- 
jority of  its  inhabitants  are  temporary, 
imported  for  their  muscle  and  brain 
power,  but  without  rights  as  citizens. 

But  the  arrogance  is,  in  a  way,  un- 
derstandable. Behind  every  inhabit- 
ant of  Kuwait  stand  80,000  barrels 
of  oil,  worth,  at  $10  a  barrel, 
$800,000-or  not  far  from  $1  trillion 
overall.  Kuwait's  per-capita  oil  re- 
serves are  four  times  those  of  Saudi 
Arabia,  40  times  those  of  Iran,  nearly 
500  times  those  of  the  U.S. 

At  current  rates  of  production, 
Iran's  oil  faces  exhaustion  within  30 
years.  But  Kuwait's  will  last  close  to 
100  years.  And  though  its  oil  revenues 
have  increased  fivefold  since  1972— 
thanks  to  higher  prices— its  production 
has  actually  dropped  25%. 


The  Sief  Palace,  seat  of  Kuwait's  emir,  at  the  edge  of  the  Persian  Gulf. 
20 


The  Emir  Of  Kuwait: 

Sheik  Sabah  Al-Salem  Al-Sabah 

Whereas  Iran,  Iraq,  Nigeria  and 
Algeria  earmark  every  petrodollar 
they  earn  for  internal  development, 
Kuwait  already  has  in  place  the  facili- 
ties and  infrastructure  of  a  modern 
state.  Even  with  a  fairly  opulent 
scale  of  living,  it  was  piling  up  excess 
cash  last  year  at  the  rate  of  $100 
million  a  week,  $5  billion  a  year. 

Kuwait's  prosperity,  unlike  that  of 
most  Arab  states,  is  broad-based.  In 
most  of  the  oil-rich  countries,  the  new 
wealth  is  only  slowly  trickling  down 
to  the  ordinary  people,  but  Kuwait 
has  been  growing  rich  on  oil  for  near- 
ly 30  years  now,  and  it  has  already 
gone  a  long  way  toward  achieving  a 
recognizably  Western-style  standard 
of  living  for  the  ordinary  man.  It  is  a 
more  or  less  middle-class  country, 
without  unemployment,  without  tin 
professional  beggars  that  overrun  most 
Arab  countries.  On  a  per-capita  basis, 
Kuwaitis  own  as  many  cars  as  the 
French  (one  for  every  four  people), 
as  many  telephones  as  the  Yugoshns 
(one  for  every  25),  employ  ;is  many 
teachers  as  the  Italians  (one  lor  ever) 
16  school-age  children).  "Even  the 
worst  off,"  says  one  businessman, 
"earns  enough  to  have  the  sort  of  li\ 
ing  standard  you  have  in  the  U.S.— a 
small  car,  a  two-bedroom  apartment, 
maybe  a  television  set. " 

Because  of  the  rapid  growth  its  ml 
riches  have  brought  it,  Kuwait  some- 
times seems  like  an  instant  society.  Its 
most  ancient  monument— a  gate  in  a 
mud  wall  throwri  up  in  1919  to  waul 
off  some  invading  Wahhabis  from  OUl 
of  the  Nejd— is  preserved  at  the  fool 
of  Fahd  Al-Salem   Street    like   a    pit 
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has  sprung  up  around  it  is  a  bustling 
community  of  steel,  glass  and  con- 
crete. It  lacks  only  the  delicatessens  to 
be  Miami  Beach,  only  the  nightclubs 
to  be  Los  Angeles.  There  are  no 
traces  here  of  Lawrence  of  Arabia  or 
of  the  Arabian  Nights. 

Kuwait  is  a  city  of  low  skyscrapers 
and  ring  roads,  traffic  jams  and  tele- 
vision antennas;  a  commercial  city, 
busy,  boisterous,  just  this  side  of  look- 
ing seedy.  The  streets  are  filled  with 
expensive  cars— Mercedes,  Cadillacs, 
BMWs;  the  shops  with  electric  appli- 
ances, shoes,  suits,  fabrics,  jewelry, 
perfumes,  expensive  watches.  Yet  the 
overall  affluence  is  muted.  There  may 
be  more  millionaires  per  capita  in  Ku- 
wait than  anywhere  else  on  earth,  as 
one  banker  estimates,  but  the  Kuwaitis 
do  not  flaunt  their  wealth  locally, 
whatever  they  may  do  in  Geneva,  Lon- 
don or  New  York.  They  are  a  conser- 
vative society,  and  Kuwait  itself  is  a 
city  of  social  intimacy— warm  smiles, 
relaxed  conversations  and  endlessly 
consumed  bottles  of  Pepsi  and  glasses 
of  sweet  tea.  Everyone  knows  every- 
one else,  and  family  and  tribal  dis- 
tinctions are  still  the  ruling  impulses 
of  the  society.  Family  loyalties  are  of- 
ten more  important  than  national 
ones,  and  Kuwaiti  Cabots  (the  Al- 
Ghanems,  perhaps)  worry  as  much 
about  whom  the  Kuwaiti  Lowells  (the 
Bebehanis)  are  talking  to  as  ever  the 
Bostonians  did. 

To  be  sure,  the  pressures  of  change 


are  enormous.  In  spite  of  strict  pro- 
hibition, Kuwait  is  said  to  have  more 
drunkenness  than  any  other  country 
in  the  Middle  East  and,  according  to 
one  study,  it  has  a  rising  incidence  of 
mental  illness.  It  is  not  easy  to  recon- 
cile the  intensely  private  monotheism 
of  Islam  and  the  equally  intense  pub- 
lic materialism  of  the  West.  The 
structure  of  Western  law  is  now  rising 
side  by  side  with  the  oral  traditions 
of  the  Islamic  Shari'a.  The  pattern  of 
Western  rational  and  scientific  educa- 
tion is  being  imposed  upon  the  literary 
and  religious  educational  tradition  of 
Islam.  Kuwait  has  come  far  in  a  short 
time.  It  has  much  to  be  proud  of. 

But  though  there  is  scarcely  a 
building  more  than  20  years  old,  Ku- 
wait is  far  from  being  a  new  society. 
The  ruling  dynasty  goes  back  to  1756 
when  the  fishermen,  pearl  divers, 
traders  and  dhow  builders,  who  clus- 
tered about  a  primitive  fort  at  the 
head  of  the  Persian  Gulf,  selected 
themselves  a  new  headman,  a  Bed- 
ouin named  Sabah.  The  Sabah  family 
has  ruled  Kuwait  ever  since. 

Perhaps  it  was  because  it  won  its 
authority  by  election  rather  than  con- 
quest, or  perhaps  it  was  because  the 
merchant  class  was  always  strong 
there.  But  the  fact  is  that  the  Sabah 
dynasty    has    always    been    the    most 


democratic  in  the  autocratic  Arabian 
Peninsula.  Kuwait  today  has  a  bel- 
ligerently free  press,  free  elections, 
freedom  of  speech  and  of  religion. 
The  emir  is  a  constitutional  monarch, 
and  though  he  does  appoint  the 
prime  minister  and  the  cabinet,  the 
elected  National  Assembly  is  a  loud 
and  often  effective  influence  in  affairs. 
Pressure  from  the  Assembly  caused 
the  government  to  go  for  100%  own- 
ership of  its  oil  industry  sooner  than 
intended,  and  elections  are  so  open 
that  25  of  48  representatives  lost 
seats  in  the  last  one. 

Because  power  and  influence  are 
not  limited  in  Kuwait  to  the  royal 
family,  the  spread  of  wealth  has  not 
been  limited  either.  Kuwait  is  the 
world's  greatest  cradle-to-grave  wel- 
fare state.  Education  is  free  from  kin- 
dergarten to  university— including,  if 
necessary,  education  abroad.  If  the 
local  medical  facilities  are  not  ade- 
quate, Kuwait  will  send  not  only  the 
patient,  but  his  family  (to  keep  him 
company)  to  the  best  facilities  any- 
where in  the  world.  There  is  special 
housing  for  the  aged,  for  sailors,  for 
nomads;  subsidized  housing  for  low- 
income  groups.  Telephone  service  is 
free;  gasoline  is  25  cents  a  gallon.  In 
an  effort  to  lure  its  Bedouins  into  the 
towns— as  a  local  source  of  manual 
labor  more  than  anything  else— the 
government  has   found  ways   of  put- 
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ting  money  in  their  pockets  and  a 
root  o\  er  their  heads. 

Nearly  everyone  is  on  the  gravy 
train.  The  government  provides  low- 
cost  loans  to  Kuwaitis  interested  in 
starting  their  own  businesses,  to  Ku- 
waitis wanting  to  get  married,  to  Ku- 
waitis wanting  to  buy  or  build  their 
own  homes.  It  pays  monthly  salaries 
to  the  handicapped,  to  widows  with 
families,  to  divorced  women  with  no 
one  to  take  care  of  them.  Even  the 
emir  gets  a  salary— $28  million  a  year 
with  which  he  in  turn  supports  the 
rest  of  the  royal  family. 

Kuwait  has  managed  to  combine  a 
welfare  state  with  virtually  unfettered 
Free  enterprise,  developing  the  coun- 
try in  such  a  way  as  to  enable  a  Ku- 
waiti  to  become  well-off  through  the 
workings  of  the  economy.  If  you  were 
smart  enough  to  get  into  the  construc- 
tion business,  to  sell  Caterpillar  trac- 
tors, General  Motors  trucks  or,  more 
recently,  Datsun  or  Toyota  cars,  you 
could  hardly  lose.  If  you  weren't  smart 
enough  or  energetic  enough,  some- 
times you  didn't  need  to  do  anything. 
In  a  booming  economy,  your  land  in- 
evitably increased  in  value,  or  your 
business  automatically  boomed. 

"The  plaee  was  founded  bv  trad- 
ers," says  HJ.  Kwant,  general  man- 
ager of  the  Commercial  Bank,  "and 
l>\  en  the  middle-level  Kuwaiti  business- 
man gets  into  all  kinds  of  things.  He 
will  have  three  or  four  stores,  a  num- 
ber of  houses  and  a  couple  of  pieces 
of  real  estate  strewn  around  Kuwait. 
He  can  hardly  fail  to  branch  out  be- 
cause there  is  very  little  business  any 
outsider  can  do  here  without  a  Ku- 
waiti as  sponsor,  partner  or  guarantor." 

Chosen  People? 

What  is  unfortunate  is  that  Ku- 
wait's good  fortune  has  produced  an 
illusion  of  power  and  of  grandeur 
that  may  prove  dangerous  both  to 
Kuwait  and  to  the  Western  world. 

"The  Kuwaiti  has  come  to  consider 
himself  an  elite  person,"  a  psychiatrist 
told  The  New  York  Times  a  few 
years  ago.  "It's  not  important  in  his 
eyes  whether  he  works  or  not.  If  he 
does  something  wrong,  he  feels  he 
can  be  excused." 

"You've  heard  the  joke  about  how 
at  a  traffic  intersection  the  Kuwaiti 
always  has  the  right  of  way?"  one 
foreign  businessman  inquires.  "Well, 
it's  true.  They  own  this  country,  and 
they  know  it.  They  can  be  very  ar- 
rogant. These  Kuwaitis  used  to  be 
very  poor,  and  what  do  you  have 
when  you're  poor?  Only  pride,  and 
the  poorer  you  are,  the  more  pride 
you  need.  So  now  the  Kuwaiti  has 
money,  but  he's  still  proud.  And  ar- 
rogant. And  insufferable.  What  would 
I  be?  I  might  be  worse." 


The  Kuwait  Fund's  Abdlatif  Al-Hamad 

This  pride,  this  arrogance  may  help 
push  the  oil  producers  to  a  confronta- 
tion with  the  oil  users.  As  demand 
slumped  with  the  recession,  Kuwait 
scoffed  at  suggestions  that  it  cut 
orices.  Instead,  it  progressively  cut 
back  its  production  from  a  peak  of  3 
million  barrels  a  day  in  October  1973 
to  2  million  barrels  or  less  currently, 
and  in  so  doing,  it  extended  the  life 
of  its  reserves  from  70  to  100  years. 

Radicals  in  the  Kuwait  Assembly 
are  even  talking  about  setting  a  pro- 
duction ceiling  of  1.5  million  barrels 
a  day,  a  level  that  would  still  yield 
Kuwait  over  $5  billion  a  year— $2  bil- 
lion more  than  it  needs  to  run  its 
domestic  economy.  "It  has  been  esti- 
mated," says  Abdlatif  Al-Hamad,  di- 
rector general  of  the  Kuwait  Fund 
for  Arab  Economic  Development, 
"that  less  than  a  third  of  our  current 
production  is  more  than  sufficient  to 
meet  all  of  Kuwait's  financial  needs." 

In  Kuwait,  the  West  and  the  West- 
tern  oil  companies  do  not  have  the 
technological  leverage  they  have  over 
less-developed  oil-producing  coun- 
tries. Kuwait  has  long  since  acquired 
most  of  the  technical  skills  it  needs 
to  run  its  own  oil  industry.  The  coun- 
try is  already  thoroughly  explored 
and  its  oil  spurts  out  under  great 
pressure,  giving  Kuwait  a  production 
cost  of  barely  8  cents  a  barrel,  about 
the  lowest  in  the  world. 

This  year's  production  cutbacks 
should  reduce  Kuwait's  oil  revenue 
from  $8.5  billion  to  $7  billion.  But 
that's  no  problem.  It  simply  reduces 
the  pressure  to  find  new  investments 
in  an  inflation-ridden  world.  There- 
fore, a  price  increase  this  fall  could 
trigger  even  further  cutbacks.  Ku- 
wait's domestic  budget  is  unh'kelv 
any    time    soon    to    rise    much    above 


its  current  S3.3-billion-a-year  level, 
and  even  that  leaves  around  $4  bil- 
lion to  be  invested.  More  surplus 
than  that  might  be  inconvenient,  and 
Kuwait's  rulers  seem  more  concerned 
with  what  is  convenient  for  them 
than  what  is  good  for  the  people  who 
buy  their  oil,  upon  whom  Kuwait's 
prosperity  ultimately  depends. 

Unease  In  Eden 

Such  self-satisfaction  has  its  dan- 
gers. Life  has  become  so  easy  that  it 
is  difficult  to  motivate  Kuwaitis  to 
pull  anything  like  their  weight  in  the 
society.  Every  government  employee 
—and  that's  48%  of  the  work  force- 
gets  45  days  vacation  a  year,  and  he 
doesn't  exactly  work  himself  to  death 
during  the  rest  of  the  year.  A  Kuwaiti 
theoretically  can  be  fired,  but  so 
much  red  tape  is  involved  that  no- 
body bothers  to  try.  "Kuwaitis  do 
their  work,"  says  one  official  defen- 
sively, "but  not  with  the  same  en- 
thusiasm as  the  non-Kuwaiti  who  is 
subject  to  losing  his  job  if  he  doesn't 
do  it  properly." 

What  worries  Kuwaitis  most  at  the 
moment  is  not  angering  the  West,  hut 
rather  the  Fifth  Column  of  foreign 
workers  that  they  have  taken  into 
their  midst.  Without  these  workers, 
Kuwait  could  not  function.  Kuwait  is 
desperately  short  of  native  labor,  and 
so  it  has  been  willing  to  pay  well  to 
bring  labor  in  from  outside,  but  the 
result  is  that  non-Kuwaitis— N.K.s  as 
the  government  reports  style  them— 
now  run  the  affluent  Kuwaiti  society, 
and  they  are  already  a  majority  of  the 
population.  Kuwaitis  hold  over  388 
of  Kuwait's  government  jobs,  but 
they  hold  less  than  5%  of  the  jobs  in 
private  employment.  The  N.K.s  hold 
82%  of  the  jobs  in  the  oil  industry, 
over  90%  of  those  in  personal  and  so- 
cial services,  and  well  over  963  in 
manufacturing. 

When  the  new  census  is  completed 
this  year,  the  Planning  Board  expects 
there  will  be  something  like   150, 000 
native  Kuwaitis,  just  under  50';  ol   the 
total  population,  is.  558  in   1957.  Hut 
there   are   skeptics    who    find    it    hard 
to  believe  that  the  native  Kuwaiti  pop- 
ulation has  been   growing  at   the  rale 
of   9.8%   over   the   past    17    years,    a 
rate  of  growth  more  than  twice  thai 
of  any  other  country  in   the  world- 
even  granting  the  progenitive   possi 
bilities   of  the   leisurely    Kuwaiti    life. 
One  informed  observer,   in   fact,   esli- 
mates   that    the    Kuwaitis   are   now    no 
more  than  one-third  of  the  total  pop 
ulation.   Another  third,   he  guesses,   is 
made     up     ol      Palestinian      refugees 
(which  helps  explain  Kuwait's  bittei 
ly   anti-Israel    posture),    and    the    rest, 

a  wide  variety  of  othei   N.K.s    I 
tians,  Iraqis,  Iranians,  Pakistanis. 


?? 
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If  this  estimate  is  correct,  it  means 
that  two-thirds  of  the  inhabitants  are 
second-class  citizens— or  rather  second- 
class  noncitizens.  "Kuwait  is  not  open 
for  immigration,"  is  how  the  govern- 
ment puts  it,  "although  she  welcomes 
all  who  want  to  stay  or  work  or  op- 
erate a  business,  provided  their  stay 
is  temporary.  Citizenship  is  only 
granted  to  those  who  render  out- 
standing service  to  Kuwait."  And  that 
runs  around  50  persons  a  year. 

Kuwait  has  deliberately  excluded 
its  foreign  workers  from  anything  like 
full  participation  in  the  benefits  of  its 
welfare  state.  Fundamentally,  they  are 
exploited  in  precisely  the  same  fashion 
that  blacks  are  exploited  in  white 
South  Africa,  and  they  know  it.  They 
make  the  society  work,  yet  they  are 
denied  most  of  its  rights  and  benefits. 

As  noncitizens,  the  N.K.s  have  no 
political  rights.  But  then,  few  Kuwaitis 
do  either.  The  Kuwaitis  themselves 
have  two  grades  of  citizenship.  There 
are  those  whose  forebears  lived  in  Ku- 
wait before  1920,  or  Kuwaitis  by  Ori- 
gin, and  those  whose  forebears  did 
not,  Kuwaitis  by  Naturalization.  Like 
an  N.K.,  a  Kuwaiti  by  Naturalization 
cannot  play  a  role  in  politics,  vote  or 
become  a  member  of  parliament.  Nor 
can  his  children  or  his  children's  chil- 
dren. The  celebrated  parliamentary 
democracy  in  Kuwait  excludes  N.K.s, 
women,  males  under  21  and  Kuwaitis 
by  Naturalization.  It  reflects,  accord- 
ing to  one  estimate,  the  franchise  of 
not  much  more  than  40,000  people. 

The  N.K.s  have  only  limited  eco- 
nomic rights  as  well.  They  do  have 
access  to  most  of  Kuwait's  education 
and  the  health  services,  but  not  to  its 
multitude  of  financial  benefits— the- 
loans  for  buying  land  or  houses,  for 


financing  businesses,  marriages  or 
what  have  you.  The  N.K.s  are  not 
permitted  to  own  any  real  property 
other  than  the  houses  they  live  in. 
They  may  not  own  a  business  unless 
they  share  51%  of  it  with  a  Kuwaiti. 
They  cannot  even  buy  shares  in  the 
eight  government-controlled  and  19 
privately  owned  companies  traded  on 
the  Kuwait  stock  exchange. 

As  workers,  they  are  not  permitted 
to  join  a  union  until  they  have  been 
on  a  job  for  five  years,  and  even  then 
they  are  not  permitted  to  hold  office 
or  vote.  As  wage  earners,  they  are 
paid,  as  the  blacks  are  in  South  Af- 
rica, at  lower  rates  than  Kuwaitis  are 
for  doing  the  same  work.  Overall,  the 
wage  gap  is  50%  or  more.  "The  dif- 
ferential is  not  dictated,"  says  one 
businessman.  "Very  little  in  this  part 
of  the  world  is  dictated.  But  it's  a 
fact  of  life." 

This  is  not  to  say  that  life  in  Kuwait 
is  still  not  very  attractive  to  its  army 
of  foreign  residents,  as  indeed  white 
South  Africa  is  to  the  black  workers 
who  come  there  from  poorer  places. 
Foreigners  come  to  Kuwait  to  make 
money;  if  they  work  four  times  as 
hard  as  Kuwaitis  for  half  the  pay, 
why  that's  how  the  game  is  played. 

But  for  those  who  have  lived  in 
Kuwait  for  many  years,  these  finan- 
cial considerations  begin  to  fade  be- 
fore the  basic  uncertainty  of  their 
lives.  Deportation  is  always  a  pos- 
sibility, and  it  happens  often  enough 
to  make  even  the  most  law-abiding 
foreigner  uneasy.  "They  owe  me 
citizenship,"  grumbles  one  Palestinian. 
"I've  been  here  for  nearly  20  years, 
and  I  helped  create  this  country's 
great  wealth.  I  did.  I  haven't  simply 
earned  my  citizenship,  they  owe  it  to 
me."  But  he  is  unlikely  to  get  it. 

Hired  Help 

To  protect  themselves,  the  native 
Kuwaiti  minority  has  pushed  hard  to 
keep  Kuwaitis  in  the  key  posts  in  its 
economy,  especially  in  technical,  pro- 
fessional and  administrative  jobs.  But 
it  doesn't  work.  The  Kuwait  Oil  Co. 
has  succeeded  in  enrolling  1,330  Ku- 
waitis out  of  a  total  work  force  of 
2,900.  However,  more  typically,  the 
Commercial  Bank  has  only  42  Ku- 
waitis out  of  627  employees.  The  gov- 
ernment has  decreed  that  its  banks 
must  be  solely  Kuwaiti-owned,  but  it 
has  never  been  able  to  make  them 
Kuwaiti-managed.    Kuwait  banks   are 


In  most  things,  free  enterprise  predom- 
inates in  Kuwait,  but  not  in  oil.  Kuwaiti 
investors  used  to  own  40%  of  the  Kuwait 
National  Oil  Co.,  the  local  refining  and 
marketing  outfit,  but  last  spring  the 
government  took  that  over  too. 


also  run,  under  contract,  by  foreigners. 

Needless  to  say,  even  the  smuggest 
Kuwaiti  by  Origin  has  nightmares 
about  what  might  happen  if  the  for- 
eign majority  ever  decided  to  take 
the  law  into  its  own  hands.  Short  of 
violence,  the  foreign  workers,  or  at 
least  the  most  proficient  ones,  might 
demand  a  change  as  a  price  for  their 
continuing  to  make  Kuwait  run  ef- 
ficiently. The  rising  oil  income  of  some 
of  the  other  states  in  the  Gulf  has 
begun  to  siphon  off  foreign  workers 
who  once  found  Kuwait  the  most  con- 
genial place  in  the  Middle  East.  Part- 
ly for  this  reason  the  Planning  Board 
has  proposed  that  Kuwait  step  up  the 
naturalization  of  highly  qualified 
Arabs  who  have  contributed  to  the 
country  and  grant  permanent  resi- 
dents all  rights  except  political  and 
voting  rights.  But  sooner  than  support 
such  proposals,  the  chairman  of  the 
Planning  Board  resigned. 

Just  as  Kuwait's  privileged  position 
has  created  dangers  within,  so,  of 
course,  it  creates  dangers  from  with- 
out—from poorer,  but  much  stronger 
neighbors.  To  buy  friendship,  at  least 
in  the  underdeveloped  countries,  Ku- 
wait has  adopted  a  kind  of  Robin 
Hood  attitude.  Part  of  what  it  has 
taken  from  the  oil-users  of  the  world, 
it  is  giving  back  in  the  form  of  grants 
and  development  loans  to  poorer  coun- 
tries, mainly  Arab.  The  Kuwait  Fund 
for  Arab  Economic  Development,  a 
sort  of  private  World  Bank,  has  under- 
written more  than  $450  million  in 
low-interest  or  interest-free  loans  in 
recent  years— to  finance  an  oil  pipe- 
line in  Algeria,  an  aluminum  smelter 
in  Bahrain,  the  Suez  Canal  recon- 
struction in  Egypt,  mining,  power  and 
agricultural  projects  in  Jordan,  Tuni- 
sia and  the  Sudan. 

The  Kuwait  Fund  and  others  like 
it  serve  certain  hardheaded  political 
purposes— to  win  friends  for  Kuwait 
in  a  world  filled  with  potential  ene- 
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mies.  As  such,  they  may  be  more 
effective  than  the  $630  million  worth 
of  military  aircraft  Kuwait  has  bought 
in  the  past  Bve  years. 

The  Kuwait  Fund  itself  was  set  up 
a  decade  or  so  ago  after  Iraq  at- 
tempted to  take  over  the  country.  Its 
object  was  to  win  the  political  sup- 
port of  the  rest  of  the  Arab  world 
for  Kuwait's  independence.  That 
threat   has    receded.    These   davs   the 


Fund  also  serves  to  win  friends  and 
influence  people  in  the  non-Arab 
Third  World.  A  $10-million,  3%  loan 
goes  a  small  way  toward  reconciling 
a  developing  nation  to  a  $20-million 
annual  increase  in  its  oil  bill. 

How  Deep? 

But  can  such  a  country  as  Kuwait 
-900,000  people,  40,000  of  whom 
have  the  vote— really  be  a  world  pow- 


er? Many  Kuwaitis  seem  to  think  the 
answer  is  yes,  and  this  makes  many 
Western  observers  wonder  just  how 
worldly  these  seemingly  wordly  peo- 
ple really  are. 

You  forget  sometimes— the  contem- 
porary surface  of  Kuwait  is  so  rarely 
broken— just  how  recent  and  how  su- 
perficial the  Westernization  of  Ku- 
wait really  is.  It  comes  home  to  you, 
pungent    as    the    taste    of    cardamom 


An  Arabian  Santa  Claus 

If  you  are  worried  about  the  recycling  of  oil 
money,  you  ought  to  take  a  look  at  Abu  Dhabi. 
In  it  pours,  out  it  pours. 


It  took  Kuwait  about  20  years  to  go 
from  a  dusty,  sunbaked  fishing  village 
to  a  metropolis  with  traffic  jams  and 
luxury  hotels.  But  Kuwait  was  built 
when  oil  was  $2  a  barrel.  About  75 
minutes  by  jet  down  the  Gulf  coast  is 
Abu  Dhabi,  capital  of  the  United 
Arab  Emirates.  Abu  Dhabi  is  being 
built  on  $10  oil,  and  what  it  took 
Kuwait  20  years  to  do,  Abu  Dhabi 
may  well  do  in  less  than  ten. 

Abu  Dhabi  looks  like  a  world's  fair 
under  construction.  Here  and  there 
you  catch  a  glimpse  of  the  mud  huts 
that  were  old  Abu  Dhabi,  but  the 
new  city  springing  up  on  the  sand  is 
last  burying  them.  It  is  a  place  of 
vast  distances  and  modern  buildings, 
designed  for  the  automotive  age. 

To  be  sure,  few  of  the  100,000  or 
so  Abu  Dhabians  have  cars,  but  most 
of  them  almost  certainly  will  one  day 
soon.  Statistically,  they  are  already 
the  richest  people  in  the  world.  Abu 
Dhabi's  per-capita  income  this  year 
will  hit  $35,000.  In  theory,  at  least, 
this  makes  the  average  Abu  Dhabian 
over  three  times  as  rich  as  the  Ku- 
waitis  and   six   times   richer  than   the 

Abu  Dhabi  financeman  John  Butter 


average  American.  The  sheikdom  of 
Abu  Dhabi  as  a  dusty,  sultry,  stony 
land,  but  under  its  26,000  square 
miles  lies  almost  as  much  oil  as  lies 
under  the  entire  continental  U.S.— 
which  is  more  than  100  times  bigger. 

With  an  oil  income  of  $3.5  billion 
last  year,  Abu  Dhabi's  absolute  ruler, 
Sheik  Zayed,  has  become  a  kind  of 
Islamic  Santa  Claus,  handing  out 
money  in  hundred-million-dollar  wads 
to  deserving  nations  and  causes.  Abu 
Dhabi  is  the  largest  of  the  seven 
sheikdoms  that  make  up  the  United 
Arab  Emirates,  but  Zayed  is  so  rich 
that,  as  president  of  the  U.A.E.,  he 
is  bankrolling  the  entire  federal  bud- 
get— $700  million  a  year.  Except  for 
last  year,  when  his  income  temporarily 
soared  ahead  of  his  largesse,  Zayed 
has  been  spending  the  money  as  fast 
as  it  pours  in. 

The  man  who  keeps  watch  over 
those  expenditures  is  John  Butter,  a 
tall  trim  Britisher  with  that  air  of 
detached,  almost  disdainful,  authority 
that  once  cowed  the  natives  of  six 
continents.  At  59,  the  veteran  colonial 
civil  servant  commands  no  more,  but 
now,  as  director  general  of  Abu 
Dhabi's  Finance  Department,  lie 
makes  sure  Abu  Dhabi  doesn't  spend 
its  money  faster  than  it  comes  in. 

Recent  rumors  had  it  that  his  sheik 
had  spent  himself  into  a  hole. 

"Quite  incorrect,"  insists  Butter.  "It 
wasn't  a  liquidity  crisis.  It  was  merely 
that  we  couldn't  finalize  our  1975 
budget  until  we  were  a  little  surer  ol 
what  our  revenues  would  be."  Abu 
Dhabi  did  borrow  $200  million  in  late 
1973  to  get  cash  for  some  gifts  the 
sheik  wanted  to  make  to  other  Arab 
countries.  But  that's  more  like  the 
wealthy  man  who  has  to  borrow  the 
cost  of  his  wife's  Christmas  present 
pending  receipt  of  his  January  divi- 
dend checks.  The  loan  has  long  since 
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been  repaid  out  of  last  year's  surplus. 

Those  who  worry  about  the  recy- 
cling of  oil  money  can  take  some  com- 
fort here.  The  sheik  took  in  $3.5  bil- 
lion last  year  and  managed  to  spend 
$2  billion  of  it.  According  to  Butter, 
about  $1  billion  was  spent  in  Abu 
Dhabi  and  the  other  emirates  on  infra- 
structure development:  "On  every- 
thing that  a  country  that  started  as 
a  fishing  village  in  the  sand  and  cam- 
els in  the  desert  needs  for  present-day 
life— schools  and  hospitals,  roads,  air- 
ports and  seaports,  desalinization  and 
electric-power  plants." 

Another  $1  billion  went  into  various 
forms  of  foreign  aid.  Sheik  Zayed  is  a 
devout  Moslem,  and  Abu  Dhabi  has 
lavished  its  oil  surplus  on  Islamic 
countries  that  need  its  help— some- 
times in  the  form  of  low-interest 
loans,    sometimes    as    outright     gifts. 


Balanced  Powers:  The  U.A.E.'s  pres- 
ident and  vice  president,  Abu  Dhabi's 
Zayed  (right),  Dubai's  Rashid. 
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coffee,  when  the  bull  horns  of  a 
minaret  interrupt  a  business  confer- 
ence with  the  hollow  cry  of  muezzin. 
Or  when  the  headlights  of  your  car 
pick  up  the  white-robed  shapes  of 
two  Kuwaiti  men  lying  together  in 
the  darkness.  Or  when  your  cab 
driver  pulls  up  at  the  side  of  the 
road  and  throws  himself  head  down 
upon  the  sand,  to  rise,  his  sightless 
and  oblivious  eyes  lifted  in  prayer  to 


some    invisible,    internalized    Mecca. 

"Oh,  it  is  true,"  says  one  Kuwaiti, 
"we  drive  your  cars  and  we  sit  in 
front  of  your  television  sets,  and  we 
cool  our  homes  with  your  air  condi- 
tioners and  heat  our  food  with  your 
electric  ranges.  And  you  say:  'Same. 
All  the  same.'  But  no.  Inside,  we  are 
different." 

In  that  difference  may  lie  the 
danger.   ■ 


Last  year,  $135  million  went  to  the 
Abu  Dhabi  Fund  for  Arab  Economic 
Development,  for  instance,  $200  mil- 
lion to  Egypt  and  Syria,  with  the  rest 
spread  among  a  long  list  of  countries, 
most  of  them  Arab,  but  including  Pa- 
kistan, Bangladesh  and  India. 

Over  what  remains— $1.5  billion 
last  year— Butter  has  considerable  say, 
and  his  job  is  to  convert  it  "into  some 
sort  of  asset  that  may,  hopefully,  keep 
its  value  in  the  future  when  the  oil 
is  exhausted." 

Butter  split  last  year's  surplus  into 
three  parts:  40%  went  into  common 
stocks  and  real  estate,  with  Morgan 
Guaranty  handling  the  U.S.  and  Ca- 
nadian portion;  Robert  Fleming  &  Co., 
the  British  portion;  and  the  Banque  de 
l'lndochine,  the  European  portion.  An- 
other 40%  went  into  bonds,  picked 
and  managed  by  the  Union  Bank  of 
Switzerland  and  Britain's  Crown 
Agents.  The  remaining  20%  ($300 
million)  was  lent  to  various  nations 
short  term— in  dirhams  to  protect  at 
least  part  of  the  surplus  against  cur- 
rency devaluations. 

How  successful  have  these  invest- 
ments been?  "Our  managers,"  Butter* 
says  dryly,  "were  wise  enough  not  to 
lose  us  any  money." 

The  recycling  meanwhile  proceeds 
at  a  furious  pace.  In  1973,  in  antici- 
pation of  higher  oil  revenues,  spend- 


ing got  ahead  of  income.  In  1974  in- 
come got  ahead  of  spending.  In  1975, 
with  spending  soaring  and  income  flat 
or  down  slightly,  the  two  will  be  in 
balance  again.  "Demand  for  infra- 
structure capital  is  on  the  upslope," 
Butter  says.  "In  1975  we  are  having 
to  choose  between  projects  and  the 
timing  of  projects.  We  won't  have 
much  of  a  surplus  to  invest  in  1975." 

As  a  faithful  follower  of  the  Or- 
ganization of  Petroleum  Exporting 
Countries,  Abu  Dhabi  flirted  briefly 
with  taking  over  oil  production  with- 
in its  borders.  It  acquired  60%  of  the 
equity  and  started  pushing  toward 
100%.  But  when  petroleum  demand 
slumped  early  this  year,  Abu  Dhabi 
found  its  premium-priced,  low-sulfur 
crude  priced  almost  out  of  the  mar- 
ket. Production  within  its  borders 
dropped  50%.  The  government  quick- 
ly backtracked,  sweetening  the  deal 
for  the  oil  companies  and  ceasing  to 
talk  of  100%  ownership.  In  response, 
the  companies  agreed  to  raise  pro- 
duction back  to  1.5  million  barrels  a 
day— nearly  the  1974  level. 

Even  with  30%  of  their  oil  money 
flowing  back  out  of  the  country  to  fi- 
nance their  sheik's  largesse,  there  is 
enough  left  over  to  transform  life  for 
his  subjects.  In  addition  to  the  high- 
ways and  power  plants  and  water  sys- 
tems it  is  building,  Abu  Dhabi  now 


IRAN 


provides  free  health  and  medical 
services,  free  education  and  subsidized 
housing  on  a  massive  scale. 

When  C.  Northcote  Parkinson  said 
that  expenditures  invariably  rise  to 
meet  income,  he  was  not  thinking  of 
Arabs,  but  the  rule  quite  clearly  ap- 
plies. One  way  or  another,  the  new- 
rich  Arab  nations  will  send  back  more 
of  their  oil  revenues  than  anyone 
thought  possible  a  few  years  ago.   ■ 


The  Hong  Kong  Of  The  Gulf 


Where  the  new  city  of  Abu  Dhabi  is 
almost  imperial  in  concept— as  befits 
the  capital  of  a  ruler  who  doesn't 
have  to  answer  to  his  subjects— Dubai, 
Abu  Dhabi's  chief  rival  in  the  U.A.E., 
is  belligerently  commercial  and  urban. 
Dubai's  population  and  its  businesses 
are  concentrated  around  the  Dubai 
Creek,  an  inlet  on  the  Persian  Gulf 
that  is  the  center  of  its  trading  and 
maritime  activity.  Dubai  prospered  as 
a  trading  'center  before  oil  was  dis- 
covered, and  it  will  probably  prosper 
when  the  oil  runs  out.  "We  used  to  do 
without  oil,"  says  William  R.  Duff, 
customs  inspector  of  the  port  of  Du- 
bai, "and  we  still  could.  We're  basi- 
cally   middlemen.    We   import   some- 


thing in  the  region  of  $1.2  billion  a 
year,  and  of  that,  40%  goes  out  again 
—60%  when  the  smuggling  trade  goes 
well."  Right  now,  thanks  to  the  high 
price  of  gold,  smuggling  goes  badly. 

The  two  sheikdoms  vie  with  each 
other  in  internal  development.  Abu 
Dhabi  built  an  international  jetport, 
so  Dubai  built  a  bigger  one.  Dubai 
built  a  deepwater  port,  so  Abu  Dhabi 
dredged  up  one  of  its  own.  But  when 
Abu  Dhabi's  Sheik  Zayed  agreed  to 
underwrite  the  entire  federal  budget 
at  the  time  the  federation  was  formed, 
Dubai's  less  openhanded  Sheik  Rashid 
made  no  effort  to  top  that.  To  Zayed's 
annoyance,  Dubai  still  pays  nothing 
at  all. 


1 


The  Creek:  Dubai's  commercial  center 
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Ledder 
of  Abbott 


How  "Dr."  Ledder 
Cured  Abbott  Labs 

A 

Abbott  Labs  was  a  sick  company 
when  Ted  Ledder  took  it  over.  Skillfully, 
he  has  nursed  it  back  to  health. 


"There  were  days,"  Ted  Ledder  re- 
calls, "when  I  didn't  even  want  to 
drive  to  work."  Edward  J.  (Ted)  Led- 
der, 57,  is  remembering  1971  when 
he  was  chief  operations  officer  of 
North  Chicago's  Abbott  Laboratories, 
and  the  health-care  company  sudden- 
ly had  all  its  intravenous  solutions  re- 
called from  hospitals  because  of  bac- 
terial contamination.  Those  were  scary 
days.  Hanging  over  the  company's 
head  was  the  constant  fear  that  some- 
one might  die  from  the  contaminated 
solution  (probably  no  one  did).  From 
a  corporate  point  of  view,  the  solu- 
tions were  Abbott's  biggest  single 
product  and  its  very  reputation  was 
at  stake.  Pretax,  the  recall  probably 
cost  Abbott  $50  million  in  direct  and 
indirect  losses. 

While  Abbott  was  struggling  with 
the  problem,  Chairman  George  Cain, 
Ledder's  boss  and  Abbott's  chief  ex- 
ecutive for  14  years,  suddenly  died  of 
a  heart  attack.  The  mess  was  entirely 
in  Ledder's  hands. 

In  1971  the  company's  sales  were 
flat,  and  its  earnings  dropped  41%  to 
the  lowest  level  since  1964.  This  was 
no  way  for  a  pharmaceutical  company 
to  perform.  Slowly,  painfully,  Ledder 
brought  Abbott  back.  Last  year  on 
sales  of  $765  million,  up  67%  from 
1971,  Abbott  earned  $55  million. 
Among  health-care  companies  only 
Johnson  &  Johnson  and,  CD.  Searle 
beat  Abbott's  13.6%  return  on  capital. 

Abbott's  momentum  is  continuing. 
At  the  six-month  mark  this  year,  sales 
were  $446.4  million  and  earnings 
$31.3  million  ($2.27  a  share).  For 
the  full  year,  Abbott  should  earn  $5 
a  share  or  thereabouts,  25%  better 
than  last  year's  excellent  showing.  The 
turnaround  was  the  product  of  the 
late  George  Cain's  long-range  plan, 
skillfully  executed  by  Ted  Ledder. 

In  the  Sixties,  Abbott  was  a  drug 
company  with  a  modest  research  and 
development  program,  a  hospital- 
products  company  leaning  heavily  on 
its  intravenous  solutions,  the  marketer 
of  a  miscellany  of  pediatric,  consumer 
and  other  products.  Today  Abbott  is 
spending  $50  million  on  research  and 
development,  double  what  it  spent  in 
the  late  Sixties.  Half  of  that  goes  to 
drugs  and  is  concentrated  in  anti-in- 
fectives,  anti-inflammatories,  cardio- 
vascular and  mental  health  areas. 


With  Ledder  leading  the  search 
party,  Abbott  launched  a  major  re- 
cruiting drive.  Today  more  than  one- 
third  of  its  top  executives  are  people 
who  worked  for  other  companies  un- 
til recent  years. 

Foreign  sales  are  now  37%  of  the 
total,  and  since  the  total  has  grown, 
they  now  amount  in  dollar  terms  to 
more  than  double  what  they  did  a 
scant  five  years  ago. 

Abbott  has  done  well  in  the  rough- 
ly competitive  consumer  products 
market.  Its  Selsun  Blue  antidandruff 
shampoo  is  currently  running  at  an 
estimated  $10  million  a  year  and  is 
in  second  place  in  antidandruff  sham- 
poo sales  to  Procter  &  Gamble's  Head 
&  Shoulders. 

Full  Recovery 

The  hospital  products  division  is 
the  greatest  success  of  all,  despite  the 
1971  recall.  At  $256-million  sales  in 
1974,  it  is  the  company's  biggest  and 
fastest-growing  division,  having  more 
than  doubled  its  sales  from  $109  mil- 
lion five  years  ago. 

Before  the  recall,  Abbott  had  42% 
of  the  U.S.  intravenous-solution  mar- 
ket. Getting  that  market  back,  Ledder 
decided,  was  his  first  order  of  busi- 
ness. He  supplied  his  customers  with 
intravenous  solutions  purchased  from 
Cutter  Laboratories,  and  within  a 
year  had  over  25%  of  the  market 
again.  By  last  year  the  figure  was  up 
to  nearly  30%. 

This  cost,  of  course.  "You  cut 
price,"  Ledder  remembers,  "reduce 
your  product  to  commodity  status, 
just  to  get  that  market  share."  To- 
day, however,  Abbott  has  a  new  in- 
travenous-solution container,  plastic 
instead  of  glass.  Baxter  Laboratories, 


its  major  competition,  also  has  a 
plastic  container.  But  Abbott's  new 
one  is  good  enough  to  cause  Baxter 
to  rush  to  emulate  some  of  Abbott's 
improvements. 

Ledder  has  kept  a  stream  of  new 
hospital  products  flowing,  principally 
in  the  fast-growing  diagnostics  field. 
Diagnostic  use  is  growing  not  only 
because  machines  are  more  accurate 
and  faster,  says  Ledder:  "With  so 
many  malpractice  suits,  doctors  are 
turning  more  and  more  to  diagnostics 
to  be  sure."  Abbott  is  especially 
strong  in  blood  diagnosis;  one  of  its 
new  machines  tests  90%  of  all  blood 
donations  for  serum  hepatitis. 

Pharmaceutical  research  results  arc 
just  starting  to  trickle  in.  Last  year 
two  mental  health  drugs,  Cylert,  a 
calming  agent,  small  at  perhaps  $5 
million  in  potential  sales,  and  Tran- 
xene,  a  tranquilizer  with  much  larger 
sales  potential,  were  approved  by  the 
Food  &  Drug  Administration. 

The  measure  of  any  drug-health- 
care company  is  its  new  products, 
and  Ledder  has  Abbott  up  among 
the  leaders  in  this  critical  area.  Prod- 
ucts introduced  within  the  past  three 
years  contributed  in  excess  of  $100 
million  of  last  year's  $765-inillion 
sales.  And  several,  like  the  intravenous 
solutions  in  plastic  containers  and 
Tranxene,  are  both  young  and  poten 
tially  very  large. 

At  a  recent  76,  Abbott's  slock  went 
at  18  times  last  year's  earnings.  Less 
profitable  health-care  companies,  like 
American  Hospital  Supply,  Bee  ton, 
Dickinson  and  Baxter  Labs,  command 
multiples  ranging  from  20  lo  35.  For 
Wall  Street,  the  memory  ol  Abbott's 
recall  is  still  stronger  than  the  allure 
of  its  new-found  health.    ■ 
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The  Numbers  Game 


"That's  A  Lot  Of  GAAP!" 


Here's  a  one-question  quiz  that  could 
save  you  some  money. 

True  or  false:  When  outside  audi- 
tors certify  that  a  company's  financial 
statements  "present  fairly  the  finan- 
cial position"  of  the  company,  the  in- 
vestor has  a  guarantee  that  the  books 
fairly  present  the  financial  reality. 

Sad  though  it  be,  the  statement  is 
false.  When  you  see  the  "presents  fair- 
ly" phrase,  the  accountants  are  con- 
firming no  more  than  that  the  finan- 
cial statements  are  "in  conformity 
with  generally  accepted  accounting 
principles."  Thus  the  books  of  U.S. 
Financial,  Penn  Central,  National  Stu- 
dent Marketing,  Equity  Funding  and 
many  more,  all  "presented  fairly." 

As  Securities  &  Exchange  Commis- 
sioner A. A.  Sommer  says:  "The  ap- 
plication of  GAAP  does  not  guaran- 
tee there  will  be  a  fair  presentation." 

Are  you  a  bit  confused  at  this 
point?  We  don't  blame  you.  How  can 
"presents  fairly"  be  anything  other 
than  a  fair  presentation?  Putting 
aside  semantics,  we  can  best  illustrate 
with  an  example. 

Remember  Stirling  Homex?  It  was 
going  to  do  for  housing  what  Henry 
rord  once  did  for  cars.  But  only  insid- 
ers got  rich.  Just  29  months  after  go- 
ing public,  Stirling  Homex  folded, 
leaving  the  investing  public  short- 
changed by  an  estimated  $100  mil- 
lion. Believe  it  or  not,  Stirling  Homex' 
statements  were  stamped  "presents 
fairly"  and  by  no  less  an  accounting 
firm  than  Peat,  Marwick,  Mitchell. 

We  dusted  off  Stirling's  July  31, 
1971  annual  report— its  last.  Every- 
thing looked  fine.  Sales  and  earnings 
were  up  63%  and  60%,  respectively. 
Working  capital  from  operations 
more  than  doubled  and  shareholders' 
equity  tripled.  Wall  Street  was  paying 
250  times  earnings  for  the  stock. 

The  only  hint  of  trouble  was  on  the 
balance  ^  sheet.  Current  liabilities — 
mainly  unsecured  bank  notes— nearly 
tripled,  to  $46  million. 

But  that  hint  of  gloom  was  ob- 
scured by  Peat,  Marwick's  certifica- 
tion letter.  It  clearly  stated  that  Stir- 
ling Homex'  statements  ".  .  .  present 
fairly  the  consolidated  financial  posi- 
tion of  Stirling  Homex  ...  in  conform- 
ity with  generally  accepted  account- 
ing principles.  .  .  ." 

Yet  only  12  months  later,  the  com- 
pany was  in  receivership. 

How  can  "presents  fairly"  present 
so  unfairly? 

The   accountants   mostly   insist   up- 


on judging  "fairness"  in  terms  of  an 
established  framework  of  rules— gen- 
erally accepted  accounting  principles. 
If  a  company's  accounting  policies 
conform  to  generally  accepted  ac- 
counting principles,  the  results  auto- 
matically yield  a  fair  presentation. 
"That  makes  the  accountant's  life 
easy,"  explains  John  Shank,  associate 
professor  of  accounting  and  finance 
at  the  Harvard  Business  School,  "be- 
cause then  the  accountant  doesn't 
have  to  apply  any  independent  judg- 
ment to  the  situation.  He  only  has  to 
decide  whether  his  judgment  conforms 
to  the  rules."  That's  like  following  a 
cake  recipe  and  worrying  only  about 
counting  cups  of  flour— not  about  how 
it's  finally  going  to  taste. 

Accruing  Trouble 

The  secret  to  Stirling  Homex'  rosy 
sales  and  earnings  picture  was  a 
modern  accounting  concept  known  as 
"accrual  accounting,"  which  attempts 
to  match  income  with  expense.  The 
minute  a  house  rolled  off  the  assem- 
bly line,  Stirling  Homex  rang  up  a 
sale  based  on  purported  purchase 
contracts,  even  though  the  cash  was  a 
long  way  from  the  company  till.  The 
SEC  charges  85.8%  of  Stirling  Homex' 
1971  sales  were  improperly  recorded. 
But  if  you  use  accrual  accounting  the 
way  Stirling  Homex  did,  its  numbers 
were  "presented  fairly." 

To  resolve  the  fair  presentation 
problem,  Commissioner  Sommer  and 
Chief  Accountant  John  C.  (Sandy) 
Burton  of  the  SEC  have  recently 
urged  accountants  to  take  a  broader 
approach  to  the  phrase.  Burton  ar- 
gues that  GAAP  is  not  the  only  im- 
portant aspect  of  fairness.  He  suggests 


that  GAAP  rules  should  be  part  of  a 
broad  "accounting  model"  before  the 
accountant  approves  a  company's  re- 
port. Accountants  should  realize  they 
are  talking  to  investors,  not  just  to 
other  accountants,  and  they  must  be 
responsible  for  making  subjective  judg- 
ments as  to  the  overall  fairness  of  the 
picture  painted  by  corporate  fi- 
nancial statements.  As  Sandy  Burton 
puts  it,  accountants  should  be  ask- 
ing, "What  is  the  reality  behind  a 
particular  transaction?" 

In  the  case  of  Stirling  Homex,  for 
example,  this  approach  might  have 
encouraged  Peat,  Marwick  account- 
ants to  ask  some  tougher  questions. 
Questions  like:  "Where  is  the  cash 
behind  those  sales,  really?"  Or  even: 
"What  really  are  the  financial  founda- 
tions of  this  company?" 

If  you  want  to  make  an  accountant 
squirm,  just  suggest  that  this  is  the 
way  it  should  be  done.  They  have 
good  reason  to  squirm.  It  would  take 
them  away  from  rules  with  which 
they  feel  safe  and  comfortable  and 
throw  them  into  a  whole  new  world 
of  subjective  judgments— and,  of 
course,  of  risk,  lor  one  thing,  it 
would  open  up  the  possibility  of  get- 
ting into  an  argument  with  a  good 
customer.  He  may  want  to  handle  a 
transaction  in  a  certain  way— as  Stirl- 
ing Homex  did  with  accrual  sales.  Is 
the  accountant  then  to  append  a  note 
to  his  report  suggesting  that  the  client 
is  hiding  something?  Hardly  a  way 
to  keep  the  client  happy. 

And  then,  of  course,  there  are  the 
lawyers.  Once  judgment  rather  than 
fairly  rigid  rules  enters  into  the  pic- 
ture, so  does  the  possibility  of  law- 
suits    against     the     accountants.     As 
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Which  companies  wil 
lead  the  recovery? 

E.E  Hutton  says 
the  answer  is  basic. 


E.  F.  Hutton  s  new 
investment  quarterly  talks 
about  the  many  favorable 
economic  indications 
which  are  now  appearing. 
And  it  reports  on  the 
real  possibility  which  now 
exists  for  an  extended 
period  of  outstanding 
growth. 

Based  on  these 
optimistic  signs,  the  study 
predicts  that  companies 
involved  in  basic  industries 
are  likely  to  return  to 
the  spotlight. 

It  examines  in  detail 
four  of  these  companies 
and  recommends  them  as 
outstanding  investments. 

To  get  your  copy 
of  this  very  timely  report, 
just  fill  out  the  coupon. 


PROLONGED 
PROSPERITY. 


...AND  AN 
EXTENDED 
BULL 
MARKET? 


IFHutton 


Gentlemen:  Please  send  me  your  latest  investment  quarterly,  "Prolonged  prosperity 
and  an  extended  bull  market?;' which  lists  four  attractive  basic  industry  stocks. 


Name. 
Street. 
City 


.State. 


.Zip. 


Home  Phone. 


-Business  Phone. 


Hutton 


E.  F.  Hutton  &  Company  Inc. 

One  Battery  Park  Plaza,  New  York,  N.Y.  10004 
(212)742-5000 

When  E.  F.  Hutton  talks,  people  listen. 
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The  Numbers  Game 


Peat,  Marwick's  general  counsel,  Vic- 
tor Earle  III,  puts  it:  "It's  fine  to  talk 
about  fairness  and  motherhood  and 
all  that.  But  what  happens  when  a 
jury  determines  liability  if  they're  al- 
lowed to  do  so  on  the  basis  of  their 
view  "of  fairness?  What  I  don't  want 
*is  a  standard  of  liability  that  says 
even  where  the  accountant  in  good 
faith  followed  all  the  accounting  re- 
quirements and  touched  all  the  bases, 
he's  still  liable  if  the  layman  doesn't 
think  his  presentation  was  fair." 

Earle  is  uncomfortably  aware  that 
the  accountants  are  already  seriously 
exposed. 

Starting  with  the  landmark  Conti- 
nental Vending  case  of  1969,  the 
courts  have,  in  most  observers'  opin- 
ions, consistently  held  that  compli- 
ance with  GAAP  is  not  in  itself  a 
complete  defense.  According  to  the 
courts,  when  push  comes  to  shove,  the 
accountants  are  responsible  for  an 
overall  fair  presentation. 

Real  Tiger 

Why  all  the  fuss?  Haven't  most  of 
the  abuses  been  ended?  Not  neces- 
sarily. Many  of  the  old  GAAP-sanc- 
tioned  practices  that  have  led  to 
abuses  in  the  past  are  still  available 
to  the  clever  entrepreneur.  Accrual 
accounting  is  just  one  of  the  ways 
reality  can  be  distorted.  Pooling— the 
simple  addition  of  balance  sheet  items 
in  the  case  of  mergers— is  another. 
It  was  pooling  that  allowed  Inter- 
national Telephone  &  Telegraph  to 
boost  its  pretax  earnings  from  1970 
to  mid-1974  by  nearly  $240  million, 
after  its  merger  with  Hartford  Fire. 
According  to  pooling  critics,  the  gain 
was  illusory.  According  to  GAAP,  it 
was  legitimate.  And  as  recent  Num- 
bers Games  have  demonstrated, 
GAAP  practices  governing  foreign 
currency  translations  and  gains  from 
early  extinguishment  of  debt  are 
still  potentially  misleading. 

As  John  Shank  says:  "No  matter 
how  detailed  the  accounting  rules,  the 
mind  of  the  enterprising  entrepreneur 
can  always  conceive  of  a  transaction 
consistent  with  the  rules  but  incon- 
sistent with  the  spirit  behind  them." 
In  other  words,  crooks  will  be  crooked. 

Baruch  College  Professor  Abra- 
ham Briloff,  noted  for  his  assaults  on 
rigged  accounting,  puts  the  whole 
thing  in  witty  perspective.  If  the  ac- 
counts hide  behind  the  rules,  suggests 
he,  the  public  may  come  to  view  gen 
erally  accepted  accounting  principle] 
-GAAP-"as  cleverly  rigged  account 
ing  ploys"-CRAP.   ■ 
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With  A  Friend  Like  That... 


The  oil  crisis  has  not  only  enriched  Russia;  it  has  so 
impoverished  Russia's  East  European  trading  "partners 
that  they  are  pushed  toward  barter  with  the  West. 


rr 


While  everybody  was  looking  the 
other  way— that  is,  at  the  Arabs- 
guess  who  became  the  world's  largest 
oil  producer  last  year?  None  other 
than  the  Soviet  Union,  which  claims 
it  produced  3.3  billion  barrels  of  oil, 
thus  passing  the  U.S.'  3.1  billion  bar- 
rels. With  oil  prices  quadrupled,  this 
gave  the  Russians  a  $1.5-billion 
windfall  profit  on  the  317  million 
barrels  of  oil  they  sold  to  the  West. 

It  also  gave  them  a  huge  gain  on 
the  oil  they  sold  to  their  own  satellites 
in  Eastern  Europe.  When  it  comes  to 
a  buck,  Communist  solidarity  appar- 
ently can  go  hang,  for  the  Soviets  have 
more  than  doubled  the  price  at  which 
they  sell  some  520  million  barrels  a 
year  to  countries  like  East  Germany, 
Poland,  Hungary,  Czechoslovakia 
and  Bulgaria.  They  also  served  no- 
tice on  their  satellites  that  if  they 
exceed  a  certain  quota  next  year,  they 
will  have  to  pay  for  the  extra  oil 
with  hard,  foreign  currency— which  is 
in  very  short  supply  in  Eastern  Eu- 
rope. Finally,  the  Russians  announced 
that  oil  prices  would  be  reviewed  an- 
nually with  the  intention  of  raising 
them  fairly  rapidly  to  the  world  price. 

In  a  trice,  therefore,  the  Soviet  Un- 
ion has  reversed  the  trade  deficits  it 
used  to  run  with  its  own  Communist 
bloc.  Instead  of  ending  up  owing 
money  to  the  satellites  at  the  end  of 
the  year,  the  Soviets  are  now  having 
to  grant  them  long-term  credits  to 
pay  for  Soviet  goods.  Obviously,  the 
Eastern  European  countries  aren't 
happy  about  the  situation;  it  is  a  ma- 
jor setback  in  their  long-term  goal  of 
developing  economically  to  equality 
with  Western  Europe.  But  Big  Brother 
isn't  at  all  sentimental  where  money 
and  power  are  concerned. 

Making  Qo 

An  immediate  victim  is  East  Euro- 
pean trade  with  the  West.  The  East- 
erners will  have  less  hard  currency 
to  buy  from  the  West,  fewer  exports 
available  for  sale  to  the  West. 

The  West  Germans,  ingenious  as 
ever  when  it  comes  to  exports,  are 
working  hard  to  find  new  ways  to 
do  business  with  Eastern  Europe. 
It  worries  the  Germans  that  their 
growing  trade  with  East  Germany,  for 
example,  has  stopped  growing;  it  is  a 
trade  that  could  earn  the  West  Ger- 
mans a  favorable  balance  of  $770 
million  this  year.  All  told,  West  Ger- 


many and  Eastern  Europe  do  $13  bil- 
lion worth  of  trade  a  year— with  $3 
billion  surplus  to  West  Germany.  But 
this   trade   has   reached   a   plateau. 

Two  recent  deals  illustrate  the 
lengths  to  which  the  West  Germans 
are  willing  to  go  to  keep  East- West 
trade  from  faltering.  In  both  deals 
the  West  Germans  have,  in  effect,  ac- 
cepted the  principle  of  barter  rather 
than  insisting  on  payment  in  cash  or 
through  long-term  credits.  The  two 
companies  involved  are  Farbwerke 
Hoechst  Inc.  and  Friedrich  Krupp 
Ltd.  Hoechst  and  Krupp  will  build 
plants  in  East  Germany  and  take  at 
least  part  of  the  payment  in  products 
from  either  the  new  plants  or  other 
factories.  The  deals  are  not  straight 
barter,  but  something  close  to  it. 

"We  have  tried  to  separate  pay- 
ments from  the  products  side,"  says 
Lutz  Mann,  head  of  chemical  giant 
Hoechst's  special  group  for  dealing 
with  the  East.  "A  consortium  of  Eu- 
ropean banks  will  provide  the  neces- 
sary credits  to  East  Germany  and  they 
must  pay  back  this  credit."  However, 
Hoechst  is  pretty  much  guarantee- 
ing the  credit,  and,  says  Mann, 
"Hoechst  will  take  a  certain  tonnage 
of  chemical  products  every  year  for  a 
long  period  of  time"— the  products  rep- 
resenting a  kind  of  profit  to  Hoechst 
on  the  $250-million-pius  arrangement. 

Why  do  business  in  such  a  round- 
about way?  Because,  says  Ernst  Wolf 
Mommsen,'  the  65-year-old  chairman 
of  Krupp,  "the  development  of  the 
Eastern  countries  could  be  stopped 
because  they  don't  have  enough 
currency."  Krupp  is  building  several 
plants,  including  a  steel  mill,  in  East 
Germany  in  a  products-in-payment 
deal  worth  over  $150  million. 

"The  Eastern  countries,"  Momm- 
sen explains,  "used  to  send  25%  of 
their  exports  to  the  West  to  earn  the 
hard  currency  to  pay  for  Western  ma- 
chinery. Now  because  the  Soviet  Un- 
ion charges  them  more,  they  need 
more  exports  to  Russia."  Mommsen's 
vision  is  of  the  East  European  coun- 
tries, unable  to  continue  improving 
their  productivity  through  the  intro- 
duction of  Western  machinery  and 
techniques,  slipping  still  further  be- 
hind the  developed  Western  countries. 

The  Krupp  and  Hoechst  deals  are 
quite  different  from  the  raw  material 
barter  arrangements  Russia  has 
brought  off  with  several  West  Euro- 


Trade  between  East  and  West  Eu- 
rope is  not  yet  down  to  the  medieval 
barter  level,  but  itseems  headed  there. 


pean  countries.  For  example,  the  Rus- 
sians have  exchanged  natural  gas  with 
West  Germany  and  Italy  for  steel  pipe 
or  chemical  plants.  But  the  Western 
nations  needed  the  natural  gas. 
Hoechst  does  not  need  polyvinyl  chlo- 
ride from  East  Germany  to  sell  in  an 
already  crowded  Western  market; 
Krupp  does  not  need  steel  from  the 
East.  These  companies  are  taking  the 
products  almost  as  a  favor  to  a  past 
and  potential  customer— the  riskiest 
kind  of  barter. 

One  clear  implication  is  that  East- 
ern Europe  is  no  longer  a  growth  mar- 
ket for  U.S.  firms.  Officially,  U.S.-East 
German  trade  is  only  a  pittance,  some 
$35  million  last  year.  But  counting 
products  shipped  East  through  West 
European  subsidiaries  of  U.S.  firms, 
the  real  figure  is  closer  to  $400  mil- 
lion. U.S.  producers  of  machine  tools 
and  materials-handling  equipment 
have  been  hoping  for  more  orders 
from  the  East  Germans,  who  like  to 
buy  the  best  products  available  rather 
than  those  that  are  politically  expedi- 
ent. Now,  however,  most  of  their 
prime  exports  will  go  to  the  Soviet 
Union,  and  they  will  have  fewer  dol- 
lars to  purchase  Western  machinery. 
The  nations  of  Eastern  Europe  will 
have  to  rely  increa;  !ngly  on  their  own 
or  Russian  machinery,  which  is  often 
more  expensive  and  technologically 
less  advanced. 

The  West  Germans  will  probably 
suffer  less  than  the  Americans  from 
the  situation.  "Nobody  can  say  there 
is  no  competition  for  us,"  Mommsen 
says  archly,  "but  they  would  have 
to  work  very  hard.  We  are  very  close 
to  the  market,"  meaning  not  simply 
in  a  geographic  sense,  but  in  under- 
standing and  in  flexibility  as  well.  The 
West  Germans  certainly  don't  like 
barter,  but  will  accept  it  if  neces- 
sary. It  is  highly  unlikely  that  U.S. 
firms   would   or   could  follow   suit.   ■ 


FORBES,   AUGUST   1,    1975 


33 


Silver  Threads 

Among  The  Gold  Records 

Like  a  former  child  star  with  a  receding  hairline, 
the  rock  music  business  is  beginning  to  feel  its  age. 


A  cruise  along  your  radio  dial  will 
show  you  that  rock  music  is  still  roll- 
ing along,  full  blast.  Several  groups 
are  still  capable  of  selling  1  million 
albums  or  packing  concert  halls.  Wit- 
ness the  Rolling  Stones'  recent  tri- 
umphal, 24-city  march  across  the  U.S. 

But  the  trick  is  getting  harder  to 
turn.  Both  unit  sales  and  profits  in  the 
recorded  music  and  concert  business 
are  drifting  downward.  Record  com- 
panies and  promoters  are  stooping  for 
nickels  that  they  left  on  the  floor  a 
couple  of  years  ago.  As  if  that  weren't 
enough,  charges  of  payola  have  erupt- 
ed again.  Six  record  companies  and  16 
individuals  were  indicted  in  late  June 
on  charges  of  bribing  radio  stations 
to  spin  their  platters. 

Reliable  statistics  are  very  hard  to 
come  by  in  this  everything-is-always- 
coming-up-roses  business.  For  exam- 
ple, music  men  talk  about  it  being  a 
$2.5-billion  industry.  Where  does  that 
figure  come  from?  They  get  it  by  mul- 
tiplying the  unit  sales  of  records  and 
tapes  by  the  "suggested  retail  price" 
that  very  few  customers  pay. 

When  you  peek  behind  the  Glitter 
Curtain,  you  do  find  that  rising  prices 
are  masking  the  industry's  weakness. 


Says  Ron  Rakow,  president  of  Grate- 
ful Dead  Records:  "This  year  the  rec- 
ord industry  will  be  up  in  dollar  sales 
by  9%  and  down  in  unit  sales  by  9%." 
How  long  can  this  go  on?  Ask  the 
auto  industry. 

Meanwhile,  expenses  have  been 
soaring  in  the  record  industry.  The 
cost  of  pressing  records  has  gone  up 
46%  since  1973.  Album  covers  are  up 
35%,  wages  of  promotion  and  sales 
personnel  are  up  25%.  And  that's  not 
the  worst  of  it. 

According  to  Eddie  Silvers,  presi- 
dent of  Warner  Music,  "Record  com- 
pany margins  are  down  basically  be- 
cause of  high  percentages  for  record- 
ing artists.  Take  the  mid-Sixties.  The 
artist  got  a  maximum  of  5%  to  6%  of 
the  retail  selling  price.  On  top  of  that, 
the  producer  usually  got  paid  a  max- 
imum of  2%,  so  they  had  a  maximum 
7%  to  8%  royalty.  Now,  today,  some 
artists  can  get  royalties  of  up  to  20% 
of  the  retail  selling  price." 

High  costs  aren't  the  only  prob- 
lem, though.  The  music  men  are  only 
dimly  aware  of  what  may  be  their 
biggest  challenge— one  they  could  see 
clearly  if  they  ever  looked  at  some 
cold,  gray  population  statistics. 

Basically,  the  postwar  baby  boom 
kids,  whose  sheer  numbers  gave  rock 
much  of  its  sales  power  during  the 
boom  years,  are  moving  into  the  25- 
to-34-year-old  age  bracket,  an  age 
when,  historically,  interest  in  record- 
ings and  concerts  falls  off.  Onetime 
groupies  are  busy  changing  diapers 
and  their  husbands  are  painting  the 
living  room.  The  subteen  population 
(age  5  to  13),  who  would  be  the 
record  buyers  of  the  future,  has  de- 
clined by  7%  since  1970. 

Today's  25-to-34-year-olds  may  not 
go  as  thoroughly  domestic  as  past  ones 
have.  Nevertheless,  their  tastes  are 
changing,  shifting  in  the  direction  of 
middle-of-the-road  music— MOR  in 
trade  talk— akin  to  the  sort  of  harm- 
less background  noise  you  hear  in 
elevators  and  airline  terminals.  The 
trouble  is,  while  MOR  sells  reason- 
ably well,  it  doesn't  create  the  kind  of 
money-is-no-object  frenzy  that  could 
get  rock  going  again. 

There  are  a  lot  of  self-styled  proph- 
ets in  this  business.  One  with  more 
credibility  than  most  is  Lou  Adler,  a 
multimillionaire  rock  entrepre- 
»«       neur  who  produced   the  big- 


gest-selling album  of  all  time— Carole 
King's  1971  Tapestry. 

Now  the  bearded,  fortyish  Adler  is 
saying,  "It'll  be  a  while  before  we  see 
the  good  times  of  1965  through  1973. 
Right  now,  on  top  of  everything  else, 
with  the  economy  the  way  it  is,  you're 
losing  the  fringe  buyers,  who  get  eight 
to  ten  LPs  a  year."  And,  he  adds,  "I 
just  don't  feel  the  music  going  any- 
where. Usually  you  can  feel  a  social 
change,  a  style,  a  look.  Psychologi- 
cally, it's  time  for  the  record  industry 
to  play  it  safe." 

If  the  direction  of  musical  taste  is 
uncertain,  the  direction  of  the  music 
industry's  finances  is  not.  Recording 
companies  and  concert  promoters  real- 
ize that  they've  got  to  do  something 
to  curb  their  high  costs  and  trim  their 
swollen  artist  rosters. 

David  Geffen,  a  hyperactive  32- 
year-old  who  runs  Asylum/ Elektra 
Records  by  the  seat  of  his  blue  jeans, 
points  out  that  "Ninety  percent  of 
most  companies'  profits  come  from 
20%  of  the  releases."  Moving  rest- 
lessly around  his  plush  suite  at  New 
York's  Hotel  Pierre,  he  preaches  the 
virtues  of  economy.  "There  are  just 
too  many  releases.  We  [Asylum]  put 
out  only  30  albums  last  year,  but  14 
of  them  were  gold  records  [over  a 
million  dollars  in  sales],  and  only 
three  lost  money." 

Result:  Asylum/ Elektra  had  an  11% 
aftertax  margin  on  $36  million  in 
sales.  By  contrast,  ABC,  a  record 
company  more  typical  of  the  industry, 
put  out  over  400  albums  last  year  as 
against  Asylum's  30,  but  generated 
less  sales  volume. 

So  all  over  the  music  business  the 
marginal  acts  are  being  cut.  Record- 
ing companies  are  also  more  reluctant 
to  sign  up  untested  acts.  While  this 
reduces  their  risks,  it  also  reduces 
their  potential  profit,  because  the  best 
money  in  the  industry  is  made  on 
hot  new  stars  who  have  been  signed 
up  at  low  royalty  rates. 

Once  a  company  does  commit  it- 
self to  an  artist,  though,  it  finds  the 
costs  of  promoting  and  marketing  are 
going  up  all  the  time.  For  example, 
record  companies  now  regularly  buy 
large  blocks  of  seats  at  their  artists' 
appearances  at  rock-oriented  night- 
clubs like  New  York's  Bottom  Line. 
The  seats  are  then  given  away  to  the 
hordes  of  rock  critics,  hangers-on 
and  groupies  who  are  counted  on  to 
whip  up  enthusiasm  for  the  artists' 
"product." 

The  concert  promoters  are  squeezed 
most.  Ron  Delsener,  who  runs  a  $4- 
million-annual-sales  concert  business 
out  of  a  decaying  converted  apartment 
on  New  York's  Upper  East  Side,  thinks 
that  "there's  been  a  real,  ah,  taper- 
ing off  in  attendance.  We  just  have 
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too  many  concerts."  The  only  way  to 
make  sure  of  filling  a  concert  hall  now 
is  to  have  fewer  shows  and  combine 
more  than  one  big  group  into  a  single 
program.  Since  the  big  acts  aren't  ask- 
ing for  any  less  money  these  days, 
that  means  smaller  margins  for  the 
promoters.  So,  as  a  regretful  Delsener 
says  with  a  shake  of  his  frizzy,  gray- 
ing hair,  "I  talk  about  overbooking, 
but  I  still  do  it." 

In  an  ironic  twist,  while  the  money 
and  excitement  are  drifting  down,  the 
quality  of  rock  music  is  going  up. 
Rock  has  no  overriding  "sound"  now. 
Instead,  performers  are  branching  out 
from  straight  hard  rock,  soul  music 
and  jazz  and  synthesizing  the  best 
elements  of  each  form. 

Herbie  Mann  is  a  genial  white  jazz 
musician  who  is  versatile  and  talented 
enough  to  make  a  nonjazz  audience 
"cross  over"  and  buy  his  records— like 
his  latest  hit  album,  Discotheque, 
which  combines  jazz  and  rock  themes. 
Mann  says:  "When  jazz  got  too  eso- 
teric and  intellectual,  it  stopped  be- 
ing fun.  Now  jazz  musicians  are 
learning  to  communicate  with  a  non- 
jazz  audience."  As  for  rock,  he  feels, 
"Audiences  got  tired  of  what  those 
groups  were  doing.  So  the  rock  musi- 
cians have  started  to  improvise  like 
jazzmen." 

Some  artists  are  getting  their  inspir- 
ation from  their  parents'  music  and 
style.  Campy,  flashy  Bette  Midler  was 
one  of  the  first  of  these,  belting  out 
updated  Forties  hits  like  the  Andrews 
Sisters'  Boogie  Woogie  Bugle  Boy. 
She  has  been  followed  by  the  Man- 
hattan Transfer,  a  slick  male-female 
quartet,  packaged  in  tails  and  long 
dresses  by  Bette  Midler's  manager, 
Aaron  Russe. 

Also,  a  number  of  country  music 
artists  are  finding  out  that  they  can 
reach  a  far  bigger  audience  by  adding 
some  of  the  drive  of  rock  and  soul 
or  the  softness  of  pop  to  their  basic 
country  recipe.  In  the  past,  a  top  coun- 
try singer  with  a  sincere  look,  a  share- 
cropper father  and  an  authentic  pris- 
on record  to  sing  about  might  sell,  at 
most,  300*000  copies  of  a  hit  album. 
Now  along  comes  pretty,  blonde, 
Olivia  Newton-John,  blending  country 
with  pop,  and  selling  over  2  million 
copies  of  her  hits. 

The  most  dramatic  example  this 
year  of  a  crossover  phenomenon  has 
been  "disco  music"  and  discotheques, 
playing  nonstop,  fast-tempo  dance 
music.  The  first  time  around,  discos 
like  New  York's  legendary  Arthur's 
and  the  Peppermint  Lounge  appealed 
to  well-heeled  urbanites  out  for  a 
hoot.  The  present  craze  was  started 
by  blacks  and  homosexuals,  but  now 
Middle  American  kids  are  crowding 
the  dance  floors  and  buying  disco  rau- 
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sic— basically  heavy  rhythm  soul  music. 

As  Jerry  Rudinstein,  chairman  of 
ABC  Records,  says,  "We're  paying  at- 
tention to  discos  because  we're  look- 
ing for  new  ways  to  market  records." 
Traditionally,  getting  a  record  air  play 
was  the  only  way  to  put  it  before  the 
public.  But  more  than  ever,  radio 
stations  are  reluctant  to  play  any  song 
that  isn't  a  hit,  and  it's  hard  to  hit 
without  radio  time  ...  so  you  see  the 
problem.  But  even  if  a  song  can 
"break"  or  get  discovered  in  a  disco,  it 
must  have  massive  radio  play  to  be  a 
massive  hit.  Some  records  can  make 
the  jump,  though,  and  up  to  25%  of 
some  pop  stations'  play  lists  are  rec- 
ords that  came  out  of  discos. 

Jazz    crossover,    country    crossover, 
Forties  music,  discos.  .  .  .   What  does 
all  this  eclecticism  mean  for  the  busi- 
ness? For  one  thing,  there  is  less  uni- 
formity in  taste:  The  Sixties'  hard-rock 
craze   was   an   exercise   in   mass   hys- 
teria.   Now   there   are    diverse   artists 
and  groups  able  to  sell  in  the  hundreds 
of   thousands,   but   few   who 
sell   in   the   millions.    Where 
are  the  smash  million-sellers 
like    the    Beatles    to    create 
frenzied     enthusiasm      (and 
frenzied  spending)  that  spills 
over  to  all  rock  music? 

Many  of  the  business'  big- 
name  executives  say  the  next 
Beatles  are  nowhere  in  sight. 
For  example,  urbane  Clive 
Davis,  the  former  head  of 
CBS's  Columbia  Records, 
who  now  heads  Arista  Rec- 
ords, says,  "People  expect 
this  to  be  a  revolutionary 
business  every  year,  which 
•it's  not.  We've  had  several 
revolutions  over  the  years, 
but  they've  all  been  ab- 
sorbed." Davis  himself  is 
signing  a  wide  variety  of  art- 
ists, including  rockers  like 
Gary  Glitter  and  Patti  Smith,  MOR 
performers  like  Melissa  Manchester 
and  jazzmen  like  Gill  Scott-Heron. 

Others,  however,  are  betting  on  spe- 
cific trends.  Ahmet  Ehrtegun,  the 
shrewd  Turkish  immigrant  who  found- 
ed Atlantic  Records  and  found  Ray 
Charles,  thinks  the  music  of  the  fu- 
ture will  have  to  be  based  on  rhythm 
and  blues  (black)  music,  "because 
that's  the  base,  the  unique  thing 
about  American  music."  Some  music 
men  foresee  a  revival  of  Latin  mu- 
sic, or  an  invasion  by  European  groups. 
The  fact  is,  though,  that  none  of  them 
really  know  what's  coming. 

That's  the  problem  with  the  music 
business:  There  is  no  way  to  create 
trends  or  even  anticipate  them.  The 
best  you  can  do  is  sniff  them  out  ear- 
ly, and  if  you  can  do  that,  they'll  call 
you  a  genius  and  make  you  rich.   ■ 


Greening  Kerr-McGee 

Kerr-McGee  has  an  uncanny  knack  for  being  in  the 
right  place  with  the  right  product  at  the  right  time. 


There's  a  standout  company  in 
every  industry,  and  in  energy,  it  is 
Oklahoma  City-headquartered  Kerr- 
McGee  (1974  revenues:  $1.5  bil- 
lion). In  an  industry  where  ten  times 
earnings  is  a  typical  multiple  today, 
Kerr-McGee's  multiple  is  18. 

In  the  first  quarter  of  1975,  when 
the  earnings  of  most  oil  companies 
faltered,  Kerr-McGee's  doubled,  to 
$1.12  a  share.  At  a  time  when  few 
companies  can  afford  equity  financ- 
ing, Kerr-McGee  last  month  raised 
$140  million  in  a  combined  stock  and 
bond  offering,  the  net  effect  of  which 


will  be  to  dilute  earnings  by  only 
about  3%.  Most  things  are  going 
well  for  the  company:  Petroleum 
earnings  are  fairly  strong,  and  those, 
from  industrial  and  agricultural 
chemicals  are  even  stronger. 

Kerr-McGee  shares  command  a 
premium  based  both  on  performance 
and  on  promise.  The  performance,  of 
course,  is  in  oil,  gas  and  chemicals; 
the  promise  is  in  uranium.  The  com- 
pany is  one  of  the  U.S.'  leading  miners 
and  processors  of  uranium,  thanks  to 
the  foresight  of  Chairman  Dean  Mc- 
Gee,  71.  Right  now  the  company  isn't 


making  much  money  in  uranium;  last 
year,  in  fact,  it  lost  some  $1.8  mil- 
lion. But  as  an  investment  for  the 
future,  uranium  has  a  great  deal 
of  promise. 

Kerr-McGee's  uranium  problems 
look  merely  temporary.  In  the  late 
Sixties,  during  a  period  of  low  de- 
mand, uranium  sales  contracts  were 
negotiated  at  low  prices  with  several 
utilities.  Unfortunately,  costs  rose 
more  rapidly  than  price  escalation 
clauses  had  anticipated. 

Fortunately  for  K-M,  that  may  now 
be  changing.  Deliveries  under  more 
recent  higher-priced  contracts  will 
begin  in  1976.  This  year,  sales  con- 
tracts for  future  delivery  of  uranium 
were  written  as  follows:  1976,  $17.20 
a  pound;  1977,  $18.93  per  pound;  and 
1978,  $20.88  per  pound.  That's  dou- 
ble 1973-74  uranium  prices  and  even 


Bloodletting  In  Chicago 

For  four  months  a  supermarket  price  war  has  raged 
in  Chicago.  Will  it  spread  to  other  areas? 


Talk  to  any  supermarket  executive 
these  days— in  the  East,  West,  North, 
South  or  in  between— and  you'll  find 
Chicago  on  his  mind.  In  April  a  bloody 
supermarket  price  war  broke  out  in 
the  Windy  City,  and  shows  no  sign  of 
abating.  Supermarketmen  everywhere 
worry  lest  it  spread  to  their  areas. 

Strangely,  the  Chicago  bloodbath 
started  after  supermarket  margins  had 
mostly  improved  in  that  area  in  1974. 
The  improvement  came  from  better 
prices,  but  unit  volume— tonnage,  in 
supermarket  lingo— was  flat  or  even 
declining  because  of  the  recession.  If 
there  is  one  thing  supermarketmen 
cannot  abide,  it  is  loss  of  volume:  The 
more  tonnage  of  food  a  supermarket 
moves,  the  cheaper  the  movement  per 
ton.    So,    what    the    supermarketmen 


gained  in  prices,  they  lost  in  volume. 

The  operators  first  tried  mild  reme- 
dies to  halt  the  tonnage  decline.  Chains 
like  Jewel  Cos.,  Dominick's  (a  subsid- 
iary of  Detroit's  Fisher  Foods)  and 
National  Tea  flooded  the  market  with 
cents-off  coupons  in  late  1974  and 
early  1975,  but  tonnage  kept  falling; 
for  coupons  are  best  suited  to  a 
narrow  range  of  products,  and  also 
depend  heavily  on  supplier  price  con- 
cessions that  may  not  be  forthcoming. 

So  the  stage  was  set  for  a  broader 
price  war.  Dominick's,  with  some  14% 
of  the  Chicago  market,  fired  the  first 
big  gun  with  Apr.  14  advertisements 
proclaiming  prices  had  been  slashed 
on  over  3,000  items,  up  to  15%  on 
hundreds  of  them.  It  was  followed  at 
once  by  Jewel,  the  market  leader  with 


some  30%,  which  announced  3,300 
price  cuts  of  2%  to  30%,  and  added 
that  it  would  redeem  manufacturers' 
coupons  at  twice  their  face  value.  Na- 
tional Tea  (an  estimated  15%  of  the 
market)  slashed  prices  an  average  of 
9%  and  said  it  would  refuse  increases 
from  dry  grocery  suppliers  for  two 
months.  Then  the  smaller  Chicago 
chains,  from  A&P  on  down,  joined  in. 

With  what  results  so  far?  Jewel 
claims  it  is  getting  "satisfactory"  in- 
creases in  volume.  Dominick's  says  it 
has  been  helped  "a  little,  but  it's  too 
early  to  tell  what  the  final  outcome 
will  be."  It  will  take  big  volume  gains 
to  balance  price  cuts  of  the  Chicago 
magnitude— in  an  industry  where  1% 
net  on  sales  is  considered  an  accept- 
able profit  margin.  Some  supermarket- 
men  figure  it  will  take  10%-to-12%  vol- 
ume gains  merely  to  offset  the  lower 
margins,  unless  supermarkets  begin 
cutting  hack  on  their  specials  and  thin- 
ning out  their  price  cuts. 

For  all  that,  Jewels  top  executive 
insists   that   his   compam    lor   one   lias 


Supermarket  Profile 


Company 


Region 


1974         1974  Net        Change  in     ,•— Net  Profit  Margins-^  Price/      Current 

Sales         Income       Net  Income         Latest       Previous   Recent     1970-75      Earnings  Indicated 
(millions)  (millions)     1974  vs.  1973     12  Months  Fiscal  Year  Price    Price  Range     Ratio         Yield 


Albertson's 

West 

$1,046.1 

$  11.7 

28.0% 

1.1% 

1.1% 

193/a 

193/8-7V4 

Ml 

\  l% 

American  Stores 

East,  West 

2,734.7 

19.3 

7.0 

0.7 

0.8 

281A 

42% -11 

8 

5.7 

Colonial  Stores 

South 

934.2 

9.7 

-13.0 

1.1 

1.3 

21% 

i','/8-127/8 

8 

5.7 

Fisher  Foods 

Midwest,  Calif. 

1,124.4 

12.6 

33.3 

"      1.1 

1.1 

14V4 

223/a-8 

7 

2.8 

Food  Fair 

East 

2,500.0* 

-4.5* 

P-D* 

def. 

0.4 

5V8 

195/8-37/8 

del 

3.9 

Grand  Union 

East 

1,562.7 

9.5 

311.3 

0.6 

0.2 

14 

33-7 'A 

9 

5.7 

Great  Atl  &  Pac 

East,  Midwest 

6,874.6 

-157.1 

P-D 

def. 

0.2 

105/8 

3  3 'A -6 'A 

def. 

none 

Jewel  Companies 

Midwest,  N.E. 

2,598.9 

30.2 

2.2 

1.2 

1.3 

23 

443/8-16V2 

9 

5.2 

Kroger 

Midwest,  Calif. 

4,782.4 

45.2 

51.2 

0.9 

0.7 

46-1 4 'A 

7 

5.7 

Lucky  Stores 

Midwest,  Calif. 

2,701.8 

41.4 

28.1 

1.5 

1.4 

14 

21-7'A 

I  I 

4.6 

National  Tea 

Midwest 

1,403.8 

-2.6 

D-D 

def. 

def. 

7Vf> 

143A-2 

del 

none 

Safeway  Stores 

West,  D.C. 

8,185.2 

79.2 

-8.2 

1.0 

1.3 

49  'A 

50-22  y» 

i  I 

17 

Stop  &  Shop 

New  England 

1,223.8 

10.1 

14.1 

0.8 

0.8 

185/8 

30%-91A 

6 

5.4 

Winn-Dixie 

South 

2,945.0* 

60.6* 

17.7* 

2.1 

2.0 

39 'A 

44'/8-177/8 

I  '■ 

3.7 

'1975  Estimate    P-D-Profit  to  Deficit    def. -Deficit.  D-D-Deficit  to  Deficit 
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more    than    double    earlier    contracts. 
Moreover,  the  volume  of  contracts 

started  to  climb  substantially  last 
year  when  K-M  got  new  contracts  for 
7  million  pounds  of  uranium  for  de- 
livery  between  1976  and  1982.  K-M's' 
backlog  now  is  over  52  million 
pounds,  worth  some  $800  million  at 
year-end  1974  prices— excluding  the 
new  1975  contracts.  Says  a  southwest- 
ern analyst  who  follows  K-M,  "Dean 
McGee  was  shrewder  than  other  ura- 
nium mining  company  heads.  He  held 
back  in  the  Sixties  and  didn't  enter 
into  too  many  $5-a-pound  contracts 
when  the  business  was  slow.  So  it 
didn't  really  hurt  him  badly.  Now, 
with  the  much  higher  volume  and 
higher  priced  contracts,  K-M  is  in 
position  to  make  lots  of  money  in  the 
next  four  years." 

How  much  money?  No  one  is  cer- 


tain. It  is  possible  that  earnings  from 
nuclear  operations  could  run  $15  mil- 
lion to  $20  million  by  1978,  when  to- 
tal company  earnings  will  probably 
be  around  $150  million,  approximate- 
ly $6  a  share.  However,  additional 
uranium  contracts  in  the  next  few 
years  at  sharply  higher  prices  could 
increase  the  uranium  potential  by  a 
considerable  amount. 

Other  Irons 

If  uranium  doesn't  quite  live  up  to 
its  billing,  Dean  McGee  has  another 
play  in  the  wings.  In  1976  K-M  will 
produce  its  first  steam  coal  from  its 
Wyoming  Jacobs  Ranch  Mine.  All 
told,  Kerr-McGee  has  710  million  tons 
of  proven  reserves  in  Wyoming  alone 
and  1  billion  tons  in  three  states. 

Recently  K-M  contracted  with 
four  southwestern  utilities   to   supply 


250  million  tons  of  low-sulfur  sub- 
bituminous  coal  and  50  million  more 
on  option.  By  1979  it  will  deliver  9 
million  tons  and  by  1981  will  reach  a 
peak  of  14.5  million  tons.  If  K-M  can 
get  some  additional  coal  contracts  in 
the  next  year  or  two  at  good  prices 
(long-term  contracts  of  steam  coal 
now  can  bring  around  $20  or  so  a 
ton ) ,  then  it  will  be  able  to  develop  a 
sizable  new  earnings  source  in  the  late 
1970s— another  iron  in  the  fire. 

The  trick  for  K-M  is  to  keep  oil 
and  chemical  earnings  at  current 
levels  until  uranium  and  coal  earn- 
ings burgeon.  Can  K-M  pull  it  off? 

As  one  security  analyst  puts  it:  "I 
don't  know  anyone  who  has  made 
money  selling  Dean  McGee  short.  But 
I  know  a  lot  of  people  who  have 
made  money  betting  on  his  ability  to 
be  out  front  in  the  energy  game."  ■ 


Try  anything— spe- 
cials, lower  prices, 
24-hour  openings. 
Some  chains  may  even 
bring  back  trading 
stamps  for  an  extra 
edge.  Still,  not  all 
shoppers  are  convinced 
that  prices  are  low. 
Reason:  Higher  meat 
prices  have  offset 
grocery  cuts. 


no  notion  of  cutting  back  the  program 
after  a  few  months:  "We  don't  regard 
the  current  pricing  level  in  Chicago  to 
be  a  temporary  reaction  to  somebody's 
price  war,"  says  President  Weston  R. 
Christopherson.  "We  are  operating  in 
this  current  situation  in  Chicago  with 
the  expectation  that  lower  margins 
are  a  new   way  of  life." 

He  should  have  said:  "A  new  way 
of  life  or  death."  Obviously,  few  are 
going  to  come  out  ahead.  But  chains 


with  lower  market  share  and  small- 
er, less  favorably  situated  stores  are  in 
real  trouble.  And  everyone  in  Chi- 
cago faces  lower  profitability  during 
1975  at  the  very  least. 

"I  don't  think  it  will  be  possible 
for  everyone  to  continue  this  way  in 
Chicago  for  many  months  longer  with- 
out getting  hurt,"  says  Carl  Fazio, 
head  of  $1.3-billion-sales  Fisher 
Foods,  one  of  the  U.S.'  best-run 
chains.  "Chicago  chains  will  have  to 
reduce  specialing  in  the  next  few 
months.  Specials  alone  take  4%  from 
our  gross  margins.  But  everyone  is 
afraid  to  be  the  first  to  chicken  out. 

"That's  the  trouble  with  these 
things,"  Fazio  goes  on.  "You  have  to 
be  hurting  badly  before  you  stop  the 
bloodletting.  Fortunately,  we  [Fisher] 
have  other  markets  like  Cleveland, 
Detroit  and  Los  Angeles  to  carry  us." 

Will  it  spread?  Jewel  Chairman 
Donald  Perkins  backs  away  from  that 
one:  "If  conditions  elsewhere  are  sim- 
ilar to  the  Chicago  situation,   then   I 


suppose  it's  possible.  All  it  takes  is  one 
chain  to  act,  and  the  others  will  fol- 
low. But  that  doesn't  mean  this  will 
spread  like  wildfire  around  the  coun- 
try, because  conditions  vary  from 
market  to  mazket." 

So  far,  there  have  been  isolated 
price  wars  in  Milwaukee  and,  to  a 
lesser  degree,  in  the  Washington, 
D.C.  area,  but  not  in  the  already  low- 
priced  major  markets  like  New  York- 
New  Jersey,  where  most  markets 
haven't  got  any  profit  margins  to  cut. 
Nor  has  there  been  any  sharp  price- 
cutting  in  the  South,  which  still  sports 
some  of  the  fattest  profit  margins  to 
be  found  in  the  business. 

So  it  may  well  be  that  the  next 
scene  of  price-cutting  will  hit  those 
regions— Chicago  was  once  one— with 
above-average  profit  margins.  One 
possible  batdefront  is  the  South  and 
Southwest,  where  margins  are  1.5% 
and  higher,  well  above  the  0.9%  of  the 
industry  as  a  whole  or  the  0.75%  that 
is  common  in  New  York,  Detroit  and 
Los  Angeles.  As  Fisher's  Fazio  puts  it, 
"Those  [Southern]  markets  are  ripe 
for  aggressive  competitors.  I  look  at 
those  high  margins  and  I  drool.  We 
are  looking  at  the  possibility  of  buying 
a  chain  in  the  South  in  the  not  too 
distant  future.  We  could  do  very 
well  there  even  with  lower  margins." 

Of  course,  it's  not  that  easy  to  in- 
vade a  new  area;  but  California-based 
Lucky  Stores  showed  it  can  be  done 
when  its  midwestern  Eagle  Stores  op- 
eration moved  into  Chicago  with 
low  prices  and  went  on  to  capture 
3%  to  4%  of  the  market.  That's  how 
it  should  be:  High  profits  attract  com- 
petition, low  profits  drive  it  out.  This 
may  not  make  life  pleasant  for  busi- 
nessmen, but  it  is  what  a  free-enter- 
prise society  is  all  about.  ■ 
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The  Man  In  The  Wolf  Suit 


Inspiration  Copper's  boss  isn't  unhappy  that 

Crane's  Tom  Evans  made  a  pass  at  the  company.  Here's  why. 

"Every  PROBLEM  is  really  an  op- 
portunity," says  H.  Myles  Jacob, 
chairman  of  Morristown,  N.J.'s  In- 
spiration Consolidated  Copper  Co., 
"so  Tom  Evans'  attempt  to  take  over 
our  company  didn't  terrifv  us  one  bit. 
It  was  only  tbe  wolf  suit  of  a  prob- 
lem. It  brought  things  to  a  head  and 
crystallized  an  opportunity  for  us." 

Jacob  can  afford  to  be  philosophi- 
cal these  days.  Thomas  Mellon 
Evans,  the  tough  multimillionaire 
chairman  of  New  York's  Crane  Co., 
has  abandoned  his  plans  for  a  tender 
offer  for  Inspiration.  Instead  of  ca- 
pitulating to  Evans,  Jacob  worked  out 
a  deal  that  brought  Inspiration  $31.5 
million  in  new  capital,  and  in  return 
gave  South  Africa's  giant  Anglo 
American  group  a  26%  interest  in  the 
company.  Anglo's  new  controlling  in- 
terest is  not  direct— nothing  is  ever  di- 
rect about  Anglo  American— but 
through  Toronto's  Hudson  Bay  Min- 
ing &  Smelting  Co.  (37%  owned  by 
the  Anglo  American  group)  and 
Bermuda's  Minerals  and  Resources 
Corp.  (58%  owned). 

Evans  is  equally  philosophical 
about  his  apparent  defeat.  The  day 
before  the  Anglo  American  group  ap- 
proved the  acquisition  of  the  new  In- 
spiration shares,  they  bought  the  5.5% 
interest  in  Inspiration  that  Evans' 
Crane  Co.  had  purchased  on  the 
open  market.  Evans  made  a  small 
profit  on  the  deal,  and  says  he  wasn't 
enthusiastic  enough  to  make  a  fight 
for  the  company  "once  they  decided 
to  dilute  the  equity  so  much." 
(Evans  is  also  planning  to  exchange 
the  8%  interest  he  picked  up  in  Cop- 
per Range  to  Amax  Inc.)  "We  were 
simply  interested  in  the  natural  re- 
sources," Evans  says.  "Copper  stocks 
are  looking  very  unattractive  these 
days,    and    I   don't   know   when   they 


will  turn."  In  short,  the  two  copper 
companies  weren't  worth  fighting  for. 

At  any  rate,  Inspiration's  manage- 
ment now  seems  firmly  in  the  saddle. 
Besides  Anglo's  new  holdings,  Ana- 
conda Co.  has  long  owned  27%  of  the 
company  (reduced  by  the  new  stock 
to  20%),  so  that  the  two  big  compa- 
nies own  fully  half  of  the  stock. 

In  making  its  investment,  Anglo 
American  is  willing  to  take  a  very 
long-range  point  of  view.  "Our  com- 


pany has  been  interested  for  some 
time  in  getting  a  foothold  in  the  base 
metal  mining  industry  in  the  U.S.," 
says  H.  Ronald  Fraser,  chairman  of 
Hudson  Bay,  which  is  one  of  Canada's 
leading  copper  and  zinc  producers, 
"and  Inspiration  had  always  looked 
like  an  attractive  property.  Inspira- 
tion has  established  reserves,  and 
with  exploration  and  development 
it's*  likely  to  have  much  more  sub- 
stantial ones.  It's  an  established,  in- 
tegrated operation,  and  that's  attrac- 
tive to  us  because  it's  easier  to  work 
through  an  established  setup." 

A  medium-sized  operation,  Inspira- 
tion had  been  hard  hit  by  the  drop 
in  the  copper  price  and  by  some  prob- 
lems at  a  new  smelter,  so  it  earned 
only  2  cents  a  share  in  the  first  quar- 
ter, us..  $1.82  a  year  earlier.  But  it  is 
normally  one  of  the  industry's  most 
profitable  copper  producers.  It  runs 
an  integrated  mining,  smelting  and  re- 
fining operation  in  Arizona,  not  far 
from  Phoenix,  and  it  ranks  some- 
thing like  sixth  among  U.S.  copper 
producers— a  poor  sixth.  Early  this 
year,  it  put  a  small  silver  mine  into 
production  in  Montana,  and  it  is  pre- 
paring to  develop  a  smallish  coal  mine 
in  Utah  and  eventually  a  number  of 
other  projects,  including  a  nickel  lat- 
erite  prospect  in  Oregon.  All  this  re- 
quires capital,  and  that's  where  An- 
glo's $31  million  in  cash  comes  in 
handy.  That's  what  Myles  Jacob 
means  about  Evans'  wolf  suit  of  a 
problem;  it  helped  Inspiration  get  the 
capital  it  needs  for  expansion. 

Anglo  was  willing  to  pay,  and  pay 
well,  for  a  foothold  in  the  U.S.  mining 
industry.  At  a  time  when  Phelps 
Dodge  and  Kennecott  were  selling  at 
more  than  10%  below  book  value,  In- 
spiration was  able  to  get  roughly  book 
value  for  its  new  stock— $37  a  share. 
Why?  Again  for  very  long-range  rea- 
sons. "Book  value  is  probably  some- 
thing like  a  third  of  replacement  cost," 
Hudson  Bay's  Fraser  says,  "and 
though  we  haven't  been  able  to  earn 
an  adequate  return  on  these  costs  in 
the  mining  industry,  one  has  to  take 
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a  long  view  of  this  kind  of  business. 
I  can't  see  how  society  is  going  to  do 
without  the  minerals  it  needs.  One 
way  or  another,  mineral  companies 
are  going  to  have  to  be  permitted  to 
earn  a  reasonable  return.  Thus,  in  the 
long  term,  this  ought  to  be  good 
business  for  us.  It'll  have  to  be." 

For  Hudson  Bay,  Minorco  and  the 
rest  of  the  Anglo  American  group,  the 
Inspiration  investment  marks  a  major 
step  in  Anglo's  long-term  program  of 
expanding  its  operations  beyond  the 
limited  South  African  economy  and 
the  political  uncertainties  of  the  trou- 
bled African  continent.  In  North 
America,  Anglo  made  a  major  move  in 
the  U.S.  in  1969  through  buying  part 
of  the  late  Charles  Engelhard's  hold- 
ings in  Engelhard  Minerals  &  Chemi- 
cals, the  giant  trading  and  precious 
metals  combine   (Forbes,  Mar.  1). 

This  invasion  of  the  U.S.  has  begun 
picking  up  speed— particularly  in  the 
last  year  or  two  when  Canada's  mining 
taxation  has  become  close  to  confis- 
catory. Says  Fraser,  "We  have  con- 
sciously embarked  on  a  diversifica- 
tion program  in  terms  of  products, 
more  heavily  into  oi!  and  fertilizers, 
and  in  terms  of  geography,  into  Mexi- 
co and  the  U.S."  In  partnership  with 
another  Anglo  affiliate,  Hudson  Bay 
in  1974  acquired  an  $8-million,  67% 
interest  in  Lytton  Minerals,  which  is 
preparing  to  launch  the  $100-mil- 
lion  La  Verde  copper  project  in  Mexi- 
co—giving Anglo  its  first  foothold  in 
Spanish  America.  On  its  own,  Hud- 
son Bay  has  expanded  to  50%  its  stake 
in  Terra  Chemicals  International,  a 
booming  and  highly  profitable  U.S. 
fertilizer  outfit  that  has  been  market- 
ing Hudson  Bay's  Canadian  potash 
production  in  the  U.S. 

The  Good  Old  U.S.A. 

The  result  is  that  Anglo  American 
is  gradually  emerging  as  a  major  force 
in  the  North  American  natural  re- 
source industry  (see  statistical  pro- 
file). Last  year,  the  combined  sales 
of  its  various  investments  in  North 
America  were  nearly  $6  billion  ($4.5 
billion  of  which  was  EMC's  trading 
business ) .  They  had  a  combined  net 
of  nearly  $200  million,  combined  as- 
sets of  over  $2  billion  and  a  combined 
market  value  of  over  $1  billion. 

Anglo  American's  growing  invasion 
is  just  one  more  example  of  how  high- 
ly foreigners  regard  the  U.S.  as  a 
place  for  investment.  As  they  survey 
the  rest  of  thfc  world,  the  U.S.  keeps 
looking  better  and  better  to  them. 
From  a  foreign  perspective,  the  U.S. 
has  attractions  that  we  natives  do  not 
always  appreciate.  As  Bonnie  Fraser 
puts  it,  "The  atmosphere  in  which  the 
U.S.  mining  industry  operates  is  one 
of  the  best  in  the  world."   ■ 
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Baby  Talk 


Even  though  the  American  family  is  staying  small, 

things  are  looking  up 

for  Gerber  and  its  baby  products. 


For  years  now,  the  numbers  have 
been  discouraging  for  Gerber  Prod- 
ucts Co.  of  Fremont,  Mich.,  the  baby 
food  people.  In  1957  there  were  4.2 
million  babies  born  in  the  U.S.;  last 
year  only  3.2  million.  When  babies 
are  your  market,  almost  your  only 
market,  that's  bad  news.  Gerber's  re- 
turn on  equity  dropped  from  close  to 
20%  in  the  early  Sixties  to  under  10% 
in  1973. 

But  now  things  are  looking  up.  No, 
the  trend  toward  smaller  families 
hasn't  reversed,  but  the  number  of 
women  of  childbearing  age  is  in- 
creasing so  fast  that  the  birth  figures 
have  stabilized  and  even  started  ris- 
ing a  bit.  The  estimate  is  that  there 
will  be  200,000  more  babies  born  this 


year   than  last,   and  that   figure   may 
increase  in  future  years. 

Now  that  the  market  has  stopped 
shrinking,  the  fierce  competition  be- 
tween Gerber  and  its  leading  com- 
petitors, Heinz  and  Beech-Nut,  has 
quieted  down  a  bit.  In  the  fiscal  year 
that  ended  Mar.  31,  Gerber  reported 
earnings  of  $2  a  share  on  sales  of 
$328  million— a  50%  gain  in  earnings 
on  an  improvement  of  only  15%  in 
sales.  With  controls  lifted,  prices  for 
baby  food  have  gone  up  28%  since 
April  1974,  and  in  the  final  quarter  of 
the  latest  fiscal  year  there  was  a  good 
bulge  in  Gerber's  earnings,  to  63 
cents  a  share  vs.  only  47  cents  in 
the  same  quarter  last  year.  The  first 
quarter    of    fiscal     1976    should    be 


Baby  food,  not  diversifications  likl 


Rough— But  Not  For  Long 

The  paper  business  is  worse  than  he  expected, 
confesses  Union  Camp's  boss.  When  will  it  get  better? 
Sooner  than  most  people  think,  says  he. 


Alexander  Calder  Jr.,  chairman  of 
Union  Camp  Corp.,  ruefully  looks  at 
his  company's  latest  production  fig- 
ures. "I  never  would  have  predicted 
that  this  falloff  in  paper  demand  would 
have  been  so  sharp  and  so  extended. 
Things  have  been  very  rough  since 
November." 

But  "Sox"  Calder,  still  trim  and 
athletic-looking  at  59,  isn't  really  com- 
plaining. Pushing  his  chair  back,  park- 
ing his  feet  on  his  desk,  he  says 
with  a  twinkle,  "Those  who  think  the 
days  of  paper  shortages  are  over  are 
mistaken.  Tight  capacity  will  be  back 
sooner  than  they  think." 

Is  Calder  being  overly  optimistic? 
One  of  those  who  thinks  so  is  respect- 
ed Drexel  Burnham  &  Co.  analyst  Penn 
Siegel,  who  had  been  warning  since 
late  1973  that  the  paper  industry 
would  be  facing  serious  production 
and  profit  problems. 

"This  industry  has  been  adding  ca- 
pacity at  the  rate  of  almost  3%  a 
year,"  says  Siegel,  "and  while  lower 
than  historical  standards,  it  is  still  cre- 
ating a  capacity  glut.  In  1976  real 
gross  national  product,  to  which  pa- 
per consumption  is  closely  tied,  will 
be   1%  lower  than  in   1973,  and  the 
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industry  will  have  accumulated  at 
least  9%  to  10%  more  capacity." 

By  historical  standards,  papermak- 
ers  need  operating  capacity  of  93% 
before  profits  blossom.  If  Siegel  is  cor- 
rect (the  industry's  current  operat- 
ing rate  is  75%),  industry  earnings  will 
be  under  severe  pressure  this  year 
and  next  year  as  well.  "During  this 
time,"  says  Siegel,  "unit  costs,  primari- 
ly labor  and  transportation  [40%  of 
sales],  will  still  be  rising,  and  it  will 
be  a  while  before  paper  companies 
will  be  able  to  raise  prices  sufficiently 
to  cover  these  costs." 

In  fact,  paper  prices  have  been 
eroding  slowly— about  3%  so  far.  While 
prices  were  jumping  35%  to  40%  in 
1973-74,  costs  were  rising  30%  to  35%, 
so  it  didn't  take  too  much  of  an  eco- 
nomic downturn  to  squeeze  margins. 

Moreover,  those  price  hikes  may 
have  affected  traditional  paper  de- 
mand. Newspapers,  for  instance,  have 
been  cutting  page  sizes,  and  that 
change  looks  permanent. 

Siegel's  pessimism  is  beginning  to 
be  echoed  by  other  paper  analysts, 
including  Richard  Palm  of  Merrill 
Lynch  and  Larry  Ross  of  Mitchell 
Hutchu 


Who  is  right?  Calder?  Or  the  ana- 
lysts? Calder  concedes  he  didn't  pre- 
dict the  intensity  of  the  current  down- 
turn, but  he  has  been  spectacularly 
right  on  trends  in  the  past.  For  ex- 
ample, in  1972  he  told  a  Forres  re- 
porter that  severe  paper  shortages 
were  imminent.  (We  were  skeptical 
and  we  were  wrong. ) 

Right  now,  as  the  old  saying  goes, 
Calder  is  looking  at  the  doughnut, 
the  analysts  at  the  hole. 

Calder  points  out  that  while  the  in- 
dustry is  running  at  only  75%  of  ca- 
pacity, the  customers  are  using  up 
paper  at  a  rate  of  85%  of  capacity, 
so  that,  even  if  the  economy  stays 
down,  paper  production  will  have  to 
go  up.  "On  top  of  that,"  he  says, 
"you'll  eventually  have  to  begin  to 
add  back  to  inventory  to  take  care  of 
the  higher  levels  of  operation  as  the 
economy  recovers."  Calder  empha- 
sizes the  psychology  of  the  situation 
as  well  as  the  economics:  "Just  as  the 
buyers  overbought  when  they  were 
frightened  by  shortages,  so  they  over- 
reacted when  they  found  themselves 
with  a  glut." 

As  for  the  prospective  new  capac 
ity  that  worries  the  analysts,  Caldn 
points  out  that  not  all  of  it  may  OOOOfl 
on  stream.  "In  the  last  six  months  new 
net    capacity    estimates    for    1975-77 
have  been  reduced  1  million  tons,  to 
5.6  million."  He  thinks  that   Further 
cutbacks  could  occur  if  demand  writ 
to  be  as  disappointing  as   the   petal 
mists  expect. 

What   about   high   pricei   affecting 
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Iday-care  centers,  got  Gerber  back  on  track. 


about  as  good.  Gerber  could  earn 
$2.50  a  share  this  year,  a  new  record. 
With  prices  firm  and  the  market 
growing,  Gerber's  dominant  market 
share  (some  60%  vs.  20%  each  for 
Heinz  and  Beech-Nut)   is  paying  off. 

Overseas,  where  Gerber  was  late, 
it  is  expanding.  Strong  in  Latin 
America  and  the  Middle  East,  its 
1974  foreign  sales  were  $56  million, 
17%  of  the  total,  up  from  7%  in  1965. 

Meanwhile,  Chairman  John  C. 
Suerth  keeps  plugging  away  at  broad- 
ening his  company's  franchise.  Past 
efforts  at  diversification— day-care 
centers,  mail-order  insurance  (to  new 
parents,  what  else?)  and  a  line  of 
adult  foods  called  Singles— have  not 
been  very  successful.  At  $43  million, 
13%  of  sales,  nonfood  products  are 
only  marginally  profitable.  The  mail- 
order insurance  is  in  the  red.  One 
moneymaker  is  vinyl  baby  pants  (Ger- 
ber is  the  largest  producer  in  the 
U.S.).  Suerth  is  in  160  nonfood  items 
now,  and  still  keeps  hoping.  He  is 
planning  to  use  Gerber  cereal  boxes 
to  advertise  things  like  Gerber  baby 


powder,  Gerber  peanut  spread,  Ger- 
ber ketchup.  He  is  determined  to  ex- 
ploit the  synergy  in  the  company's 
position  in  the  baby  market. 

Suerth,  an  industrial  engineer  who 
started  his  career  at  General  Motors, 
has  been  running  the  company  since 
Dan  Gerber,  son  of  the  founder, 
stepped  down  in  1972.  (Dan  Gerbei 
Jr.  is  on  the  board,  but  does  not  work 
for  the  company.)  One  problem 
Suerth  does  not  have  is  money.  As 
against  equity  of  nearly  $130  million. 
Gerber  has  funded  debt  of  only  $11 
million,  and  cash  flow  after  dividends 
handily  exceeds  capital  expenditures. 

"We  really  haven't  done  too  bad- 
ly, considering,"  Suerth  says.  "We 
lost  a  quarter  of  our  market  since 
1957,  yet  we  trebled  our  dollar  sales.' 
Best  of  all,  Gerber  showed  it  had  the 
mettle  to  more  than  hold  its  own  in 
the  constant  struggle  for  grocery-shell 
space  against  onslaughts  from  far  big- 
ger companies.  "We're  not  predicting 
another  baby  boom,"  says  Suerth 
"but  the  numbers  sure  look  bettei 
than  they  did."  ■ 


traditional  demand?  "We're  well 
aware  of  the  possibility,"  Calder  an- 
swers, "but  we  haven't  seen  evidence 
of  it  yet  in  our  lines  [boxes,  bags, 
white  papers].  Remember,  substitutes, 
primarily  plastics,  have  also  gone  up 
in  price  quite  significantly." 

Whichever  way  the  situation  turns 
out,  Union  Camp  can  be  expected  to 
do  better  than  most  of  its  competi- 
tors. Calder  runs  what  is  probably  the 
most  efficient  large  paper  company 
in  the  U.S.  Union  Camp  showed  a 
15.8%  five-year  return  on  equity*  in 
the  lastest  Forbes  Annual  Report  on 
American  Industry.  Among  its  rivals, 
Champion  showed  10.9%,  Internation- 
al  Paper    10.7%   and   St.    Regis   8.9%. 

Union  Camp's  good-looking  num- 
bers reflect  smart  management  deci- 
sions. The  company  built  three  large, 
well-situated  paper  mills  instead  of 
scattering  smaller  ones  around  the 
counfry.  It  has  kept  its  product  line 
fairly  simple,  which  helps  operating 
efficiencies.  It  avoided  getting  into 
new  products  pell  mell.  "We  stayed 
out  of  newsprint  and  tissues  after  long, 
careful  study,"  says  Calder.  "I'd  hate 
to  be  competing  with  Procter  &  Gam- 
ble today." 

Union  Camp's  diversification  was 
also  cautious.  Its  chemical  business 
( 1974  pretax  profits  of  $25  million  on 
$109  million  of  sales)  was  painstak- 
ingly nurtured  over  20  years.  "We 
were  very  careful  to  find  small,  high- 
ly profitable  niches  for  our  wood- 
based  chemicals.  We  went  into  non- 
wood  chemicals  in   1970  via  a  small 


Calder  of  Union  Camp 

acquisition  because  we're  using  more 
hardwoods  and  more  waste  mate- 
rials; neither  has  those  chemicals." 
In  the  late  1960s  Union  Camp 
bought  Moore  Handley,  a  southeast- 
ern merchandiser  of  building  and 
home  improvement  products,  expand- 
ed the  number  of  units  from  13  to 
48.  Last  year  it  acquired  15  more 
such  stores  in  France  in  partnership 


with  Ciments  Lafarge,  a  major  cemenl 
maker  and  an  old  Union  Camp  Eu 
ropean  partner  in  industrial  bags  anc 
corrugated  boxes.  Though  quite  prof 
itable  in  the  past,  Moore  Handley  has 
not  surprisingly,  been  badly  hurt  b> 
the  housing  slump. 

"We've  stopped  adding  new  stores,' 
says  Calder,  "and  it's  not  only  be 
cause  of  the  recession.  Frankly,  the 
expansion  has  stretched  our  manage 
ment  there.  We  still  have  a  lot  to  learr 
in  that  business.  Our  margins  are  nol 
nearly  so  good  as  those  of  a  couple 
of  major  competitors.  This  means  we 
have  room  for  considerable  growtr 
with  what  we've  got.  We  needed  £ 
breather."  That's  typical  of  Calder's 
style:  Don't  get  in  too  deep  too  soon. 

Union  Camp  has  also  had  prob 
lems  with  its  land  development  divi- 
sion, but  it  avoided  the  binge  othei 
corporations  went  on,  and  last  year's 
write-offs  and  losses  came  to  only  $E 
million.  "I  thh.k  that  will  still  worl 
out,"  says  Calder. 

While  Union  Camp's  first-quartei 
earnings  were  up  slightly,  there's  nc 
way  they  can  match  the  record  $6.12 
a  share  (24%  on  average  stockhold- 
ers' equity)  it  earned  in  all  of  1974, 
For  this  year,  the  second-  and  third- 
quarter  comparisons  will  be  poor,  and 
the  fourth  quarter  is  still  a  question 
mark.  Even  so,  Union  Camp  will  prob- 
ably earn  more  this  year  than  in  any 
year  other  than  the  exceptional  1974. 
And,  if  Sox  Calder  is  correct,  ever 
that  1974  record  won't  stand  for  more 
than  a  year  or  two.   ■ 
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Faces  Behind  the  Figures 


A  Break 

For  The  Taxpayer? 

You've  cot  to  run  very  fast  to  keep 
up  with  inflation— especially  if  you're 
running  from  the  tax  collector. 

Think  about  this:  With  an  income 
of  $20,000,  an  unmarried  man  pays  a 
marginal  tax  rate  of  36%.  Assuming 
10%  annual  inflation,  he  has  to  make 
$22,000  the  next  year  just  to  stay 
even.  But  wait.  That  puts  him  in  a 
higher  tax  bracket,  and  his  tax  bill 
jumps  by  15%.  In  real  terms,  he's  still 
tailing  behind. 

That's  rough  on  the  individual,  but 
it's  good  for  the  Government.  Our  au- 
thority for  this  is  William  Fellner,  70, 
a  Yale  professor  of  economics  who  has 
just  retired  from  the  Council  of  Eco- 
nomic Advisers.  Fellner  figures  such 
inflation-induced  tax  increases  pro- 
duced a  solid  $16  billion  for  the  Trea- 
sury last  year— part  of  the  reason  the 
federal  tax  take  grew  50%  more  than 
the  dollar  value  of  the  gross  national 
product. 

This  makes  Fellner  very  angry.  "It's 
a  sneaky  way  of  getting  extra  reve- 


nue," he  says.  At  the  behest  of  Wash- 
ington's American  Enterprise  Insti- 
tute, Fellner  has  just  produced  a 
study  recommending  that  tax  brackets 
be  widened  in  gear  with  inflation. 
Thus,  in  the  situation  above,  the  next 
higher  bite  for  a  single  man  might 
begin  at  $22,000  in  taxable  income, 
leaving  his  effective  tax  rate  un- 
changed. In  addition,  the  maximum 
standard  deduction  would  have  gone 
last  year  from  $2,000  to  $2,200,  to 
allow  for  11%  inflation.  To  help  busi- 
ness, depreciation  write-offs  would  be 
adjusted  upwards,  too. 

Says  Fellner:  "Many  other  coun- 
tries—Canada, Denmark,  the  Nether- 
lands—already index  individual  in- 
come taxes  much  along  these  lines." 

But  pity  the  poor  Treasury,  which 
counts  on  this  inflation  revenue  to 
hek>  finance  ever-rising  spending. 
Fellner,  a  fiscal  conservative,  snorts. 
His  answer  is  that  by  curbing  revenue, 
you  would  also  curb  government 
spending.  "If  the  politicians  want  to 
raise  extra  revenues,  let  them  legis- 
late it,"  he  says. 

That  will  be  the  day.   ■ 


Economist  Fellner 


A  Precedent? 


Jordan  of  Conrail 


In  a  few  weeks  Edward  Jordan  will 
set  up  shop  in  Philadelphia  and  tackle 
what  may  be  the  nation's  toughest 
management  problem.  He's  the  man 
who'll  run  Conrail,  the  government- 
backed  corporation  slated  to  turn  six 
bankrupt  northeastern  railroads  into 
a  profitable  business  by  1982. 

Profitable?  The  Penn  Central?  Well, 
only  if  Congress  shells  out  some  $1.8 
billion  in  government  money,  and 
creditors  accept  only  $500  million 
for  properties  that  are  carried  on  the 
books  for  billions.  Conrail's  financial 
projections  assume  no  debt  service  for 
ten  years  and  use  liberalized  deprecia- 
tion accounting. 

Obviously,  Jordan  needs  all  the  luck 
he  can  get.   For  the  past  15  months 
he  has  headed  the  U.S.  Railway  As- 
sociation,   the    gov- 
ernment      planning 
body     that    set     up 
Conrail.    A    45-year- 
,         old   Stanford    MBA, 


Jordan  cranked  out  a  respected  two- 
volume  analysis  of  the  reorganization 
problem— on-time  performance  that 
impressed  Washington.  Whether  he 
can  make  the  trains  run  on  time  is  an- 
other question.  Previously,  he  was 
president  of  Pinehurst  Corp.,  a  Los 
Angeles-based  insurance  services  firm. 

"I  don't  take  no-win  jobs,"  says  Jor- 
dan of  his  new  post.  His  lack  of  ex- 
perience hasn't  caused  a  major  flap. 
("Thank  Cod  he  isn't  a  railroadman 
or  a  lawyer,"  says  a  lobbyist  for  ma- 
jor shippers.)  What  did  raise  eye 
brows  is  his  $150,000  salary.  Though 
several  railroad  presidents  make  more 
than  twice  that  amount,  some  con- 
gressional liberals  already  want  to  cut 
Jordan's  pay  by  half.  That  limit,  oi 
course,  would  make  it  tough  for  Con 
rail  to  find  a  lop  management  team. 

Jordan  hopes  to  make  Conrail  a 
model  of  soils,  lie  is  against  the  al- 
ternative of  selling  oil  the  bankrupt 
roads  in  pieces  to  solvent  loads.  "This 
kind  of  taxpayer  participation  in  whal 
we  hope  is  going  to  he  a  private  * 

tor  company  has  never  been  done  be 

fore,  '  he  explains,    "hut    the  northeast 
railroads   aren't    an    isolated    situation 
In  the  next  decade  we'll  probablj  see 
similar  problems  iii  other  capital-in 
tensive  and  regulated  businesses   es 

peeialh  airlines  and  utilities." 
Now  that's  a  happy  though:'    ■ 
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Love  Those  Unions! 

A  Forbes  reporter  was  discussing  the 
differences  between  the  British  and 
American  economies  with  Alfred 
Chandler,  the  Harvard  Business 
School's  brilliant  economic  historian. 
Chandler,  a  relative  of  the  du  Ponts 
and  no  leftist,  credits  John  L.  Lewis 
and  Walter  Reuther  for  much  of  the 
health  of  the  U.S.  economy  today. 

Reuther?  Lewis?  But  listen  to  Pro- 
fessor Chandler: 

"Every  American  businessman  ought 
to  give  daily  thanks  to  John  L.  Lewis 
and  the  Congress  of  Industrial  Or- 
ganizations. England  never  had  a  CIO, 
and  so,  every  kind  of  worker  has  his 
own  wage  differential  there— which  is 
probably  what  the  old  American  Fed- 
eration of  Labor,  left  to  its  own  de- 
vices, would  have  done  here. 

"If  you're  a  skilled  worker  in  Brit- 
ain, you  get  exactly  so  much  more 
than  the  next  fellow  on  the  ladder. 
Every  time  they  boost  one  guy  up, 
everyone  else  has  to  rise.  But  in  an 


Economic  Historian  Chandler 


industrial  union,  you  don't  get  into 
that  kind  of  fight. 

"Look  at  the  spectacle  of  poor 
Ford  and  Chrysler  in  Britain  begging 
the  British  unions  to  give  them  the 
kind  of  deal  they  fought  so  hard 
against  when  Reuther  first  demanded 
it  here!  Ford  and  Chrysler  desperate- 
ly want  a  single  union  to  bargain  with, 
instead  of  all  these  groups  that  strike 
at  the  drop  of  a  hat,  insisting  that  the 
differential  be  this  or  that." 

For  those  of  our  readers  who  are 
too  young  to  remember  (or  have  for- 
gotten) what  businessmen  used  to 
think  about  those  "radical"  labor  lead- 
ers, we'll  quote  what  Forbes  said 
about  "Czar"  Lewis  and  his  mine 
workers  back  in  1950:  "They  have  a 
measure  of  power  repugnant  to  Amer- 
ican ideals,  and  its  price  is  too  great 
to  be  paid  by  the  citizens  of  any  free 
country.  No  communist  dictator  holds 
such  an  evil  sway  over  his  nation's 
economic  life." 

How  history  loves  to  play  tricks 
on  us!   ■ 


A  Question  Of  Quality 

Steel  production  is  down  this  year 
and  with  it  demand  for  the  metal- 
lurgical coal  that  makes  steel  produc- 
tion possible.  This  should  be  bad 
news  for  Nicholas  Camicia,  but  it 
isn't.  Nick  Camicia,  59,  is  a  mining 
engineer  who  rose  to  be  president 
and  chief  executive  officer  of  New 
York's  Pittston  Co.  Pittston  is  the  U.S.' 
largest  producer  of  metallurgical  coal. 
Why  isn't  Camicia  worried? 

"There's  plenty  of  coal  around,"  he 
says,  "but  not  necessarily  the  right 
kind.  If  you  restrict  the  definition  to 
those  coals  having  the  characteristics 
of  low  ash,  low  sulfur,  high  coke 
button,  acceptable  volatility  and  es- 
pecially high  fluidity,  then  supplies 
remain  tight  and  prices  firm. 

"Alk  of  Pittston's  metallurgical  coal 
falls  into  this  category.  We  can  sell 
more  than  we  can  produce."  Camicia 
adds  that  even  Japan,  where  coal 
consumption  is  way  down  this  year,  is 
taking  more  Pittston  coal  than  it  did 
last  year. 

So  Pittston  is  expanding  like  crazy. 
It  is  spending  $300  million  to  open 
nine  new  mines  over  the  next  five 
years.  The  new  mines  will  add  about 
40%  to  Pittston's  capacity.  Even  this, 
says  Camicia,  probably  isn't  enough. 

Camicia  looks  at  prospective  steel 
demand  and  predicts  that  the  U.S. 
producers  of  metallurgical  coal— who 


supply  not  only  their  own  country 
but  much  of  the  world— will  have 
to  increase  capacity  by  50%  if  short- 
ages are  to  be  averted.  "Frankly,"  he 
says,  "we  can't  visualize  how  this  can 
be  done." 

And  so  the  cash 
registers  are  click- 
ing merrily  at  Pitts- 
ton these  days.  Last 
year  it  earned  $6.35 


a  share— which  was  almost  as  much 
as  it  made  in  the  previous  four  years 
combined.  In  the  first  half  of  this  year 
it  has  earned  almost  as  much  as  it 
did  in  all  of  1974. 

Our  problem,"  Camicia  says  cool- 
ly, "will  continue  to  be  keeping 
up  with  the  demand  for  high- 
fluidity  metallurgical  coal. 
|  There  will  be  no  problem  at  all 
in  selling  it."   ■ 


Camicia  of 
Pittston 
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The  Funds 


The  Phoenix  Rises 

When  the  Organization  of  Petroleum 
Exporting  Countries  blitzed  the  world 
in  late  1973,  many  people  predieted 
that  this  would  sound  the  death  knell 
of  Japan's  status  as  an  economic  su- 
perpower; for  Japan,  though  its  econ- 
omy was  built  on  petroleum,  had  no 
oil  resources  of  its  own.  And  for  a 
time  it  looked  as  though  it  might  hap- 
pen. The  inflation  rate  reached  26? 
in  early  1974,  and  labor  had  gouged 
out  an  average  33%  increase  in  wages 
last  spring. 

The  doomsayers  were  wrong.  Ja- 
pan appears  to  have  its  problems  un- 
der control  and  is  beginning  to  head 
out  of  its  recession— much  to  the  de- 
light of  the  New  York-based  Japan 
Fund,  a  closed-end  fund  that  is  the 
only  American  fund  dedicated  to 
investment  exclusively  in  Japanese 
securities. 

When  Japan  was  hot,  so  was  the 
fund.  Say  an  investor  had  invested 
•''10,000  at  the  fund's  inception  in 
1962,  another  $3,600  in  the  1963 
rights  offering  and  had  taken  all  capi- 
tal gains  distributions  in  additional 
stock  when  possible.  By  the  end  of 
March  this  year,  he  would  have  re- 
ceived $7,097  in  cash  dividends, 
$11,012  in  cash  distributions  from 
realized  gains,  and  would  own  shares 
with  an  aggregate  net  asset  value  of 
$85,055. 

"Most  of  the  hopes  and  expectations 
we  had  of  Japan  have  been  more  than 
justified,"  says  Jonathan  Mason,  first 
vice  president  of  Bache  &  Co.  and 
former  manager  of  its  Japanese  de- 
partment, which  set  up  the  fund  back 
in  1962.  "The  Japanese  worked  like 
beavers.  They  conducted  their  affairs 
in  a  businesslike  way,  reestablished 
their  credit  and  worked  in  a  cohesive 
way  so  that  the  overall  welfare  of 
Japanese  business  was  considered. 

"In  an  atmosphere  of  a  strong  econ- 
omy and  dynamic  growth,"  says  Ma- 
son, "we  were  able  to  select  securities 
with  a  tremendous  growth  potential." 

By  the  time  others  got  interested, 
however,  the  U.S.  had  slapped  on  an 
Interest  Equalization  Tax  that  dis- 
couraged investment  in  foreign  se- 
cuiities.  Since  the  Japan  Fund  had 
existed  before  IET,  it  was  exempted 
from  the  tax,  provided  it  did  not  try 
to  raise  more  money.  So,  for  years 
the  Japan  Fund  was  the  only  reason- 
able way  for  U.S.  citizens  to  invest 
in  Japan's  booming  economy.  Its  stock 
often  sold  at  enormous  premiums  over 


the  asset  value,  reaching  a  high  of 
almost  65%  in  1971. 

Then,  like  Japan,  the  Japan  Fund 
was  OPEC-ed.  Its  net  asset  value 
dropped  38%  in  two  years,  and  at  one 
point  last  December  its  stock  sold  at 
a  discount  of  close  to  50%. 

But  now  the  sun  is  rising  again. 
The  Tokyo  Dow  Jones  industrial  av- 
erage has  climbed  almost  18%  this 
year,  and  the  Japan  Fund  has  done 
even  better.  Its  net  asset  value  has 
already  climbed  over  30%,  and  even 
with  the  dilution  resulting  from  the 
June  $15-million  rights  offering,  is 
now  at  $10.71  a  share.  The  stock, 
however,  is  still  selling  at  something 
of  a  discount. 


"Most  of  the  hopes 
and  expectations  we  had 
of  Japan  have  been 
more  than  justified." 


The  jump  in  the  Japanese  stock 
market,  says  Mason,  is  due  to  some 
very  hopeful  signs.  "The  fact  that  the 
Japanese  balance  of  trade  got  back  in 
the  black  in  a  year's  time  is  a  remark- 
able performance,"  he  says.  Second, 
the  inflation  rate  is  declining;  it  is 
now  at  14%.  The  Liberal  Democrat- 
ic party— "the  party  of  the  Establish- 
ment and  of  business"— has  looked 
very  strong  in  recent  elections,  and 
labor  was  held  to  an  average  14% 
wage  increase  in  the  1975  "spring  of- 
fensive," or  less  than  half  of  labor's 
original  target. 

Another  of  Japan's  major  strengths, 
from  an  investor's  point  of  view, 
Mason  believes,  is  predictability.  The 
U.S.,  he  points  out,  is  in  the  throes 
of  a  crisis  over  whether  to  become 
more  socialistic  or  stick  with  free  en- 
terprise. Japan  has  no  such  conflicts. 
"Their  system  is  more  bureaucratic 
than  socialistic  and  has  more  predict- 
able stability  than  our  own  at  the 
present  time,"  says  Mason. 

"The  Japanese  economy,"  he  adds, 
"is  still  in  the  early  stages  of  devel- 
opment. Their  internal  structure  is,  in 
many  ways,  behind  other  countries. 
Their  housing,  roads,  irrigation,  sew- 
age, etc.,  require  a  tremendous 
amount  of  improvement.  They  have 
new  external  markets  developing,  par- 
ticularly those  in  China  and  in  the 
Middle  East.  And  thev  have  this  mar- 
velously  energetic  and  hardworking 
population."  ■ 


Why  the  I 
pay  you  for ! 


$1.00 


$1.00 


If  you  have  any  of  the  credit  cards  shown 
here,  they're  now  worth  extra  money  to 
you.  When  you  get  a  Diners  Club  card. 

For  example,  if  you  have  American 
Express,  it's  worth  $2.00.  The  TWA  Get- 
away Card  is  $1.00.  Master  Charge,  $.50. 
And  so  on. 

What  if  you  you  have  several  of  these 
cards? 

We'll  pay  you  for  each.  Just  total  it  up. 

Of  course,  you  still  keep  and  use  all 
your  cards.  In  fact,  that's  the  whole  point 
of  this  offer.  We  want  you  to  compare 
them  with  your  new  Diners  Club  card. 

What  you  can  expect  to  find. 
1.  Diners  vs.  the  other  executive  cards. 

Even  if  you  already  have  an  executive 
card,  you're  missing  a  lot  of  convenience 
if  you  don't  have  Diners  too.  Especially 
when  it  comes  to  the  finer  things. 

For  example,  in  France,  Diners  Club  is 
honored  at  lar  more  restaurants  top-rated 
by  the  famous  Guide  Michel  in  than  any 
other  international  card. 

Around  the  world,  Diners  is  honored  at 
more  places  than  American  Express,  (arte 
Blanche  is  a  distant  third. 


I 
I 
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2.  Diners  vs.  the  bank  cards. 

You'll  find  that  Diners  is  good  at  fine  shops 
in  the  U.S.  and  around  the  world. 

With  one  difference. 

Diners    is    a   convenience   card.    Nut    a 
credit  card. 

When    you    use   our   card,   we    pay    the    I 
merchants  for  you.  Then,  once  a  month, 
you  pay  us. 

Nice  and  simple 

With  the  bank  cauls,  you  don't  havc.toj 
pay  it  all  back  when  you  get  the  bill    In- 
stead, you  can  take  months  anil  months 

At  an  annual    finance  charge  of  up 
to  IN', 

It's  one  thing  to  pay  that  kind  ol  linai 
charge  foi   a  major  purchase    I  ike  a  CHI 

It's  another  to  pay  it  on  small  purchases 
On  meals  anil  entertainment 

Sure,  you  can  pay  back  youi  bank  ends 
right  away  and  avoid  the  finance  charge 

But  how  often  do  you?  And  how  often 
are  you  lulled  into  paying  that   IS 

Moral:   if   \ou   need  a  loan,  get  one    II 
you  don't   need  ;i   loan,  and  want   the  ^>'n 

venience  ol  charging,  use  Diners 

3.  Diners  \s.  Hie  special-purpose  cards. 
Diners  is  honored  at  all  the  majoi  .mimes 

At  hotels  and  motels 

i 


president  of  Diners  Club  wants  to 
[your  used  credit  cards  TZSSnZZan 


maw 


$  .50 


$1.25 


$2.00 


Hertz  *?*eaHm 


$  .50 


$#■* 


otfC*1 


$   .50 


*•«<*  T*AvrL  enum 


$1.00 


$1.00 


$1.00 


At  rent-a-car  places. 

So  you  don't  need  to  keep  track  of 
dozens  of  cards.  Or  keep  them  in  your 
wallet. 

See  for  yourself. 
Here's  how  our  offer  works: 

Use  the  chart  below  to  see  what  Diners  is 
paying  for  each  of  your  present  cards.  Add 
up  the  total.  Diners  will  send  you  a  check 
for  that  amount.   And   your   new   Diners 


Club  card  at  our  regular  fee  of  $20. 

(Obviously,  this  offer  is  only  for  new 
applicants  whose  membership  is  approved. 
You  may  find  our  standards  unusually 
strict.  With  more  of  the  important  places, 
we  do  have  to  be  more  careful.  But  if  you 
qualify,  it  would  be  a  pity  not  to  have  the 
card  you've  earned.  At  a  savings  you've 
earned  by  working  your  way  up  through 
the  other  cards.) 

Send  in  your  application  now. 


rst  around  the  world  for  a  quarter  of  a  century 


To  qualify  for  this  offer,  application  must  be  received  by  September  15,  1975. 


[/f\]  DINERS  CLUB 

\^/\  P.O.  Box  17-D,  Denver,  Colorado  80217 

J  IPLEASE  PRINT  ANSWERS  TO  ALL  QUESTIONS  I 


20-10-995 


FOR  OFFICE  USE  ONLY 


Use  this  list  to  see  how  much  Diners 
will  pay  you.  Be  sure  to  write  in  num- 
ber for  each  unexpired  card  you  have: 

□  American  Airlines                   $1.00 
# 


□  American  Express 

# 


$2.00 


□  Avis  Car  Rental 

# 


$  .50 


G  BankAmericard 

# 


$   .50 


D  Carte  Blanche 

# 


$1.25 


G  Eastern  Airlines 

# 


$1.00 


D  Hertz  Car  Rental 
# 


$  .50 


□  Master  Charge 

# 


$  .50 


□  National  Car  Rental 

# 


$  .50 


□  Pan-Am 
# 

□  TWA 

# 


$1.00 


$1.00 


□  United  Airlines 
# 


$1.00 


□  Universal  Air  Travel 

# 


$1.00 


TOTAL. 


1. 


D 


Individual  Account- 
mail  bill  to  residence 


□ 


Individual  Account 
mail  bill  to  office 


□  ? 


Check  here  for  information  on  company  cards 
or  employees  for  as  little  as  $7.50  each  per  year 


P]  Mr.        i  Miss 
n  Mrs.    □  Ms. 


First  Name 


Middle 


Last 


Date  of  Birth 
Mo.       Day       Yr. 


Spouse's  Name 


Home 
Address 


Street 


Apt. 


City 


State 


ZIP  Code 


Years  at 
Present  Address 


Own  Home   D. 
Rent 


Telephone  (include  area  code) 


Number  of 
Dependent  Children 


Social  Security  Number 


Previous 
Home  Address 


Street 


City 


State 


ZIP  Code 


«J     Firm  Name  or  Employer 


Nature  of  Business 


Years 
there 


Position 


Address 


Street 


City 


State 


ZIP  Code 


Telephone 
(include  Area  Code) 


Years 
with 

firm 


Annual  Earnings      NOTE:  If  less  than  $10,000,  indicate  am't  and 

source  of  other  income,  and  name  and  address 
$  ol  banker,  broker  or  att'y  who  can  confirm  this 


Amount  and  Source 
of  other  income 


Banker,  Broker 
or  Att'y 


Firm 


Address 


City 


State 


ZIP  Code 


Previous  Employer  (if  employed  by  above  less  than  3  years) 
or  College/University  if  Recent  Graduate 


Yrs.  with  firm  or 
yr.  graduated 


Name  and  Address  of  Personal  Reference  (not  living  with  you) 


$20  FEE.  covers  12  months'  membership  from  date 
card  is  issued.  One  full  year's  subscription  to  Sig- 
nature, the  monthly  Diners  Club  Magazine,  at  $4  is 
optional.  Do  NOT  enclose  check  -  we  will  bill  you 
later.  (Check  one:) 

D  $20  Fee  {Membership  only) 

Q  $24  Fee  (Includes  Signature  Magazine) 

The  applicant  and  any  addon  applicants  authorize 
the  investigation  of  their  credit  worthiness,  and  the 
renewal  and  replacement  of  any  cards  issued.  The 
applicant  assumes  joint  and  several  responsibility 
for  all  charges  incurred  by  use  of  the  cards  and 
each  add-on  applicant  assumes  joint  and  several 
responsibility  for  all  charges  incurred  by  use  of  the 
card  issued  in  the  name  of  said  addon  applicant. 


Send  me  3n  additional  Diners  Club  Card  at  $7.50  for  a  member  of  my  family. 


First  Name 

Middle 

Last 

X 

Signature  of  Add-on 

Please  send  me 

my  family 

applicant 
forms 

for 

add 

tional 

Relationship 
cards  for  members  of 

Signature  of  Individual  Applicant 
|    IHAVE  YOU  SIGNED  THIS  APPLICATION?] 


Date 


Name  of  Bank 


Branch  Address 


Acct. 
Number. 


Type  of  Account: 
Checking  □  Savings  □  Loa 


Name  of  Bank 


Branch  Address 


Acct. 
Number. 


Type  of  Account: 
Checking  p  Savings  □  Loa 


Department  Store  Accounts 


Oil  Company  Accounts 


Former  Diners  Club  member? 
□  Yes    □  No 


This  announcement  is  not  an  offer  to  sell  or  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 

NEW  ISSUE  July  11,  1975 


$300,000,000 

Standard  Oil  Company  of  California 


%%%  Sinking  Fund  Debentures  Due  July  l,  2005 


Price  99.125% 

plus  accrued  interest  from  July  1, 1975 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from 
only  such  of  the  several  underwriters,  including  the  under- 
signed, as  may  lawfully  offer  these  securities  in  such  State. 


Blyth  Eastman  Dillon  &  Co. 

Incorporated 


Dean  Witter  &  Co. 

Incorporated 


Dillon,  Read  &  Co.  Inc.  The  First  Boston  Corporation  Lehman  Brothers 

Incorporated 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 


Salomon  Brothers 


Donaldson,  Lufkin  &  Jenrette      Drexel  Burnham  &  Co.      Goldman,  Sachs  &  Co. 

Securities  Corporation  Incorporated 


Halsey,  Stuart  &  Co.  Inc. 

Affiliate  of  Bache  &  Co.  Incorporated 

E.  E  Hutton  &  Company  Inc. 


Hornblower  &  Weeks-Hemphill,  Noyes 

Incorporated 


Kidder,  Peabody  &  Co. 

Incorporated 


Kuhn,  Loeb  &  Co. 


Lazard  Freres  &  Co.       Loeb,  Rhoades  &  Co.       Paine,  Webber,  Jackson  &  Curtis 

Incorporated 

Reynolds  Securities  Inc.       Smith,  Barney  &  Co.       Warburg  Paribas  Becker  Inc. 

Incorporated 


Wertheim  &  Co.,  Inc. 

Bear,  Stearns  &  Co.  L.  E  Rothschild  &  Co.  Shearson  Hayden  Stone  Inc. 


White,  Weld  &  Co. 

Incorporated 


Shields  Model  Roland  Securities 

Incorporated 


Weeden  &  Co. 

Incorporated 
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Market  Comment 


The  Second  Half  Year 


By  L.  O.  Hooper 


It  is  safe  to  start  off  with  two  as_ 
sumptions:  1)  It  is  highly  improhable 
that  the  DJI  will  rise  42%  in  the  sec- 
ond six  months,  as  it  did  in  the  first 
half.  2)  It  is  not  likely  that  the  vol 
ume  of  trading  on  the  New  York 
Stock  Exchange  will  be  as  high  in  the 
last  half  as  in  the  first  half.  We  have 
not  experienced  anything  like  the  first 
half  of  1975  since  the  aftermath  of 
the  bank  holiday  in  1933,  when  the 
advance,  in  a  shorter  period  (four 
months  I-  was  about  twice  as  fast  and 
the  volume  (in  relation  to  stocks  list- 
ed )  was  considerably  higher. 

So  much  for  the  easy,  lazy-man's 
forecast.  How  about  going  out  on  a 
limb  concerning  August-December 
market  conditions?  Peering  into  the 
more  controversial  aspects  of  the  out- 
look? Readers  are  entitled  to  a  com- 
paratively unhedged  opinion,  provid- 
ed they  recognize  that  there  is  noth- 
ing sacred  about  it.  So  here  goes! 
Business  will  improve  in  the  sec- 
Mr  Hooper  is  vice  president  of  the  NYSE  firm  of 
Thomson  &  McKinnon  Auchincloss  Kohlmeyer  Inc. 


ond  half,  but  only  moderately.  There 
Aill  be  no  return  to  anything  resem- 
bling boom  conditions  either  in  the 
remaining  months  of  1975  or  in  the 
first  half  of  1976.  Profits  in  the  third 
quarter,  on  balance,  will  not  be  bet- 
ter than  in  the  second  quarter— prob- 
ably a  little  worse.  Profits  in  the  fourth 
quarter  will  be  better  than  in  either 
the  second  quarter  or  the  third  quar- 
ter, but  less  than  in  the  fourth  quar- 
ter of  1974.  Industries  that  should 
look  better  as  the  year  closes  are  auto- 
mobiles, steel,  paperboard,  appliances, 
retail  and  anything  related  to  coal 
and  nuclear  energy. 

Although  there  will  be  exceptions, 
institutional  buyers  of  stocks  will 
tend  to  veer  away  from  the  glamour 
high  price/ earnings  issues  toward 
more  conventional  stocks,  issues  that 
provide  a  better  dividend  return. 
There  will  be  more  emphasis  on  high 
asset  values  such  as  are  available  in 
U.S.  Steel  (60),  General  Motors,  Ken- 
necott,  Exxon  (91)  and  some  of  the 
electric    utilities    (in   spite  of  the  big 


problems  of  this  highly  leveraged, 
energy-problem  industry). 

To  risk  the  hazard  of  being  guilty 
of  contrary  opinion,  and  to  dip  into 
an  area  where  I  cannot  pose  as  an 
expert,  I  expect  short-term  interest 
rates  to  rise  a  little,  with  the  prime 
rate  before  the  end  of  the  year  pos- 
sibly going  back  up  to  about  7/2%. 
At  the  same  time,  and  here  I  know  I 
am  in  the  minority,  I  surmise  that  in- 
terest rates  on  long-term,  less-than- 
prime  bonds  will  drop  a  little.  The 
present  spread  between  short-term 
rates  and  long-term  rates  is  too  wide, 
and  should  narrow. 

The  stock  market  will  be  much  more 
selective.  Without  trying  to  be  too  ex- 
act mathematically,  I  would  guess  that 
in  the  first  half,  60%  of  the  rise  was 
traceable  to  a  general  snapback  from 
the  absurd  undervaluation  created 
by  the  quest  for  liquidity  and  the 
fear  of  deflation  that  predominated  in 
the  last  four  months  of  1974.  Only 
40%,  and  probably  much  less,  of  the 
rise  was  due  to  real  selectivity,  rela- 
tive values.  I  would  guess  that  during 
much  of  the  second  half,  comparative 
values,  or  real  selectivity,  might  dic- 
tate 90%  of  investor  considerations. 
Broadly  speaking,  I  think  the  snap- 
back  from  absurd  undervaluations  has 
been  accomplished. 

As  the  nature  of  the  market 
changes,  the  cult  of  disaster,  which 
has  been  muffled  into  ineffectiveness 
thus  far  this  year,  will  get  more  noisy 
and  increase  its  following.  This  should 
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Today,  you  can  get 
hiah  interest  rates 
a  lot  of  places.  It's 
Tomorrow  you  have  to 
worry  about!  Read:  "The 
Arithmetic  of 
Disadvantage" 
a  free  booklet. 


ROWE  PRICE 

NEW  INCOME 

FUND,  inc 

a  no-load  fund 

Write  or  call  collect  for  a 
prospectus  301  -547-21 36. 

Howe  Price  New  Income  Fund.  Inc 

One  Charles  Center 

Baltimore.  Maryland  21201  Dept.  A<5 

J   Keogh  Available 


Name. 


Address. 
City 


State- 


.  zip- 


diamond 

international 

corporation 


94th  CONSECUTIVE 
YEAR  OF  DIVIDENDS 

The  Board  of  Directors  of  the  Diamond 
International  Corporation  on  June  26, 
1975,  declared  a  quarterly  dividend  of 
50*  per  share  on  the  Common  Stock, 
payable  August  1,  1975,  to  share- 
owners  of  record  July  11,  1975. 

GEORGE  PASCALE 
Vice  President-Secretary 


Forest  Products  •  Packaging  &  Printing 

Consumer  Products  •  Building 

Materials  &  Home  Supplies 

•  Machinery  Systems 


SOLID  STATE  & 
HOBBY  CIRCUITS  MANUAL 
$1.95  postpaid  to  your  door.  The  new 
manual  offers  over  400  pages  of 
circuits  for  the  hobbyist,  engineer,  ex- 
perimenter and  do-it-yourself  kit  build- 
er. HURRY— Supply  limited.  Free  cata- 
log. Frazer  &  Associates,  1888  Century 
Park  East  Suite  10,  Century  City,  Calif. 
90067 


help  the  golds  and  the  silvers,  which 
I  continue  to  regard  as  in-and-out 
trading  stocks  rather  than,  in  any 
sense,  investments.  It  is  a  far  different 
thing  to  recognize  the  accuracy  of 
some  of  the  economic  diagnoses  of 
the  disaster  cult  than  to  go  along 
with  its  investment  nostrums. 

The  rate  of  general  inflation  ap- 
pears to  have  eased  from  about  13% 
to  perhaps  a  little  under  7%.  Due  to 
bumper  farm  crops  and  to  the  sub- 
dued nature  of  the  business  recovery, 
I  think  the  rate  of  inflation  may  ease 
a  little  more  in  the  second  half;  but 
over  a  year  or  two,  or  longer,  I  can't 
see  anything  but  more  inflation.  Over 
the  next  two  years  I  would  think  that 
an  average  rate  of  7%  or  better  would 
be  about  as  little  inflation  as  should 
be  hoped  for.  If  the  recovery  speeds 
up  faster  than  I  expect,  the  rate  of 
inflation  will  speed  up  with  it. 

The  purchase  for  investment  of  de- 
flated blue  chips  in  the  depressed 
automobile  industry  should  be  en- 
couraged. General  Motors  (51)  and 
Ford  Motor  (41)  have  been  reluctant 
and  slow  to  give  the  American  public 
what  it  demands  in  smaller,  cheaper 
cars  and  lower  gas  consumption,  but 
they  are  beginning  to  bow  to  the  in- 
evitable. Furthermore,  it  seems  to  me 
that  they  have  a  tremendous  poten- 
tial market  as  they  reequip  the  na- 
tion's fleets  with  an  entirely  new  type 
of  transportation.  Related  stocks  are 
Federal  Mogul  (15),  Eaton  Manu- 
facturing (26),  Timken  Co.  (36)  and 
others. 

There  already  is  a  definite  improve- 
ment in  the  demand  for  paperboard, 
a  product  that  quickly  responds  to 
ups  and  downs  in  production  of  those 
many  things  that  are  packed  in  car- 
tons. Reference  previously  has  been 
made  to  Westvaco  ( 28 ) ,  where  a  divi- 
dend increase  is  not  out  of  the  line  of 
possibility.  Inland  Container  (35) 
probably  is  about  as  pure  an  invest- 
ment in  paperboard  and  allied 
things  as  one  can  find.  It  is  in  excel- 
lent financial  condition,  has  a  reason- 
able capitalization,  a  highly  diversi- 
fied list  of  customers,  a  good  raw  ma- 
terials supply  through  the  50%-owned 
Georgia  Kraft  and  a  good  manage- 
ment. Federal  Paperboard  (24)  also 
rjhould  be  mentioned.  Practically  all 
the  big  paper  companies  are  in  fiber- 
board  to  some  extent,  especially  In- 
ternational Paper  (49),  which  I  often 
have  suggested  as  an  asset  stock. 

They  tell  me  that  Joy  Manufactur- 
ing (85),  the  all-important  maker  of 
sophisticated  big  coal  mining  ma- 
chines, will  earn  only  about  $6  a 
share  this  fiscal  year,  but  it  should  do 
much  better  for  the  next  two  or  three 
years  while  it  works  on  a  big  backlog 
of   orders.    The    company    looks    like 


one  of  the  best  ways  to  participate 
in  the  rising  boom  in  coal.  Likewise, 
Babcock  6-  Wilcox  (26)  is  one  of  the 
best  ways  to  participate  conserva  tive- 
ly  in  the  coming  nuclear  boom. 

Gearhurt-Owen  Industries  (34),  an 
oil  well  logging  system  and  wireline 
service  company,  something  like 
Schlumberger  although  much  smaller, 
has  raised  its  dividend  for  four  con- 
secutive quarters  and  now  pays  40 
cents  per  annum  against  earnings  of 
perhaps  $4  a  share  or  more  this  year. 
This  is  a  company  in  the  right  field, 
and  small  enough  to  enjoy  geometri- 
cal growth.  Sales  in  the  April  quar- 
ter were  69%  higher  than  a  year  ago, 
with  profits  of  $1.04  a  share,  com- 
pared with  44  cents  last  year. 

Speculating  In  Coal 

Industrial  Fuels  (17)  is  off  from  a 
late  spring  high  of  around  24/2.  This 
company  acts  as  selling  agent  and  wet 
nurse  for  more  than  100  independent 
coal  companies  largely  in  the  Appa- 
lachian area.  Some  speculators  bought 
the  stock  earlier  in  the  year  looking 
for  profits  of  $10  a  share  or  more, 
much  larger  than  people  close  to  the 
market  expected.  It  now  looks  like  $6 
for  the  year,  due  partly  to  a  passing 
lower  demand  for  metallurgical  coal. 

Koppcrs  Co.  (68),  long  regarded 
as  a  specialized  producer  of  coke 
ovens  and  other  things  for  the  steel 
industry,  and  a  producer  of  tar  de- 
rivatives, has  broadened  out  into  wid- 
er fields  and  chemicals.  Sales  this  year 
could  approach  or  better  a  billion 
dollars,  and  some  think  it  may  earn 
close  to  $9  a  share  with  profits  higher 
for  the  fourth  consecutive  year.  It 
looks  like  a  good  blue  chip  to  own. 

As  this  is  written,  there  seems  to 
be  a  good  possibility  that  the  Fed- 
eral Trade  Commission  may  relent  on 
requiring  Kennecott  (38)  cither  to 
spin  off  or  sell  Peabody  Coal.  The  ar- 
gument is  that  Kennecott  can  do  a 
better  job  increasing  Peabody's  pro- 
duction than  any  new  owners,  and 
that  any  spin-off  or  sale  at  tliis  time 
would  hamper  rather  than  aid  efforts 
to  increase  tlie  nation's  supply  of  em 
gy.  I  continue  to  like  Kennecott. 

It  has  taken  a  long  time  for  the 
boom  in  the  glamours  to  wind  down, 
and  there  still  is  a  lingering  hope  in 
institutional  quarters  of  locating  good 
"one-decision  stocks."  It  is  notable, 
however  that  the  mam  institutional 
buying  now  tends  to  he  in  more  COD 
ventional  issues.  While  the  Institutions 
have  been  less  activi  <»l  late,  it  is 
notable  that  they  have  been  buying 

numerous     electric     utilities,     the     b 
motors   and   some  ol    the  steels.   Then 
seems    to    be    B    trend    au.i\     From    the 
dings,  and    \«  TOX   (09)    appears  to  be 

under  ■.nspicion.    ■ 
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Stock  Comments 


Summer  Rally 

By  Heinz  H.  Biel 


It  has  all  been  according  to  Hoyle 
this  summer,  at  least  so  far.  The  stock 
market  has  been  moving  up  to  new 
recovery  highs,  thus  giving  strong  re- 
affirmation to  the  belief  of  technical- 
ly inclined  market  analysts  and  in- 
vestors that  this  bull  market  remains 
on  the  right  track. 

Economists  who  had  been  predict- 
ing that  this  recession  would  end 
by  mid-year  also  have  reason  to  be 
pleased  with  their  forecasts.  By  now 
it  is  not  only  the  leading  indicators 
that  look  good,  but  most  current  busi- 
ness statistics  show  an  end  of  the  de- 
cline and  incipient  improvement. 

Internationally,  the  clouds  of  re- 
newed hostilities  in  the  Mideast  or 
of  an  attack  on  South  Korea  now  ap- 
pear less  threatening  than  they 
seemed  only  a  short  while  ago.  In 
brief,  this  seems  to  be  a  fine  time  to 
relax  and  enjoy  the  summer.  But 
those  of  us  who  are  supposed  to  be 
the  worrywarts  for  everyone  will  have 
to  stay  on  our  jobs  and  worry  about 
all   the  things   that  might   go  wrong. 

As  far  as  the  stock  market  is  con- 
cerned, it  has  passed  the  hurdle  of 
long-term  profit  taking.  It  did  so 
without  much  difficulty.  The  market 
made  its  low  last  October  or  last  De- 
cember, depending  on  which  yard- 
stick one  uses,  and  all  the  timely 
purchases  made  then  now  show 
tempting  long-term  gains.  As  an  in- 
vestor  I  would  resist  the  temptation 
to  reap  the  harvest  now;  I  think  it's 
premature.  A  trader,  however,  might 
take  a  different  approach. 

Like  the  tides,  the  stock  market 
docs  not  move  to  its  peak  or  to  its 
bear-market  bottom  in  one  straight 
line.  It  moves  in  waves.  The  first  high 
wave  certainly  does  not  mean  that 
this  was  the  peak  of  the  incoming 
tide,  even  though  the  next  several 
waves  may  fall  short  of  reaching  or 
surpassing  the  first  "high."  This  pres- 
ent summer  rally  may  be  one  of  those 
intermediate  highs.  Many  stocks  can 
probably  be  bought  more  cheaply  a 
few  weeks  os  months  hence. 

Like  everyone  else,  I  am  delighted 
to  see  that  our  economy  is  beginning 
to  emerge  from  the  slump.  What 
causes  me  to  be  concerned,  however, 

Mr  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Hoppin,  Watson  Inc. 


is  that  the  recession  failed  to  accom- 
plish what  recessions  are  supposed  to 
do.  The  fearsomely  strong  inflation- 
ary bias  has  been  tempered  only  tem- 
porarily. Despite  severe  unemploy- 
ment, the  wage  structure  is  as  rigid 
as  ever.  The  same  goes  for  prices. 
While  there  have  been  price  conces- 
sions and  discounts,  primarily  in  or- 
der to  work  off  excess  inventories, 
several  industries  that  presently  op- 
erate far  below  capacity  not  only 
have  kept  their  prices  close  to  their 
highs,  but  are  actually  considering 
price  increases.  That  is  not  good.  Re- 
cessions are  also  supposed  to  weed 
out  the  weakest  parts  of  our  economic 
structure.  Yet,  companies  that  should 
have  gone  through  the  wringer  are 
being  kept  alive  by  artificial  respira- 
tion, because  their  creditors  prefer  to 
hope  for  an  eventual  recovery  rather 
than  take  their  losses  now.  That  is 
not  good  either. 

I  expect  this  recovery  to  be  in  full 
swing  by  1976,  an  election  year,  of 
course.  But,  alas,  inflation  too  will 
once  again  be  in  full  swing,  and  this, 
as  we  have  learned  in  1973-74,  brings 
no  joy  to  holders  of  common  stocks. 

Cone  Are  The  Days 

As  I  have  said  before,  bargain  days 
in  the  stock  market  are  over.  Stocks 
that  have  doubled  or  tripled  in  price 
may  still  represent  fair  value,  but  no 
one  in  his  right  mind  should  expect  a 
duplication  of  the  tremendous  rise  of 
the  past  nine  months,  unless  one 
wants  to  try  one's  luck  with  ultra- 
speculative  stocks. 

Among  the  high-quality  stocks  that 
seem  to  be  deserving  of  an  investor's 
attention  are:  Ingersoll-Rand  (76), 
with  record  earnings  in  sight  for  1975 
and  "predictable"  further  gains  likely 
for  the  next  several  years.  In  a  similar 
category,  though  of  slightly  lesser 
quality,  Pullman  (59)  has  above  av- 
erage merit.  For  a  conservative  in- 
vestor I  suggest  R.R.  Donnelley  6- 
Sons  (20).  This  company,  the  largest 
commercial  printer  in  the  country,  is 
most  ably  and  conservatively  man- 
aged. Its  slight  earnings  "slump"  last 
year  (from  $1.64  in  1973  to  $1.52  a 
share)  was  solely  due  to  the  change 
to  last-in,  first-out  accounting.  A  new 
peak  is  probable  this  year.   ■ 


THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one  of 
America's  well  known  diamond  cutters. 
Pay  only  actual  market  price.  We  refund 
all  monies  unless  your  own  appraisal 
shows  value  V4  to  y2  higher. 

OVER  5,000  STYLES  $100.  to  $100,000 
Send  for  FREE  92-page  Catalog! 

EMPIRE  DIAMOND  CORP.,  Dept.  46,  66th  fl. 
Empire  State  Bldg.,  New  York,  N.Y.  10001 

Name 

Address Zip 


Rugged  and  handsome  cases  in  red  and 
black  with  title  embossed  in  gold.  Prices: 
$4.25  each,  3  for  $12,  6  for  $22.  Send  check 
to:  Jesse  Jones  Box  Corp.,  Dept.  FB,  P.O. 
Box  5120,  Phila.,  Pa.  19141.  Please  allow  3 
to  4  weeks  for  delivery. 


FREE  APPRAISAL  of 

SCOTCH   WHISKY 

Holdings 

If  you  have  Scotch  Whisky  and  would 
like  to  sell,  we  may  have  buyers.  Tell  us 
the  year,  distillery,  and  quantity  and  you 
will  receive  a  prompt  written  reply. 

ACCRUED  EQUITIES,  Inc.  (Since  1954) 

Write  F.R.S.    Sc.toenwald 

122  East  42nd  St.,  N.Y.  10017 

(212)  MO  1-3595 


BEAT  THE 


TT? 


•T:  DICE  TABLES  && 

B      Make  Dough  .  .  .  Like  a  "PRO"  -  ^Lftf 

in  all  Legalized  Casinos  /tH 

Double  -Your-Money-Back-Guaran  tee! 

Place  only  5  bets.  All  numbers  are  in  your  favor 

including  7  ...  2,  3,  4,  5,  6,  7,  8.  9,  10,  11,  12. 

You  win  every  roll!-Free  details 

M.  C.  CORBIN  CO.,  Dept   FO  8 

mm  P.O.  Box  869,  Radio  City  Station,  N.Y.  10019  mmm 
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The  Money  Market 


Thoughts  On  Handling 

An  Estate 

By  F.  Harlan  Batrus 


I  have  just  lost  a  good  friend  and  a 
person  I  love.  My  60-year-old  father 
died  of  a  sudden  heart  attack  last 
month.  He  had  lived  with  a  liability 
insidious  to  a  healthy  heart— hyper- 
tensive type  A  behavior  as  described 
by  Friedman  and  Rosenman  in  their 
book  Type  A  Behavior  and  Your 
Heart.  Dad  was  a  man  who  couldn't 
slow  down  inside,  who  couldn't  stop 
churning.  I  may  be  like  that,  and  so 
may  many  good  men  I  work  with  in 
this  business.  The  book's  message  to 
all  of  us:  Slow  down  and  live. 

Now  I  must  invest  an  estate  for 
my  widowed  mother.  The  most  pru- 
dent objective  in  managing  the  assets 
of  a  widow  is  maintaining  the  current 
standard  of  living  with  minimum  risk. 
My  advice  is:  Use  bonds. 

Inflation  protection  is  important, 
and  provision  must  be  made  to  hedge 
against  it.  Conventional  advice  is  to 
invest  a  major  part— as  much  as  70% 
—of  any  fair-sized  estate  in  common 
stocks.  However,  ample  inflation  pro- 
tection is  most  often  available  with 
home  ownership.  Widows  left  with 
well-built  homes  and  property  owner- 
ship need  not  risk  the  majority  of 
their  life  insurance  and  past  savings 
in  a  stock  market  position.  With  in- 
terest rates  as  high  as  they  are  today, 
why  expose  much  of  the  estate  to 
fluctuations  of  the  stock  market?  With 
bonds  you  can  get  a  high  yield,  and 
you  have  relatively  little  risk. 

My  choice,  shown  below,  is  a  mix 
containing  very  high  coupon  electric 
utility  bonds  with  intermediate  ma- 
turity and  BBB  rating;  15-,  20-  and 
25-year  U.S.  Treasury  bonds;  and  fi- 
nally, one  low  coupon  bond  with  a 
15-  or  20-year  maturity.  Overall  it  has 
a  9.5%  current  yield,  protects  capital, 
has  good  yield  to  maturity,  excellent 
liquidity  and  hedges  against  a  major 
bond  market  decline.  For  an  estate 
with  a  $50,000  home,  plus  life  insur- 
ance and  past  savings  totaling 
$100,000,  this  portfolio  offers  quality 
and  maturity  diversification. 

The  BBB-rated  electric  utility  notes 
provide  maximum  current  yield  with 
high  yield  to  maturity  and  good  cred- 
it value.  Yes,  there  is  danger  of  credit 
problems  for  utilities  in  the  distant, 
uncertain  future.  However,  these 
credit  uncertainties  are  for  long-term 


bondholders.  The  three  notes  are  list- 
ed on  the  New  York  Stock  Exchange 
to  insure  marketability.  The  only  real 
problem  with  intermediate  maturities 
is  the  reinvestment  of  the  funds  in 
1979,  when  the  notes  mature.  It  is 
quite  possible  that  interest  rates  will 
be  much  lower  when  the  notes  ma- 
ture, and  the  estate's  overall  rate  of 
return  will  suffer. 

Losses  Hedged 

The  long-term  Treasury  bonds  are 
a  good  hedge  against  this  possible 
substantial  drop  in  interest  rates.  They 
offer  the  greatest  call  protection  avail- 
able in  the  higher  coupon  bond 
market:  The  8.25  bonds  due  in  the 
year  2005  can't  be  called  for  25  years, 
and  the  8.25s  due  1990  aren't  call- 
able at  all.  The  Treasuries,  because 
of  the  call  protection,  offer  capital 
gain  potential  if  interest  rates  should 
drop.  Their  dollar  price  rise  will  not 
be  greatly  curtailed  by  the  more  re- 
stricting call  features  (five  or  ten 
years)  of  long-term  corporate  bonds. 
The  estate  need  not  worry  about  peri- 
odic credit  reevaluations  either,  for 
there  is  no  credit  risk  at  all.  The  li- 
quidity of  Treasury  bonds  is  superb. 
Treasuries  are  the  safest  and  most  ef- 
ficient long-term  capital  investment. 

As  with  all  long-term  bonds,  of 
course,  risk  of  capital  loss  is  possible 
if  interest  rates  go  up.  However,  I 
have  partly  hedged  this  by  the  fact 
that  you  would  be  able  to  reinvest 
the  proceeds  from  the  maturing  util- 
ity bonds  at  the  then  higher  interest 
rates.  This  would  increase  the  current 
return  and  help  make  up  for  tempo- 
rary capital  depreciations. 

Now,  let's  look  at  the  utility  notes 
that    sell    at    a    premium    over    par. 


These  will  involve  a  small  capital  loss 
when  held  to  maturity.  However,  the 
discount  utility  bond  (Con  Edison) 
adds  capital  back  to  the  portfolio  as 
the  maturity  date  gets  closer.  The  dis- 
count bond  also  offers  rapid  capital 
gain  potential,  should  interest  rates 
suddenly  drop  or  should  Con  Edi- 
son's credit  rating  improve.  The  bonds 
will  gradually  approach  par,  however, 
as  maturity  nears  regardless  of  what 
interest  rates  do  in  the  interim.  For 
^example,  when  this  same  Con  Edison 
bond  has  only  five  years  left  to  ma- 
turity and  is  still  evaluated  at  the 
cheap  11.25%  yield  to  maturity,  its 
dollar  price  will  be  75/s.  Time  moves 
the  discount  to  par  barring,  of  course, 
bankruptcy  or  default. 

Why  a  Con  Edison  bond?  Because 
I  feel  it  is  a  greatly  undervalued  se- 
curity. As  recently  as  last  summer, 
many  portfolio  managers  feared  they 
would  need  an  exorcist  to  remove  Con 
Edison  bonds  from  their  positions. 
The  situation  is  greatly  improved  and 
an  excellent  value. 

If  Con  Edison  turns  you  off  you 
can  substitute  other  discount  bonds 
at  lower  yields.  American  Telephone 
6-  Telegraph  3J4  due  1990,  Weyer- 
haeuser 5.20  due  1991,  or  General 
Electric  5.30  due  1992,  are  fine.  The 
last  two  industrial  bonds  have  sinking 
funds  that  increase  their  marketability 
and  price  stability. 

Taxable  bonds— Treasuries  and  cor- 
porates— are  used  because  the  cash 
flow  of  about  $10,000  has  a  low  tax 
bracket.  For  huge  estates  with  cash 
flow  in  excess  of  $50,000,  some  gen- 
eral obligation  state  municipals  can  be 
added  to  this  portfolio.  However,  mu- 
nicipals are  much  less  liquid  than 
Treasuries  or  large  issue-size  corpo- 
rate bonds  listed  on  the  New  York  or 
American  stock  exchange.  So  never 
construct  a  portfolio  entirely  of  mu- 
nicipals. Indeed,  never  construct  a 
portfolio  entirely  of  anything. 

This  portfolio  is  a  summary  and  ap- 
plication of  my  last  three  articles. 
Treasuries  and  electric  utility  notes 
are  good  values  within  the  bond  mar- 
ket; and  the  bond  market  as  a  whole 
is  a  good  value  relative  to  the  cur- 
rent level  of  the  stock  market.  ■ 


Amount* 
(thousands) 


Description 


Approx. 
Price 


Yield  to 

Maturity 


Current 
Yield 


$20 

10 

10 

5 

15 

15 

15 

3 

5 


Duke  Pw.  13%  due  9-1-79 

Boston  Ed.  12V2%  due  8-15-79 

Detroit  Ed.  12V2%  due  10-1-79 

Con  Ed.  45/8%  due  11-1-91 

U.S.  Treasury  8'/4%  due  5-15-90 

U.S.  Treasury  8V2%  due  5-15-99 

U.S.  Treasury  %V*%  due  5-15-05 

Deposit  in  savings  bank  for  immediate  use 

Purchase  of  stock  mutual  fund 


•Par  Value:  $98,000.  Total  C     '    $100,037.50    Net  income    $9,518.25 


110V2 

9.85% 

11.75% 

107'/2 

10.20 

11  1 

110 

9.55 

1  1.35 

51 

11.25 

101 'A 

8.10 

103 

8.20 

H.2S 

100 

8.25 

8.25 

e  use 

5.00 

5.75 

50 
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HALF-PRICE  TRIAL  OFFER  NOW  FEATURES: 

Babson's  FORECAST 

for  the  2nd  half  of  '75 


Here  is  a  great  opportunity  to  check  your  investment  strategy 
with  Babson's  —  one  of  the  Country's  oldest  and  largest  in- 
dependent investment  advisory  organizations; 

Every  Monday  morning  for  two  full  months  you  will  get  pro- 
fessional investment  advice  on  the  market  —  buy,  hold  and 
sell  advice  on  stocks  in  the  news  —  industries  on  the  move. 
All  for  only  $5.00  —  half  the  regular  fee. 

You  will  join  the  thousands  of  Babson  clients  who  regularly 
receive  the  Investment  and  Barometer  Letter  in  the  U.S.  and 
in  many  other  Countries  throughout  the  world. 

The  famous  weekly  investment  service  with  the  blue  border 
carries  the  carefully  researched  investment  opinions  of  the 
entire  Babson  organization.  It  is  compiled  and  edited  by 
Babson's  highly  experienced  team  of  securities  analysts,  in- 
dustry specialists,  economics  experts,  and  financial  writers. 

YOU  WILL  ALSO  RECEIVE: 
BABSON^SSTOCI^NDBONpFORECASTFO^TIJE2nd 

fJ^L^FJ75J^CLUmNG^ 

■  STOCK  MARKET  OUTLOOK  FOR  THE  2nd  HALF  OF  75 

■  INVESTMENT  STRATEGY  FOR  THE  2nd  HALF 

■  12  STOCKS  TO  BUY  NOW— BABSON'S  BEST  BUYS  FOR 
APPRECIATION  AND  GROWTH. 

■  4  COMMON  STOCKS  FOR  INCOME 

■  4  PREFERRED  STOCKS  FOR  INCOME 

■  4  BONDS  FOR  INCOME 

■  4  CONVERTIBLE  SECURITIES  FOR  APPRECIATION  AND 
INCOME 

PLUS 

The  Business  Outlook  for  the  2nd  Half  of  1975  including 
Babson's  forecasts  on  the  following  vital  economic  para- 
meters: GNP  —  INDUSTRIAL  PRODUCTION  —  CAPITAL 
SPENDING  —  INVENTORIES  —  PROFITS  —  INFLATION  — 
EMPLOYMENT  AND  INCOME  —  LABOR  —  CONSUMER 
SPENDING  —  GOVERNMENT  EXPENDITURES  —  MONEY 
SUPPLY  AND  INTEREST  RATES  —  INTERNATIONAL  SIT- 
UATION. 

SPECIAL  BONUS 
BABSON'S  CURRENT  ADVICE  ON  100  OF  THE 

LARGESTCOMPANIES 

With  your  two-month  trial  subscription,  you  will  receive,  as  a 
bonus,  Babson's  present  buy,  hold  or  sell  positions  on  stocks 
of  100  of  the  largest  companies.  You  will  be  able  to  immedi- 
ately check  your  own  thinking  with  Babson's  on  all  these 
widely  held  stocks: 


GM 

SHELL  OIL 

ROCKWELL 

EXXON 

GOODYEAR 

OCCIDENTAL  PET. 

AT&T 

RCA 

FIRESTONE 

FORD 

CONT.  OIL 

DOW 

CHRYSLER 

INT.  HARVESTER 

McDONNELL-DOUG 

GE 

LTV 

PHILLIPS  PET. 

TEXACO 

BETH.  STEEL 

XEROX 

MOBIL  OIL 

KODAK 

W.  R.  GRACE 

IBM 

AT.  RICHFIELD 

BEATRICE  FOODS 

IT&T 
GULF  OIL 
STD.  OIL  CA. 
U.S.  STEEL 
WESTINGHOUSE 
STD.  OIL  IND. 
DU  PONT 
GEN.  TEL. 
CONT.  CAN 
SINGER 
R.  PURINA 
HONEYWELL 
ARMCO  STEEL 
R.  J.  REYNOLDS 
INT.  PAPER 
WEYERHAEUSER 
SUN  OIL 
BENDIX 

GEORGIA  PAC. 
CHAMPION  INT. 
COLGATE-PALM. 
AMERICAN  CAN 
TRW 
ALCOA 
DEERE 


ESMARK 

U.  CARBIDE 

TENNECO 

P&G 

KRAFTCO 

GREYHOUND 

BOEING 

CATERPILLAR 

COCA-COLA 

NAT.  STEEL 

BURL.  IND. 

UNIROYAL 

REP.  STEEL 

UNITED  BRANDS 

ASHLAND  OIL 

CITIES  SERVICE 

GULF  &  WESTERN 
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YOUR   TRIAL   SUBSCRIPTION   WILL   ALSO   BRING   YOU: 

■  BUY,  HOLD  AND  SELL  ADVICE  ON  MANY  MORE 
STOCKS  UNDER  BABSON'S  SUPERVISION. 

■  STOCKS  SELECTED  FOR  APPRECIATION,  GROWTH, 
SAFETY,  INCOME. 

■  ADVICE  ON  BONDS  AND  PREFERRED  STOCKS. 

■  SAMPLE  INVESTMENT  PORTFOLIOS. 

■  INDUSTRY  REPORTS. 

■  TECHNICAL  MARKET  STUDIES. 

■  STOCK  CHARTS. 

■  INVESTMENT  STRATEGY. 

■  MARKET  TRENDS  AND  FORECASTS. 

■  NEWS  OF  NEW  PRODUCTS. 

GUARANTEE  —  We  sincerely  believe  you  will  be  pleased 
with  your  trial  subscription.  However,  if  at  any  time  you  are 
not  entirely  satisfied,  we  will,  at  your  request,  send  you  a 
full  refund  by  return  mail  —  fair  enough? 

Start  your  2-month  trial  subscription  today.  Simply  mail  this 
coupon  —  all  reports  sent  by  1st-class  mail. 


Dept.  F-588 


tfjfffc  Babsons  Reports  Inc. 

Wellesley  Hills,  Mass.  02181 

Founded  in  1904  by  Roger  W.  Babson 

1  wish  to  take  advantage  of  Babson's  half-price  trial  offer 

2  months  for  only  $5.00.    Payment  enclosed. 


Name 


Street  &  No. 


City State Zip 

This  subscription  will  not  be  assigned. 


^GROWTH 

At  MAPCO,  the  trend  continues  up.  Our  First  Quarter  Report 
announces  sales  and  revenues  of  $279,632,511  for  the  twelve 
months  ending  March  31,  1975.  This  compares  to 
$165,763,004  for  the  comparable  period  a  year  ago. 

To  learn  more  about  this  scrappy  little  pipeline  company 
that  became  a  substantial  diversified  energy  company, 
write  for  our  latest  report. 

mapco 

a  inc. 


1437  S.  Boulder  Ave. 
Tulsa,  Oklahoma  74119 

SYMBOL  MDA 
NYSE  •  MWSE  •  PSE 
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"Savor  it  in  sips... 

it  provides  brighteners 

for  many  a  day." 

R.  H.  Herzog 
President,  3M  Company 


Fact  &  Comment  by  Malcolm  S.  Forbes. 

295  pages  in  a  handsomely  bound  hardcover  edition.  Send  check 

for  $7.95  to  Forbes  Inc.,  60  Fifth  Avenue,  New  York,  N.Y.  1001 1 

(New  York  State  residents,  add  4%-8%  for  sales  tax;  New  York  City,  8%) 


OWN  YOUR  OWN 

MONEY  BUSINESS 

REPRESENT  OVER  2,000  U.S.  SOURCES  OF  CAPITAL 

"BECOME  A  FINANCIER" 

Ideal  for  executive  type  person,  R.  E. 
Ins.  and  stockbrokers.  Operate  from 
a  dignified  professional  office.  Cli- 
ents come  to  you  for  Venture  Capi- 
tal Assistance.  Must  l>e  sincere  with 
well-rounded  business  background. 
Instant  Hi  income  for  right  person. 

$U.S.32,500  Cash  Will  Handle 

For  details  write  Dept.  21,  Computer  Capital  Corp., 

6922  Hollywood  Blvd.,  Los  Angeles,  Calif.  90028 

Call  Mr.  Van:  (213)  463-4841 


PUBLIC  LANDS-OPPORTUNITY 

Equal  Opportunity  is  provided  all 
citizens  of  the  U.S.A.  to  partici- 
pate in  the  Profits  and  Tax-Bene- 
fits of  Oil  &  Gas  Lease-Rights  on 
Public  Lands.  Parcels  are  awarded 
each  month  through  PUBLIC 
DRAWINGS  which  provide  profit 
potential  in  excess  of  \'t  million 
dollars.  DRAWINGS  are  adminis- 
tered by  the  BUREAU  of  LAND 
MANAGEMENT.  Send  $1.00  for 
complete  information. 

FEDERAL  OIL  *  GAS  LEASES,  INC. 

Geological  £  Market  Evaluation  Services 

2995  L.B.J.  Freeway 

P.O.  Box  29119,  Dept.  FOR. 

Dallas,  Texas  75229  Ph.  (214)  243  4753 


Readers  Say 


(Continued  from  page  8) 
Co.'s  significance.  .  .  ."  The  truth:  Val- 
ue Line  Investment  Survey,  Jan.  17, 
1975,  said,  "Our  estimate  for  Chicago 
Milwaukee's  profits  .  .  .  could  be 
jacked  up,  however,  by  unforeseen 
sizable  other  income  from  sales  of 
land  and  timber."  On  Apr.  19,  1974, 
*ve  said,  "The  company's  'other  in- 
come' account  (mainly  land  and  tim- 
ber sales)  contributed  the  lion's  share 
of  1973  corporate  profits.  .  .  ."  On  Jan. 
18,  1974,  "Nonrail  income  (mainly 
from  land  and  timber  sales  by  the 
Milwaukee  Land  Co.  subsidiary)  in- 
creased 30%  or  more  last  year." 

—Arnold  Bernhard 

President, 

Arnold  Bernhard  &  Co. 

New  York,  N.Y. 

Old  Technique 

Sir:  The  use  of  saturation  television 
spots  to  cover  multiple  theater  book- 
ings is  a  technique  which  has  been 
around  27  years  ("The  Selling  Of 
Billy  Jack,"  July  1).  The  first  use  of 
saturation  broadcast  media  (radio) 
was  originated  by  Milton  Allison,  Bob 
Dunville  and  Terry  Turner  back  in 
1945.  Turner  introduced  the  first  sat- 
uration spot  television  campaigns 
with  mass  bookings,  circa  1948. 

—Hugh  Mackenzie 
Newport  Beach,  Calif. 

SlB:  John  Ruble  and  Tom  Langhlin 
were  credited  with  the  four-\\  ailing 
concept  used  with  Billy  Jack.  Actual- 
ly Max  Youngsteio  conceived  and  ex- 
ecuted the  marketing  plan  used. 
Youngstein  relied  on  some  12,500 
rural  theaters,  contending  that  the  ma- 
jors, by  ignoring  the  rural  market,  are 
missing  millions  of  dollars  in  revenues. 
Hilly  Jack  proved  his  point. 

—Tin  i  m  w  T.  ElEMBl  s<  u 
(  liairman, 

Trade  Practice  ( lommittee, 

Theatre  Owners  <>l  Indiana 

Franklin,  Ind. 

No  Bargains  Here 

Sue  The  lead  in  Trends  &  Tan- 
gents (July  1)  refers  to  "IiiIimmI  ional 
Utilities,    whose    28    tankers    and    22 

hulk  can  [era  are  on  the  Muck.  .  .  ." 
Gotaas-Larsen  Shipping  Corp.,  a 
wholly-owned  subsidiary  oi  II'  Inter- 
national, sells  as  well  as  buys  vessels. 

The   statemenl    thai    the   fleet    .is    a 

whole;  is  "on  the  block"  is  erroneous. 
We  have  no  plans  to  make  our  assets 
available  at  "rook  bottom  prices." 

— Lai  is  \    kn  \i  i 

President, 

( lotaas  I , arson  Shipping  <  lorp. 

\\  Umington,  I VI. 
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□  Indicated  below  are  those  advertisers  who  will  make  information  available  to 
Forbes  readers  as  stated  in  their  advertisements.  Those  advertisers  designated 
with  an  asterisk  *  will  provide  information  only  to  those  requests  which  include 
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ACCRUED  EQUITIES,   INC 49 

Agency:   Byrde,    Richard    &    Pound,    Inc. 

w   GENERAL  ELECTRIC  COMPANY      .      28-29 

Agency:    Robert  S.  Cragin,  Inc. 

AL-AHRAM     53 

Agency:    INTA  Advertising,  Inc. 

GENERAL  MOTORS  CORPORATION     .  .      2 

Agency:   N.W.  Ayer  ABH  International 

ASARCO    INCORPORATED    30 

Agency:   Clyne  Company,  Inc. 

GOLDMAN,  SACHS   &  CO 4 

Agency:    Doremus  &  Company 

BABSON'S    REPORTS    INCORPORATED   51 

Agency:    Kenneth  T.  Vincent  Co. 

CI   E.F.    HUTTON    &    COMPANY    INC 32 
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INCORPORATED      46 
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JAGUAR   CARS 
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Zirbel  Inc. 
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Agency:    Bruce  Advertising 

#   THE  NORTHERN  TRUST  BANK 12 

Agency:    Clinton  E.  Frank,  Inc., 
Advertising 

COMPUTER    CAPITAL    CORPORATION      52 

Agency:   The  Paramount  Agency 
Advertising 

ROWE    PRICE   NEW    INCOME   FUND, 

INC.    48 

Agency:   VanSant,    Dugdale    &    Co.,    Inc. 

M.C.    CORBIN    CO 

Agency:    M.C.  Corbin  Co. 
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DIAMOND    INTERNATIONAL 

CORPORATION    48 

Agency:    Henderson  &  Roll,  Inc. 


DINERS    CLUB     44-45 

Agency:    Wunderman,    Ricotta    &    Kline, 
Inc. 


■3  EMPIRE  DIAMOND  CORPORATION  49 

Agency.-*  Twentieth  Century  Associates 


FEDERAL  OIL  &  GAS  LEASES,  INC.   52 

Agency:    Auld  Advertising,  Inc. 


FIRST   TENNESSEE    NATIONAL 

CORPORATION  1 

Agency:   Jehn    Malmo    Advertising,    Inc. 


FRAZER    &    ASSOCIATES     48 


GATX    CORPORATION        7 

Agency:    Lee  King  &  Partners,  Inc. 


RCA  CORPORATION    Back  Cover 

Agency:   J.   Walter  Thompson   Company 


D   RANDUSTRIAL    CORPORATION       6 

Agency:    Mt.    Pleasant   Advertising,    Inc. 


SOUTHERN    RAILWAY 

SYSTEM Third  Cover 

Agency:   Cunningham  &  Walsh  Inc. 


*  JAMES  TALCOTT,   INC.  Second  Cover 

Agency:   Shaw  Elliott  Incorporated 


THE  VALUE    LINE    INVESTMENT 

SURVEY 39 

Agency:   The  Vanderbilt  Advertising 
Agency,  Inc. 


THE  WALL  STREET  JOURNAL  9-10-11 

Agency:    BBDO,  Inc. 


WESTINGHOUSE    ELECTRIC 

CORPORATION    16 

Agency:  Ketchum,  MacLeod  &  Grove 
Inc. 


MAX    WILSON,    INC 6 

Agency:    Chaparral    Advertising    Agency 


WHEN  IT'S 

MIDDLE  EAST 

IT'S 

ESTABLISHED  1875 


More  than  1,250,000  copies  of  AL- 
AHRAM  FRIDAY,  and  more  than 
800,000  copies  of  AL-AHRAM  daily 
are  sold  day  in  and  day  out  all  over 
the  WORLD.  More  than  4  million 
readers  consider  it  their  daily  bread. 

THE  MOST  INFLUENTIAL 
ARAB  NEWSPAPER 

AL-AHRAM  is  internationally  re- 
nowned as  the  most  authoritative 
and  widely-read  Arabic  language 
newspaper  in  the  world.  AL-AHRAM 
with  several  millions  of  readers 
drawn  from  all  the  Arab  countries 
and  many  countries  in  Africa,  Eu- 
rope, the  Americas,  Asia  and  Aus- 
tralia, can  boast  that  it  is  the  only 
single  medium  that  serves  advertis- 
ers regionally  and  internationally. 
AL-AHRAM  is  renowned  for  its  au- 
thentic news  as  well  as  its  trust- 
worthy ads. 

In  fact  when  AL-AHRAM  speaks, 
the  ARAB  WORLD  listens  and  talks 
back. 


AL-AHRAM  Building 
Calaa  Street,  Cairo 
Arab  Republic  of  Egypt 


U.S.  Advertising  Representatives: 
INTA  Advertising,  Inc. 

1560  Broadway,  New  York,  N.Y.  10036 
Tel.  (212)575-9292 
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Tl_  Li-  on  the 

I  hOUghtS . . .  Business  of  Life 


This  time,  like  all  times, 
is  a  good  one  if  we  just  know 
what  to  do  with  it. 
Ralph  Waldo  Emerson 


We  must  be  doing  something 
to  be  happy.  Action  is  no  less 
necessary  to  us  than  thought. 
William  Hazlitt 


Laziness  is  tbe  one  common 
deficiency  in  mankind 
that  blocks  the  establishment  of 
a  perfect  world  in  which 
everyone  leads  a  happy  life. 
William  Feather 


Happiness  is  someone  to  love, 
something  to  do, 
and  something  to  hope  for. 
Chinese  Proverb 


Choose  such  pleasures  as 
recreate  much  and  cost  little. 
Richard  Fuller 


He  who  remains  cheerful  in  spirit 
and  sees  only  the  good  side 
of  all  things,  who  never  allows 
himself  to  be  spiritually 
downcast  but  keeps  his  head  high 
and  courage  in  his  heart, 
he  sets  in  motion  those  fine, 
still  powers,  which  make  every  step 
through  life  easier  for  him. 
Ralph  Waldo  Trine 


Some  pleasures  that  add 
life  to  your  years  subtract 
years  from  your  life. 
Arnold  Glasow 


One  ought  at  least  to  hear 
a  little  melody  every  day, 
read  a  fine  poem,  see  a  good 
picture,  and,  if  possible, 
make  a  few  sensible  remarks. 
Goethe 


It  used  to  take  me  all  vacation 
to  grow  a  new  hide  in  place 
of  the  one  they  flogged  off  me 
during  the  school  term. 
Mark  Twain 


Leisure  is  time  for  doing 
something  useful,  and  this  leisure 
the  diligent  man  will  obtain. 
Renjamin  Franklin 


Vacations  are  useful. 

In  these  modern,  high-pressure  days, 

busy  men  of  affairs  may  require 

a  winter  as  well  as  a  summer 

vacation.  But  vacations  can 

be  overdone.  Play,  taken 

in  proper  doses,  fits  a  man  for 

more  and  better  work.  But  too  much 

play  will  play  the  deuce  with 

any  enterprise.  While  you  play, 

remember  that  your  competitors 

are  energetically  at  work. 

R.C.  Forbes 


All  the  instances  of  pleasure 
have  a  sting  in  the  tail. 
Jeremy  Taylor 


Without  rest,  a  man  cannot  work; 
without  work,  the  rest 
does  not  give  you  any  benefit. 
Abkhasian  Proverb 


A  long  happiness  loses 
by  its  mere  length. 
Georg  C.  Lichtenberc 


There  is  always  the  possibility 
of  beauty  where  there  is 
in  unsealed  human  eye; 
of  music  where  there  is  an 
unstopped  human  ear; 
and  of  inspiration  where  there  is 
a  receptive  human  spirit. 
Charles  Parkhurst 


God  gave  us  our  memories  so  that 

we   might   have   roses   in    December. 

James  M.  Rarrie 


All  his  subjects  be  very  glad, 
I  thank  God,  to  be  busy 
with  the  golf,  for  they  take  it 
for  pastime;  my  heart 
is  very  glad  for  it. 
Catherine  of  Aragon 


Vacation  is  that  time  when 

you  wish  you  had  something  to  do 

while  doing  nothing. 

Frank  Tyger 


Only  that  day  dawns 
to  which  we  are  aware. 
Henry  David  Thoreau 


Executive  Gift  Suggestions:  Over 
3,000  "Thoughts"  now  available  in 
574-page  book  at  $9.95.  Also  Fact 
and  Comment — the  most  quoted 
editorials  of  Malcolm  Forbes  in 
hardcover  at  $7.95.  Send  check(s) 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  N.Y.  State 
residents,  add  4%-8%  sales  tax. 


, 


A  Text . 


Sent  in  by  Sheila  A.   Yancey,   Port   Ar- 
thur,   Tex.    What's   your   favorite    text? 
The   Forbes   Scrapbook   of  Though  I 
the    Business    of    Life    is    presented    to 
senders  of  texts  used. 


Truly  the  light  is  sweet,  and  a  pleasant 

thing  it  is  for  the  eyes  •'"  behold  the 

sun. 

ECCLESI  \s  i  is   11:7 
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AUGUST  15,  1975  /ONE 


AR  FIFTY  CLNTS 


Mutual  Funds  1975 

What's  The  Score? 


if fs  a  darned  shame  most 
tires  take  early  retirement 


Unwise  retirement  squanders 
valuable  resources.  With  tires 
as  well  as  people. 

Example.  A  Department  of 
Transportation  study  showed 
random  used  tire  casings  were 
virtually  as  sound  as  new 
ones.  To  scrap  such  casings 
because  their  tread  is  worn 
wastes  what  could  be  called 
experienced  tire  casings. 


Big  deal?  Yes.  Bandag  re- 
treads historically  deliver 
more  miles  than  new  tires. 
Yet  nearly  300,000  retread- 
able  casings  get  scrapped 
daily. 

Fact  is,  one  fleet  indicates  a 

BRnDRG 

Worldwide  corporate  offices,  Muscatine,  Iowa. 


new  $187  truck  tire  that  uses 
27  lbs.  of  petrochemicals  de- 
livers 90,000  miles.  A  $52 
Bandag  retread  that  uses  7 
lbs.  of  petrochemicals  delivers 
160,000  miles.  The  company 
reports  they  retread  tires  five 
times  with  Bandag. 

When  it  comes  to  tires,  that's 
our  philosophy  too:  Let's 
keep  a  good  thing  going. 


Products  that  serve  today's  growing  need  to  move  people, 
goods  and  materials  at  lower  operating  costs. 


* 


. 


k 


Memo  to  Washington: 

Youfid  be  surprised 
what  most  of  us  do  without 


(\bu  ought  to  try  it,  sometime) 


A  high  government  official  didn't  like  the 
blue  carpet  in  his  new  office,  so  he  ordered  a 
new  gold  carpet  costing  taxpayers  $48,000. 

The  National  Science  Foundation  is 
spending  $84,000  to  find  out  why  people 
fall  in  love. 

We  work  in  a  perfectly  decent  office 
building,  but  our  boss  doesn't  provide  each 
of  us  with  a  suite  including  kitchenette 
and  lavatory — as  many  Government  officials 
provide  for  themselves. 

The  FTC  spent  18  days  in  which  20 
witnesses  filled  1700  pages  of  testimony 
against  a  manufacturer  who  dared  to 
advertise  his  soft  drink  as  "sensible"  and 
"high  in  vitamin  C.'rThe  FTC  judge  then 
threw  out  the  charges. 

We  understand  the  Defense  Department 
produced  12  separate  films  showing 
soldiers  and  sailors  how  to  brush  their  teeth. 

While  industry  is  forced  to  lay  off 
thousands  of  important,  productive  workers, 
government  for  years  has  hired  an  average 
of  1200  people  per  day. 

This  sorry  tale  could  go  on  page  after 
page,  but  you  get  the  idea,  Washington, 
don't  you? 

We  hope  so. 


THE  WARNER  &  SWASEY  COMPANY 

Executive  Offices:  1 1000  Cedar  Avenue,  Cleveland,  Ohio  44106 


BURLINGAME 

AUG  12  1975 
LIBRARY 


The  all  new  MACH  II  CNC  Wiedematic  turret 
punch  presses  increase  productivity  and  prof- 
its by  their  higher  operating  speed  and  wide 
flexibility.  The  MACH  II  is  a  product  of  Warner 
&  Swasey's  Wiedemann  Division,  King  of 
Prussia,  Pennsylvania. 


Productivity  equipment  and  systems  in  machine  tools,  textile  and  construction  machinery 


America's  gas  lines  are  her  life  lines. 


Natural  gas  provides  half  the  energy 
for  America's  industry. 


Getting  more  should  he  a  national  priority. 


The  food  processing  industry  uses  370 
billion  cubic  feet  of  gas  a  year.  The  efficient, 
even  heat  from  gas  is  best  for  baking,  and 
for  preparing  hundreds  of  food  products. 
Gas  is  important  to  a  lot  of  other  industries, 
too.  Most  products  you  use  are  related  to  gas 
in  some  way.  Millions  of  jobs  depend  on  it. 
That's  why  a  constant  and  sufficient  natural 
gas  supply  is  vital  to  America's  economy. 

The  natural  gas  is  there.  Studies  show 
proved  and  potential  gas  reserves  should 
last  well  into  the  twenty-first  century  at  the 
present  rate  of  use.  But  getting  it  is  not  go- 
ing to  be  easy.  We're  talking  about  gas  that 
lies  under  the  Arctic  ice  and  snow.  Under  the 
Atlantic  outer  continental  shelf.  Locked  in 


the  tight  rock  formations  of  the  Rockies, 
and  deeper  below  the  earth's  surface  than 
we've  ever  drilled  before. 

The  gas  industry  plans  to  invest  billions 
of  dollars  over  the  next  ten  years  to  get  the 
natural  gas  that's  needed.  The  industry  is 
willing  to  take  the  many  business  risks  in- 
volved. But  getting  the  gas  requires  more 
than  money  and  hard  work.  It  involves  many 
factors  beyond  the  gas  industry's  own  con- 
trol. Most  important  is  your  understanding 
and  cooperation  as  we  work  to  solve  a  prob- 
lem that's  vital  to  every  one  of  us. 

Use  gas  wisely.  It's  clean  energy 


for  today  and  tomorrow. 


■#  A  American  Gam 
f  l^awl  A*%ocutt<on 


^  ^  **  Tut  **<»** 
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June  1  to  June  30, 1975.  Another  month  of  providing  liquidity  and  raising  capital 
for  the  clients  of  Salomon  Brothers. 

Market  making  in  bonds  and  money  market  instruments-$27.7  billion 
trading  volume.  Including  U.S.  Governments,  Federal  agencies,  corporate  bonds 
and  money  market  instruments.  Salomon  is  probably  the  largest  market  maker 
for  the  broadest  range  of  securities.  Our  daily  inventory  in  June  averaged 
$2.5  billion. 

Underwriting  public  corporate  debt  of  ferings-$1,122,540,000. 

We  managed  or  co-managed  25.4%  of  the  entire  industry's  volume  for  the  month. 
While  our  total  underwriting  commitment  was  $195.9  million,  we  placed  $334.5 
million  or  70%  more  than  our  commitment.  In  addition,  we  co-managed  the  largest 
public  offering  ever  of  a  Canadian  security  payable  in  U.S.  dollars  —  $275  million. 

Block  stock  trading-36.7  million  snares  stock  trading  volume  (market 
value  of  one  billion  dollars).  With  individual  transactions  ranging  from  100  shares 
to  over  300,000  shares.  Over  79%  of  Salomon  Brothers'  equity  transactions 
in  June  were  5,000  shares  or  less. 

Private  placements/Lease  f inancing-$171,356,000  total  financing  volume. 
Deals  ranged  in  size  from  $1  million  to  $53.4  million  in  these  industries:  coal,  steel, 
finance,  automotive,  banking,  forest  products,  consumer  products,  railroads  and 
tele-communications. 

Municipal  f  inance-$3,000,210,000  managed  or  co-managed.  Issues  ran 
from  $6.1  million  to  $1  billion  for  financing  public  power,  pollution  control  facilities, 
housing,  water  and  electric  supply  systems,  port  facilities,  hospitals,  transit 
authorities  and  schools. 

These  are  the  highlights  of  what  Salomon  did  in  June.  You  may  find  our  ability 
to  perform  in  the  areas  of  making  markets  and  underwriting  securities  useful  to 
you.  Next  month.  Or  in  the  months  to  come. 

Salomon  Brothers.  Market  Makers  and  Investment  Bankers.  Members 
of  Major  Stock  Exchanges.  Offices:  New  York,  Atlanta,  Boston,  Chicago, 
CJeveland,  Dallas,  London,  Los  Angeles,  Philadelphia,  St.  Louis,  San  Francisco. 
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Leasing  trucks  from  Saunders  can  be  the  most  secure  feeling  you've  had  in  a  long  time. 


No  matter  what  else  fluctuates  in  the  busi- 
ness world,  Saunders  Leasing  System  is 
one  truck  leasing  outfit  that's  moving  in 
a  positive  direction. 

We're  one  of  America's  leading  full- 
service  truck  leasing  companies,  doing 
business  with  hundreds  of  top  corpora- 
tions across  the  nation  and  in  Canada. 

We  also  have  one  idea  we  can't  or  won't 
give  up:  making  sure  that  our  services 


meet  and  exceed  a  customer's  individual 
requirements.  Our  success  in  doing  that 
over  the  years  has  led  to  long-term  re- 
lationships that  make  the  stability  of 
Saunders  unmatched  in  our  industry. 

Yet,  you  may  have  passed  a  Saunders 
truck  today  without  realizing  it.  That's 
easy  enough  to  do.  Saunders  leased  trucks 
are  painted  with  our  customers'  names 
and  colors,  instead  of  our  own. 


But  we  think  knowing  the  facts  about 
a  leasing  company  is  more  important 
than  recognizing  its  trucks.  So  we'd  like 
to  tell  you  more  about  Saunders.  Call  us 
at  our  National  Headquarters  in  Birming- 
ham, Alabama,  toll-free,  1 -800633-6566. 
You  might  discover  a  kind  of  security 
your  firm  can  use  these  days. 

Saunders  Leasing  System.  Inc. 

201  Office  P&rk  Drive,  Birmingham.  Ala.  35223 •  (205)  879-2131 
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Honor  Rolls,  Swindles 
And  Costly  Promises 

Oh,  those  profligate  New  Yorkers!  Mortgaging  their  city's  future  with  ex- 
travagant pension  benefits,  borrowing  for  current  expenses.  A  fiscally  sinful 
people,  deserving  what  they  get.  Even  President  Ford  sticks  the  knife  in. 
If  that's  the  way  you  think— and  who's  to  blame  you— don't  wash  your 
hands  of  New  York  City's  problems  without  reading  the  article  in  this  is- 
sue entitled  "Promises,  Promises,  Promises."  It  points  out  that  your  local 
congressman  is  probably  nearly  as  guilty  as  New  York's  politicians  are  as  far 
as  condoning  phony  bookkeeping  is  concerned.  Of  course,  New  York 
City's  day  of  reckoning  is  now,  and  Uncle  Sam  still  has  bis  printing  presses 
(Forbes,  July  1).  But  that's  not  necessarily  good.  The  story,  written  by 
Staff  Writer  Malcolm  Forbes  Jr.,  starts  on  page  52. 
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Judges  tend  to  be  tough  on  swindlers, 
as  the  adjoining  headline  suggests. 
And  well  they  should  be,  because  the 
efficient  functioning  of  our  society  de- 
pends on  financial  law  and  order  as 
much  as  on  physical  law  and  order. 
How  then  explain  to  our  children 
the  sickening  case  of  C.  Arnholt  Smith, 
friend  of  Richard  Nixon  and  a  power 
in  Southern  California  business  for 
nearly  a  quarter  of  a  century?  Smith 
is   guilty   of   what   may    well   be   the 

swindle  of  the  century.  The  penalty  the  court  levied  on  him  is  a  joke— and 
a  scandal.  How  did  it  all  happen?  Were  the  banking  regulators  asleep— 
or  worse?  Read  our  lead  story,  "Crime  In  The  Suites,"  by  Staff  Writer 
Anthony  Cook,  starting  on  page  17. 
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MAMEM  YEARS 
MONTANAFRAUD 


He,  Wife^id  Lawver  Were 


< 


Last  year  at  this  time  we  omitted  the  Forbes  investment  company  Honor 
Roll.  The  stock  market  was  a  disaster,  and  we  couldn't  see  bestowing  kudos 
on  people  who  lost  money— even  if  they  lost  less  of  their  shareholders' 
money  than  the  others.  But  this  year  the  better  funds  are  comfortably  in 
the  black  again,  as  far  as  their  stockholders  are  concerned,  and  12  com- 
panies make  the  Honor  Roll  in  this,  our  20th  Annual  Mutual  Fund  Sur- 
vey. Three  of  the  winners  are  closed-end  funds,  the  others  mutuals.  There 
are  six  stock  funds,  two  balanced  funds  and  four  specialized  funds. 

It  was  tough  making  the  list  this  year:  The  current  survey  covers  nine 
tough  years  in  which  the  Standard  &  Poor's  500  stock  average  ended  only 
marginally  higher  than  it  started;  furthermore,  it  showed  huge  swings  up 
and  down.  To  make  the  Honor  Roll,  a  fund  had  to  earn  at  least  a  B  av- 
erage in  the  Forbes  consistency  ratings— which  means  it  tended  to  per- 
form well  under  all  the  varied  circumstances  that  prevailed  from  1966  to 
1975.  On  top  of  getting  a  B  for  consistency,  a  fund  had  to  show  an  an- 
nual average  return  of  6%  or  better  (counting  both  dividend  income  and 
capital  gains)— half  again  better  than  the  S&P  500.  Six  percent  may  not 
sound  impressive,  but  on  a  cumulative  basis  it  would  have  kept  an  in- 
vestor about  even  with  inflation  over  a  difficult  period  when  many  were  tak- 
ing horrendous  losses,  in  actual  dollars  and  in  purchasing  power. 

In  all,  only  12  of  the  585  funds  met  these  stiff  criteria.  Interestingly, 
four*  of  the  12  also  made  our  last  Honor  Roll,  in  1973.  How's  that  for 
consistency?  ■ 

David    L.   Babson    Investment   Fund,   Chemical   Fund,   Istel   Fund,   Pioneer  Fund. 


LARGE  CASH  RETURN 

from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANDS 

•  •     •     •     • 

The  United  States  Department 
of  the  Interior  (Bureau  of  Land 
Management)  holds  non-com- 
petitive public  drawings  each 
month  to  afford  all  citizens  over 
the  age  of  21  years  an  equal 
opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by 
the  Federal  Government. 

A  $20.00  tax  deductible  filing  fee 
could  return  you  a  sum  exceeding 
$75,000.00  immediately,  plus  a  pro- 
duction payment  exceeding  one  mil- 
lion dollars  for  possible  future  in- 
come. 

•  •     •     •     • 

For  further  information  on  how  you 
can  intelligently  participate  in  the 
government  sponsored  program,  con- 
tact: 

MAX  WILSON,  INC. 

P.O.  Drawer  1978— FO 

Roswell,  New  Mexico  88201 

Area  Code  505-623-0507 


This  is  neither  an  offer  to  sell  nor  a  solicitation 

of  an  offer  to  buy  in  any  state 

in  which  it  is  unlawful  to  make  such  offer. 

Now  a*aVValj!frs 
to\3.S^e8t0r 

TEMPLETON 
GROWTH 
FUND, 
LTD. 

A  mutual  fund 
seeking  long-term  growth 
through  investments  in  U.S. 
and  Foreign  securities. 

For  free  prospectus  please  write: 


Securities  Fund  Investors 

50  North  Franklin  Turnpike 
Hohokus,  NewJersey  07423 


Name. 


Address, 
Cily 


State. 


.Z,p__ 


Trends  &Tangents 


Foreign 


Buck  The  System 

A  respected  Oxford  professor  is  en- 
gaged in  an  interesting  challenge  to  a 
basic  tenet  of  the  British  university 
system.  Max  Beloff  believes  that  the 
British  tradition  of  rigid  and  narrow 
university  specialization  in  student 
course  work  does  not  necessarily  mean 
good  education.  So  next  winter  Bel- 
off is  opening  his  own  school,  the 
University  College  at  Buckingham, 
where  students  will  get  a  U.S. -style 
broad  grounding  in  the  arts  and  sci- 
ences. Buckingham  will  also  be  Brit- 
ain's first  totally  private  university,  al- 
lowing it  to  innovate  without  subsidies 
or  "advice"  from  London.  But  Britain's 
educational  establishment  still  has 
some  cards  to  play.  The  Council  for 
National  Academic  Awards  has  not 
yet  granted  the  new  school  complete 
accreditation. 


Business 

Bee  Bandits 

The  $24-million  California  bee  in- 
dustry, stung  by  decreasing  numbers 
of  bee  colonies  because  of  poor  spring 
weather  and  losses  from  pesticide 
poisoning,  has  a  new  problem— bee 
thieves.  As  many  hives  have  been 
stolen  in  the  first  five  months  of  1975 
as  in  all  of  1974,  so  beekeepers  are 
resorting  to  burglar  alarms  and  heavy 
fines  for  "bee  rustlers"  attracted  by 
current  high  prices.  Packaged  bees 
now  sell  for  $5  a  pound,  queen  bees 
for  $5  each. 

Bernie  Blue  Box 

The  June  wire-fraud  indictment  of 
Bernard  Cornfeld,  former  head  of  In- 
vestors Overseas  Services,  is  merely 
another  indication  of  the  growing 
problem  of  phone  fraud.  Charging 
calls  to  false  credit  card  or  telephone 
numbers  has  been  costing  American 
Telephone  &  Telegraph  about  $16 
million  a  year  for  the  past  three  years. 
But  this  does  not  include  losses  from 
electronic  toll  fraud,  because  there  is 
no  record  of  such  calls,  which  AT&T 
estimates  to  cost  anywhere  from  $1 
million  to  "maybe  20  or  30  times 
that."  Cornfeld  was  charged  with  us- 
ing the  most  common  device  for  elec- 
tronic toll  fraud-the  "blue  box."  This 
multifrequency  generator  duplicates 
the  tones  of  the  phone  system,  guid- 
ing the  user  unnoticed  through  the 
complicated  network.  Organized 
crime  also  likes  the  blue  box  because 
it  leaves  no  trace  of  implicating  calls. 


Radiation  Curing 

New  techniques  of  radiation  cur- 
ing of  inks  and  coatings,  using  ultra- 
violet or  low-energy  electron  beams, 
show  promise  of  rescuing  the  coating 
industry  from  the  high  cost  of  drying, 
says  an  Arthur  D.  Little  study.  The 
advantages  are  many:  Curing  is  ac- 
complished with  only  one-third  the 
energy  and  one-fifth  the  equipment 
cost  for  heat  curing,  and  the  special 
paints  and  inks  employed  eliminate 
solvent  emission  problems.  Ultraviolet 
drying  is  so  quick  that  one  beer-can 
maker  replaced  an  80-foot  drying  oven 
with  a  curing  chamber  only  15  feet 
long  and  four  feet  wide.  Under  the 
new  process  the  cans  go  through  at 
a  rate  of  600  per  minute,  with  each 
can  exposed  to  UV  radiation  for  only 
1.5  seconds  to  2  seconds. 

Bike  Breakthrough? 

A  new  electric  bicycle  may  be  the 
spark  needed  to  revitalize  slumping 
sales  (Trends  6-  Tangents,  June  15). 
Developed  in  Britain,  the  bicycle  runs 
on  a  built-in  rechargable  battery  that 
can  last  for  a  30-mile  stretch,  and  it 
can  go  up  to  15  quiet,  nonpolluting 
miles  per  hour.  To  recharge,  the  bike 
is  simply  plugged  into  a  wall  socket 
for  a  few  hours.  For  emergencies  or 
exercise,  old-fashioned  pedals  are 
standard  equipment.   ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  Q  1  year  $15.00 
□  3  years  $30.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  orders, 
add  $4  a  year;  other  foreign,  add  $9 
a  year. 

Subscription  Service  Manager, 
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Why  Puerto  Rico  has  become 

my  standard  forjudging 

investment  opportunities  in  the  world 

by  Pierre  A.  Rinfiret 


One  of  the  nation's  most  influen- 
tial business  economists  reports  on 
a  recent  trip  to  Puerto  Rico. 

Read  why  he  says  this  U.S. 
island  "offers  investors  the  most 
attractive  tax  incentive  programs 
available  anywhere  in  the  world 
today."  Then  send  coupon  below 
for  details. 

June  1975 

"*The  Commonwealth  of  Puerto 
Rico  asked  if  I  would  recommend  U.S. 
capital  investment  there. 

I  went  to  judge  its  incentive  pro- 
gram firsthand,  on  condition  that  my 
conclusions  would  be  accepted  with- 
out change. 

There  are  things  about  Puerto 
Rico  which  delight  me  and  reinforce 
my  faith  in  the  vibrancy  and  dyna- 
mism of  the  free-enterprise  system. 

Belie ve  in  free  enterprise 

The  base,  the  key,  of  Puerto  Rico  is 
that  the  private  sector  can  do  more  to 
develop  the  Commonwealth  than  can 
government.  You  will  have  to  admit 
that  sets  Puerto  Rico  apart  from  most, 
if  not  all,  countries  of  the  free  world. 
The  political  leaders  of  Puerto  Rico 
believe  in  free  enterprise. 

In  the  past  several  years,  we  have 
seen  one  political  region  after  another 
spend  itself  into  trouble.  We  have  seen 
the  deterioration  of  state  finances  and 
some  near-misses  in  city  bankruptcy. 

Balanced  their  budget 

When  the  worldwide  recession  of 
1974-1975  hit,  Puerto  Rico  had  the 
courage  and  foresight  to  put  a  lid  on 
spending,  increase  taxes  to  pay  for  the 
deficit,  and  balance  their  budget. 
Their  financial  house  is  in  order. 

Puerto  Rico  realizes  that  it  can 
grow  and  create  jobs  for  its  people  only 
by  attracting  private  industry  and  pri- 
vate capital  investment.  The  Com- 
monwealth of  Puerto  Rico  offers 
investors  the  most  attractive  tax 


Pierre  A  Rinfret,  President  of Rinfret-Boston 

Associates,  Inc.,  international  economic  and 

financial  intelligence  firm,  says  of  Puerto  Rico 

as  a  business  investment  site:  "I  like  what  I 

found  in  Puerto  Rico. " 

incentive  programs  available  any- 
where in  the  world  today. 

*Rich  0011*  for  investment 

Puerto  Rico  means  'rich  port.'  Puerto 
Rico  is  a  rich  port  for  investment.  It 
provides  political  stability,  an  avail- 
able labor  supply,  fiscal  integrity,  a 
dedication  to  free  enterprise,  and 
access  to  American  and  Latin  Ameri- 
can markets. 

I  am  glad  I  went  to  Puerto  Rico. 
On  my  next  trip  around  the  globe, 
Puerto  Rico  will  be  the  standard  by 
which  I  judge  other  investment  oppor- 
tunities in  the  world.  ^^ 

e1975  Rinfret- Boston  Associates,  Inc. 

Puerto  Rico's  Benefits 

Puerto  Rico  is  a  Commonwealth  freely 
associated  with  the  United  States 
through  a  compact  of  union  which 
elevated  the  island  from  territorial 
status  in  1952. 

The  island's  three  million  people 
—whose  median  age  is  less  than  20 


years— need  jobs  and  they  want  to 
work.  In  order  to  help  overcome  the 
effects  of  the  recession,  the  Com- 
monwealth has  broadened  its  tax  and 
incentive  benefits  to  industry. 
These  benefits  include: 

1.  No  federal  taxes.  Federal  taxes 
on  corporate  profits  do  not  apply. 

2.  100%  exemption  from  all 
local  taxes.  No  tax  on  corporate 
income,  real  or  personal  property.  No 
excise  or  municipal  taxes. 

3.  Free  worker  training  pro- 
gram. Puerto  Rico's  new  P.E.T.  (Pre- 
Employment  Training  Program)  will 
pay  the  full  cost  of  recruiting,  testing 
and  training  your  workers  if  you 
employ  300  or  more. 

4»  25%  wage  rebate.  If  you  quali- 
fy, the  government  will  rebate  up  to 
25%  of  your  labor  costs  for  the  first 
two  years  of  operation.  And  will  pay 
you  back  in  the  third  and  fourth. 

Send  for  free  Profit  Kit 

Get  more  information.  Fill  out  the 
coupon  below  and  send  it  to  us  now. 

Commonwealth  of  Puerto  Rico 
Economic  Development  Administration 
Dept  FB- 1 7,  1290  Ave.  of  the  Americas 
New  York,  N.Y.  10019 

I'd  like  to  find  out  more  on  the  profit  in- 
centives to  manufacturers  in  Puerto  Rico, 
the  U.S.  island  that  economist  Pierre 
Rinfret  now  calls  "my  standard  for  judging 
investment  opportunities  in  the  world" 

Please  send  me  your  Profit  Kit  with  facts 
and  figures. 

The  products  I  might  be  interested  in 
manufacturing  in  Puerto  Rico  are: 


Name 
Title- 


Company- 
Address  _ 
City 


.State. 


.Zip_ 


©1975  Commonwealth  of  Puerto  Rico 


s» 


FROM  1795  TO  TODAY  -  FOR  180  YEARS 

SIX  GENERATIONS  OF  THE  BEAM  FAMIL*  HAVE  BEEN 

MAWN6  THE  WORLD'S  FINEST  BOURBON. 


t <S  SUBJECT  To 

TWICE  AS  MUCH 

DESTRUCTIVE 

ENERGY  AS  A 

BULLET  FIRED 

FROM  A 
.38  CALIBRE 

PISTOL 


ONLY  ONE  BASEBALL 

WAS  USED  IN  A  6AME 

BETWEEN  COLUMBUS 

AND  KANSAS  CITy 

April  11.1912 
A  TOTAL  OF  28  HITS  AA/0 
/5WS  WERE  SCORED! 
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Readers  Say 


Unintended  Result 

Sir:  You  have  acted  positively  by 
bringing  to  the  public's  attention  the 
Department  of  Housing  and  Urban 
Development's  diversion  of  some  of 
the  new  authority  granted  it  by  the 
housing  law  enacted  last  year  (July 
CI ) .  I  doubt  that  any  of  the  propo- 
nents of  this  concept  ever  envisioned 
that  HUD  would  stretch  the  law's 
general  language  to  provide  insurance 
for  "distress  projects"  yet  to  be  com- 
pleted. I  have  introduced  legislation 
which  would  limit  the  program  to  the 
crucial  purpose  originally  intended, 
that  of  helping  to  preserve  older 
low-  and  moderate-income  housing. 
I  have  also  urged  Secretary  Carla 
Hills  to  assure  sound  underwriting  in 
the  temporary  HUD  program  and 
have  urged  close  congressional  over- 
sight of  this  operation. 

—Robert  Taft  Jr. 

U.S.  Senate  (Rep.,  Ohio) 

Washington,  D.C. 

Cud  You  Tell  The  Difference? 

Sir:  Re  your  comment  concerning 
girls  chewing  gum  ( Fact  6-  Comment, 
July  1).  I  heard  a  similar  comment 
many  years  ago:  "How  can  you  tell 
the  difference  between  a  flapper 
chewing  gum  and  a  cow  chewing 
cud?  By  the  intelligent  look  on  the 
face  of  the  cow." 

— F.W.  von  Meister 
Peapack,  N.J. 

Sir:  Is  it  necessary  to  make  such 
an  overt  comment  on  your  apparent 
attitude  of  females  as  objects  to  be 
admired  for  our  looks? 

—Donna  Leone  Lancaster 
Dayton,  Ohio 

Healthy  Again 

Sir:  Like  most  industries,  the  fro- 
zen foods  industry  (July  15)  found 
out  it  was  not  recession-proof  last 
year.  But  then,  what  industry  was? 
The  amount  of  freezer  space  being 
designed  into  today's  new  supermar- 
kets and  our  sales  levels  of  the  last 
few  months  would  indicate  to  us  that 
we  have  weathered  the  inflationary- 
recessionary  malady  and  are  in  good 
health. 

—Alan  M  m  Donald 
President. 

Stouffer  Foods 
Solon.  ( ►hio 

Sir:    I  challenge  your  stance   thai 

convenience    foods    are    all    ox    even 

predominantly    "higher    priced"    and 

"plastic"  (Fact  <b  Comment.  July  15). 

(Continued  on  page  S5) 
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The  American  Boss 


Because  he  cares,  he's  more  carefree. 

President,  small  business.  With  all  the  worries  of  the  corporate  giants 
but  not  the  staff  to  help  him  make  decisions.  A  lonely  spot. 

That's  where  American  Mutual  comes  in. 

He  hires  us  because  he  cares  about  his  people.  In  case  of  a 
plant  accident,  we  will  be  on  the  scene  within  hours.  Should 
rehabilitation  be  necessary,  the  boss  knows  we're  tops  in  this  field. 
And  the  best  medical  talents  are  available  to  his  people. 

t  We  help  The  American  Boss  make  his  company  a  safer  place 
to  work;  we  also  offer  him  our  exclusive  Executive  Protection  Index 
service,  attractive  personal  and  group  insurance  programs, 
pension  plans  and  much  more. 

The  nation's  first  mutual  liability  company  makes  his  job 
a  little  more  carefree  and  gratifying,  by  helping  keep 
everybody  safe,  and  sound. 


American 

J\j^Utlial  We  want  to  keep  you  safe,  and  sound. 

INSURANCE  COMPANIES, 
WAKEFIELD,  MASS.  01 880 


Westinghouse  today... 


Lockstep,  GNP  growth  and  energy 
growth  move  together 


I2r 


10  - 


4  - 


2  - 


%  ANNUAL  GROWTH  IN  CONSTANT  S- 
GNP  AND  TOTAL  U.S.  ENERGY  INPUT 


1946  48    '50 


Today  we  are  in  the  first  month  of  a  new  Federal  fiscal  year. 
A  good  time  to  consider  the  GNP,  and  what  it  takes  to  make 
it  grow. 

History  shows,  as  the  Gross  National  Product  grows, 
Gross  National  Energy  Input  grows.  Glance  at  the  chart. 

This  is  not  to  suggest  that  more  energy  causes  more 
GNP.  But  the  correlation  makes  a  striking  case  for  the  view 
that  the  GNP  grows  only  when  energy  is  added  to  allow 
it  to  grow. 

For  decades,  the  National  Energy  Input  has  grown 
mainly  by  burning  more  and  more  oil  and  gas. 

Now  that  this  is  no  longer  an  acceptable  solution,  the 
only  viable  alternative  available  is  to  develop  more  and  more 
of  the  country's  energy  from  plentiful  coal  and  nuclear  fuel. 

This  could  vastly  reduce  oil  imports  by  1 990 — and,  at 
the  same  time,  provide  the  energy  growth  to  permit  a  strong 
growth  of  the  GNP. 


'With  all  thy  getting  get  understanding" 


Fact  and  Comment 


WHAT'S   THE  ANSWER  TO  99   OUT  OF   100   QUESTIONS? 

Money. 

WHERE   WILL  IT  END? 


Caspar  Weinberger  may  make  a  bigger  impact  with  his 
comments  on  leaving  the  office  of  Secretary  of  Health, 
Education  and  Welfare  than  he  has  had  on  that  endlessly 
multiplying  federal  department  as  its  head  since  1973. 

He  observed:  "If  social  programs  continue  growing  for 
the  next  two  decades  at  the  same  pace  they  have  in  the 
last  two,  we  will  spend  more  than  half  of  our  whole  gross 


when  Richard  Nixon  briefly  advocated— but  soon  aban- 
doned—a proposal  for  a  minimum  income  as  a  less  costly, 
far  more  sensible  way  of  coping  with  poverty  and  welfare? 
Observed  the  conservative,  onetime-Reagan-budget- 
maker  Weinberger:  "There  is  a  way  to  end  the  welfare 
mess,  and  it  is  by  adopting  a  completely  new  system  that 
would  be  coordinated  and  administered  through  our  tax 


national  product  for  domestic  social  programs  alone  by  the      system.  We  should  abolish  AFDC  [Aid  to  Families  with 


year  2000.  At  that  point,  Government  would  be  like  a 
gigantic  sponge,  sopping  up  all  the  nation's  surplus  capital 
needed  for  industrial  growth  and  modernization.  Lacking 
funds  for  these  vital  purposes,  we  would  no  longer  have 
enough  surplus  capital  left  to  invest  in  job-producing 
activities  in  the  private  sector  and  it  is  that  kind  of  in- 
vestment which  has  always  pulled  us  out  of  recessions 
and  depressions  in  the  past." 

Do  you  remember,  relatively  early  in  his   Presidency, 


Dependent  Children],  food  stamps  and  SSI  [Supple- 
mental Security  Income]  right  now,  and  substitute  a 
simple  cash  grant,  based  on  need,  measured  by  income, 
and  payable  only  to  those  who  meet  a  strong  work  re- 
quirement if  they  are  able  to  work.  Those  with  incomes 
above  the  figure  set  by  Congress  would  pay  taxes.  The 
amount  of  cash  supplement  received,  like  the  amount  of 
taxes  paid  today,  would  vary  with  the  income  level  of 
the  family." 


WHEN  IT  COMES   TO  MULTIPLYING,    RABBITS   ARE   SLUGGARDS 


compared  with  the  rate  at  which  bureaucracies  proliferate 
jobs. 

Take  New  York  City's  Department  of  Sanitation. 

Now,  everybody  knows  you  need  a  garbageman  to  pick 
up  the  city's  garbage  and  a  street  cleaner  to  clean  the 
street.  But  then,  for  four  men,  add,  say,  a  foreman;  for 
four  foremen,  a  section  boss;  above  them,  supervisors;  on 
top  of  which  there  must  be  super  supervisors.  Then  there 
is  the  division  to  buy  equipment  and  supplies;  the  mainte- 
nance division;  the  planners;  the  legal  corps  and  another 
bunch  to  check  up  and  see  if  all  the  others   are  doing 


what  they're  supposed  to  be  doing.  So,  finally,  for  each 
man  picking  up  the  garbage  or  sweeping  the  street,  there 
are  another  dozen  on  top  of  him  and  behind  him. 

When  the  city's  nearly  broke  and  1,434  are  let  go  from 
a  department  of  10,500  people,  the  Sanitation  Commis- 
sioner announces  that  pickups  will  be  cut  in  half  in  the 
areas  of  greatest  need,  and  sweeping  will  end  on  most 
secondary  streets. 

How's  that  for  a  scary  example  of  bureaucracy  pro- 
liferation .  .  .  lose  only  13%  of  the  workers,  but  507c  of  the 
output! 
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THE   FORBES   DART  FUND 


\  as  established  in  1967  by  throwing 
larts  at  the  stock  listings  of  the 
New  York  Times.  In  the  June  1  is- 
sue (p.  64)  a  progress  report  was 
made;  the  fund  continues  to  do 
better  than  the  experts  and  to  elicit 
assorted  comments. 

Reports  G.  Skwira  in  the  Miami 
Herald,  "Score  another  point  for  the 
blindfolded  monkeys.  .  .  .  Yet  another 
shred  of  evidence  to  the  random-walk 
argument— in  support  of  the  'dartists' 
rather  than  the  chartists."  Comments 
the  Cedar  Rapids  Gazette:  "The  se- 


cret of  success,  conclude  Forbes'  edi- 
tors, is  nonmanagement.  No  brain- 
storming over  when  to  sell;  no  search- 
ing for  skyrocketing  new  investments. 
All  of  which  suggests  there  is  some 
virtue,  after  all,  in  taking  things  easy." 
cFrom  an  investment  executive  at 
Shearson  Hayden  Stone  comes  this 
query:  "We  are  considering  the  same 
strategy.  We  are  wondering  if  you 
used  the  safety  suction  cup  type  dart 
and  were  allowed  to  select  any  stock 
within  the  confines  of  its  perimeter? 
Or  were  you  really  that  pinpointy?" 


BRACKETING   STOCKBROKERS 


It  hadn't  occurred  to  me 
that  stockbrokers  had  any 
greater  problems  than  the 
rest  of  us,  but  the  follow- 
ing Course  description  from 
the  University  of  San  Fran- 
cisco's summer  catalog  sug- 
gests that  they  might  indeed 
need  special  help. 


— A-~- 


-w>^«» 


261   Laboratory  in  Pastoral  Ministries  63261 

?  units 
Using  the  "language  of  relationships"  to  com- 
.nun irate  with  persons  with  unusual  needs  nnd 
lifestyles,  such  «i>  the  suk,  the  aging,  broken 
families,  communal  families,  alcoholics,  eth- 
nit  minorities,  homosexuals,  stockbroker 
Rev.  Cross  July  I  1-Augusi  I 

Room:  CI 2  MTW  fhl  7:30-10:00  I 


I  HOPE  THE  SENATOR  ISN'T  HOLDING  HIS  BREATH 

"Sen.  George  McGovern  of  South  Dakota  said  he  would 
accept  the  Democratic  Presidential  nomination  if  it  were 
offered.  .  .  ."  —Wall    Street    Journal. 


IT'S   EVERYTHING 

Grandfatherhood. 

With  two-year-old  twin  granddaughters  and  another 
grandchild  in  the  offing  this  fall,  it  is  most  gratifying  to 
report  from  firsthand  experience  that  my  wife  and  I  have 
found  being  grandparents  is  even  more  fun  than  the  re- 
ports report. 

What  our  children's  children  in  turn  think  about  their 
parents'  parents  is  as  yet  a  bit  more  difficult  to  ascertain 
first  hand,  but  from  a  delightful  wee  volume  containing 
kids'  replies  to  the  question  "What  is  a  Grandfather,"* 
I'd  like  to  quote  a  few  interesting  responses: 

A  grandfather  is  a  person  who  trys  to  remember  you  all 

•Compiled  by  Lee  Parr  McGrath  and  Joan  Scobey,  Essandess  Special 
Edition,  Simon  &  Schuster,  New  York,  N.Y.,  paper,  $1.50. 


THEY   SAY  IT  IS 

the  time.  He  wants  to  be  with  you  everywhere  you  go, 
but  he  doesn't  get  mad  if  you  don't  take  him— Ted 

Grandfathers  take  you  places  when  everybody  else  is 
busy— Manuel 

I  have  two  grandfathers  and  if  ones  not  being  good  to 
me  the  other  is.— Florence 

When  you  and  your  grandfather  both  shoot  at  a  duck  he 
says   you  hit  it.— Carl 

A  grandpa  has  time  to  listen  because  he  did  his  work 
when  he  was  young  and  he  doesn't  have  to  keep  a  job 
now— Maggie 

All  I  know  is  that  a  grandfather  is  a  very  talkative 
man.  He  has  a  lot  to  say  about  everything,  even  when 
you  don't  ask  questions.— Lenny 


SPEAKING  OF  CARDS,  CANDY  &  OTHER  THINGS 

Why  is  it  that  the  one  you  want  is  always  on  the  bottom? 


AGING   ENTITLES   ONE 

to  be  tuckered,  but  not  puckered. 


OLD   AGE 

is  not  lor  sissies 
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-Malcolm  S.  Forbes, 


Other  Comments. 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


$4  Billion  in  Food  Stamps 

.  .  .  [former  HEW  Secretary  Cas- 
par] Weinberger  picked  the  food 
stamp  operation  to  illustrate  how  he 
sees  welfare  programs  evolving.  He 
said  it  had  started  for  about  $40  mil- 
lion as  a  means  of  getting  surplus 
commodities  to  the  needy.  Now  it  has 
mushroomed  into  something  that  will 
cost  about  $4  billion  a  year,  reaching 
upward  of  15  million  people.  The 
school  milk  program  has  become  just 
a  means  of  selling  milk,  he  said. 

—by  Wallace  Turner, 
New  York  Times. 

Start  of  a  Crisis 

The  idea  [the  Eisenhower  High- 
way Act  of  1955-56]  was  breathtak- 
ing—over $33  billion  to  be  spent  on 
the  largest  system  of  road-building 
ever  undertaken  anywhere,  to  be  paid 
for  democratically  by  simple  taxes  on 
gasoline  and  tires.  The  revenues  would 
be  used  for  the  best  and  safest  system 
of  roads  ever  engineered.  .  .  .  The  sim- 
ple tax  by  now  has  become  a  swollen 
sack  of  money  in  Washington,  a  burst- 
ing bladder  of  funds  that  no  one 
knows  how  to  use  for  good  purpose. 

The  railways  protested  the  act.  .  .  . 
Twenty  years  after  the  act  was  passed, 


most  of  the  Northeast  railways  were 
close  to  bankruptcy  and  rail  passenger 
transportation  had  become  a  Federal 
burden.  Meanwhile,  the  nation,  in- 
vited by  the  new  highways  to  become 
guzzlers  of  gasoline,  had  learned  to 
drive  five  miles  for  a  six-pack  of  beer 
or  a  pound  of  butter.  Twenty  years 
later,  their  appetitie  for  driving  had 
become  the  Energy  Crisis.  .  .  .  Ameri- 
ca was  dependent  on  imported  fuel— 
and  more  vulnerable  to  economic  war- 
fare than  ever  before  in  her  history. 
—Theodore  White,  Breach  of  Faith. 

How  Not  To  Freeze 

From  an  observer  reflecting  on  the 
irresistible  growth  of  "Big  Govern- 
ment": "In  1957,  President  Eisenhow- 
er put  a  freeze  on  creation  of  new 
federal  agencies  and  ordered  a  survey 
to  determine  how  many  could  be  done 
away  with.  Since  that  order  was  is- 
sued, more  than  200  federal  agencies 
have  been  created,  and  only  21  old 
ones  have  been  abandoned." 

— U.S.  News  6-  World  Report. 

Critics 

Sean  Connery  as  Raisuli  [in  The 
Wind  and  the  Lion],  the  courtly  des- 
ert brigand,  often  sounds   as  if  he'd 


taken  a  degree  in  fortune-cookie  phi- 
losophy at  Edinburgh  University. 

The  Day  of  the  Locust  is  like  a 
DeMille  version  of  The  Ten  Com- 
mandments in  which  everyone  gets 
drowned  crossing  the  Red  Sea. 

—Vincent  Canby, 
New  York  Times. 
*     *     * 

Gene  Wilder  taps  a  private  mad- 
ness. In  Start  the  Revolution  Without 
Me,  he  played  a  French  nobleman 
who  was  offering  a  tidbit  to  the  fal- 
con on  his  wrist  when  his  wife  point- 
ed out  that  the  falcon  was  dead. 
With  the  calm  of  the  utterly  insane, 
he  said  to  her,  "Repeat  that." 

—Pauline  Kael,  The  New  Yorker. 

.  .  .  Gastone  Rossilli  steals  the  show 
[Little  Black  Sheep]  as  a  trans vestite 
priest,  but  alas!  to  steal  a  show  that 
it  would  be  difficult  to  give  away  is 
a  compliment  far  smaller  than  he 
deserves. 

—Brendan  Gill,  The  New  Yorker. 

Solution 

You  can  always  get  someone  to  love 
you— even  if  you  have  to  do  it  your- 
self. —Tom   Masson. 


HELP  THE  CITY  IF  IT  HELPS   ITSELF 

by  M.  S.  Forbes  Jr. 


If  New  York  City  follows  through 
on  all  its  promised  cutbacks,  then 
the  Government  or  the  Federal  Re- 
serve should  assist  the  Municipal 
Assistance  Corp.  (Big  MAC)  in 
selling  its  bonds,  either  by  guaran- 
teeing them  or  buying  them  or  even 
permitting  them  to  be  used  at  face 
value  as  collateral  for  Federal  Re- 
serve loans. 

Such  a  move  would  not  set  an 
unhealthy  precedent  since  the  aid 
would  have  been  based  on  genuine 
remedial  action  by  the  city  instead 
of  rhetoric. 

A  New  York  City  default  would 
have  a  devastating  impact  on  fi- 
nancial markets.  Investors  would  be 
loath  to  invest  their  funds  in  al- 
most any  municipal  or  corporate 
issue,  and  then  only  at  a  stiff  price. 
The  economic  recovery  would  be 
set  back. 

Treasury  Secretary  William  Si- 
mon and  Federal  Reserve  Board 
Chairman  Arthur  Burns  feel  that  if 
New  York  takes  drastic  steps  gov- 
ernment help  won't  be  necessary. 

Yet    it    is    improbable    that    Big 


MAC  can  raise  $2  billion  from  the 
public  in  the  next  few  weeks  no 
matter  what  the  city  does. 

Fortunately,  President  Ford  isn't 
so  dogmatic.  When  asked  by 
Forbes  (June  1) :  "If  there  is  such 
substantive  and  real  action,  then 
you  foresee  the  government  agen- 
cies in  effect  underwriting  the  city's 
bonds  on  some  kind  of  temporary 
basis?"  the  President  replied,  "I 
wouldn't  pick  a  solution,  but  I 
think  if  there  is  some  firm  correc- 
tive action,  that  is  for  keeps,  I 
think  I  would  have  to  look  at  other 
alternatives." 

Let  us  hope  the  President  is  do- 
ing that  now. 

#      *      * 

The  Labor  Department  is  formu- 
lating proposals  to  overhaul  col- 
lective bargaining  in  the  construc- 
tion industry. 

Currently  each  district  or  local 
conducts  its  own  negotiations, 
thereby  encouraging  "leapfrog- 
ging," where  one  local  feels  it  must 
get  a  better  deal  for  its  members 
than  a  neighboring  one,  even  if  the 


increased  benefits  cost  them  jobs. 
Although  20%  of  the  nation's  con- 
struction workers  are  now  unem- 
ployed, labor  wage  settlements  are 
still  rising,  8.1%  on  average  so  far 
this  year,  and  in  some  cases,  as 
much  as  20%. 

The  contemplated  overhaul  re- 
portedly would  include  incentives 
for  regional  negotiations,  manda- 
tory arbitration  of  local  strikes  and 
giving  unions  more  control  over 
their  locals. 

Sky-high  construction  costs  are 
the  prime  reason  why  the  building 
of  new  plant  has  become  prohibi- 
tively expensive  in  many  industries, 
not  to  mention  what  they  have 
done  to  housing. 

If  Labor  Secretary  John  Dunlop 
can  win  labor  and  management 
support  for  such  far-reaching 
changes— as  a  man  long-trusted  by 
both  sides  of  the  industry  he  has 
a  fair  chance  of  doing  it— and  then 
congressional  approval,  he  will 
have  made  an  infinitely  impactful 
contribution  to  the  fight  against 
inflation. 
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Grumman,  for  one. 

Missiles  can  deliver  a  25-megaton 
ayload  from  half  a  world  away, 
lissile  submarines  can  hit  almost 
lywhere  from  anywhere  else.  And 
»ng-range  bombers  can  fly  a 
3,000-lb.  payload  7,800  miles. 

But  that  isn't  what  has  put 
rrumman  into  the  watchful  waiting 
usiness.  It's  the  possible  flare-up  of 
tore  limited  brushfire  wars. 

Because  you  only  get  hit  when 
Dure  not  looking,  Grumman's 
rcraft  and  systems  for  intensive 
irveillance  monitor  hot  spots  to 
sip  our  country  and  its  friends  get 
good  nights  sleep. 

Big  eye  in  the  sky. 

Could  Grumman  come  up  with  a 
irner-based  plane  that  would  keep 
i  eye  on  thousands  of  square 
lies,  asked  the  Defense  Depart- 


ment. We  did:  the  E-2C  Hawkeye. 
From  its  24-foot  rotodome  (which 
looks  like  a  giant  pancake  atop  its 
fuselage),  one  Hawkeye  plane  can 
monitor  over  three  million  cubic 
miles  of  air  space  against  attack. 

Our  Grumman  EA-6B  Prowler 
jet,  built  for  the  Navy,  not  only  is 
an  airborne  crow's  nest,  but  can 
confuse  and  jam  enemy  defense 
systems.  And  the  Grumman  A-6 
Intruder  jet  carries  anti-radiation 
missiles  to  suppress  the  other  guy's 
surface-to-air  missiles. 

We're  brewing  up  an  anti-sub- 
marine watcher  system  that  can  be 
carried  by  current  Navy  aircraft. 
And  airborne  counter-intelligence 
systems  that  talk  to  computers. 

Not  everything  we  make  flies. 
Our  motor  vans  and  buses  don't 
fly.  Our  systems  to  recycle  solid 
waste,  conserve  energy,  and 


monitor  surgery  in  hospitals  don't. 
And  nothing  looks  less  likely  to  take 
to  the  air  than  the  Lunar  Module 
we  built  to  take  men  to  and  from 
the  surface  of  the  moon. 

Grumman.  Where  people 
make  the  difference. 

So  the  common  denominator  of 
Grumman  is  not  flight.  It  is  people 
with  a  particular  ability  to  transfer 
'  something  they  learn  in  one  tech- 
nology and  apply  to  another.  People 
with  the  imagination  to  find  oppor- 
tunity in  what  some  companies 
would  regard  as  a  problem. 

So  think  of  Grumman  not  as  an 
aircraft  company,  not  just  as  re- 
markably diversified,  but  as  a 
company  where  our  people  make 
the  difference  in  everything  we  make 

Grumman  Corporation, 
Bethpage,  New  York  11714. 


Who  does  a  nation  talk  to  these  days 
to  get  a  good  night's  sleep? 


GRUMMAN 


Forbes 

Crime  In  The  Suites 


If  you  rob  a  bank  with  a  gun  and  take,  say, 

$50,000,  you  go  to  jail.  What  happens 

if  you  rob  it  of,  say,  a  few  hundred  millions, 

but  with  a  pen,  not  a  gun?  The  apparent  answer  is: 

Next  to  nothing  happens  to  you. 


The  sleek  yacht  slipped  from  its 
moorings  one  day  last  month  and 
headed  out  San  Diego  Bay,  bound  for 
Catalina  Island.  On  board,  in  com- 
mand of  his  65-foot  Kamika  V,  rode 
C.  Arn holt  Smith,  convicted  swindler 
—indeed,  perhaps  the  swindler  of 
the  century— out  for  a  pleasure  cruise 
with  his  wife,  grandson  and  crew. 

The  dapper,  76-year-old  yachts- 
man must  have  felt  at  peace  with  the 
world.  Only  the  day  before,  San  Di- 
ego newspapers  had  reported  the 
terms  of  the  penalty  he  will  have  to 
pay  for  what  his  bankruptcy  trustees 
have  called  "one  of  the  largest  system- 
atic lootings  of  a  public  company 
ever  recorded  in  the  history  of  this 
country."  The  "penalty":  a  $30,000 
fine,  to  be  paid  at  the  rate  of  $100  a 
month  over  the  next  25  years— with 
no  interest.  It  was  the  merest  slap  on 
the  wrist  for  one  of  the  great  swin- 
dlers of  our  time. 

Barely  a  month  earlier,  the  former 
chairman  of  the  U.S.  National  Bank 
and  Westgate-Califomia  Corp.  stood 
before  U.S.  District  Court  Judge  Rob-. 
eft  Schnacke  and  entered  pleas  of 
nolo  contendere  to  charges  of  con- 
spiracy, misapplication  of  bank  funds, 
filing  false  statements  and  making 
false  entries  in  USNB's  books.  It  was 
identical  to  a  plea  of  guilt,  said  the 
judge,  who  then  listened  while  Smith 
tearfully  protested  that  he  never 
looted  his  companies  or  did  anything 
he  thought  would  injure  his  stock- 
holders.. Over  the  objections  of  the 
Assistant  U.S.  Attorney,  Smith's  per- 
formance drew  five  years'  probation 
ami  the  token  fine'. 

Without  a  trial,  the  public  was  de- 
nied a  detailed  account  of  what  hap- 
pened. The  truth  may  or  may  not 
seep  out  gradually  in  the  scores  of 
civil  actions  swirling  around  Smith's 
fallen  empire.  But  his  no-contest  plea, 
unlike  a  finding  of  guilt,  will  not  prej- 
udice Smith's  defense   in   these  suits. 

For  now ,  Smith  explains  away  his 
felonies  as  "just  things  that  fell 
through  the  cracks."  But  close  in- 
spection    reveals     that     the    "cracks" 
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amounted  to  a  Grand  Canyon  of  lar- 
ceny that  may  have  gone  on  for  dec- 
ades and  certainly  went  on  for  years. 
At  the  peak  of  his  power,  Smith 
controlled  a  bank  with  nearly  $1  bil- 
lion in  deposits,  a  $200-million  con- 
glomerate called  Westgate-Califomia 
with  interests  in  tuna-packing,  pro- 
duce, transportation  and  real  estate; 
a  brokerage  house  (First  California 
Co. ) ;  and  a  myriad  of  private  com- 
panies, including  over  100  file-drawer 
shells  that  were  formed  and  dissolved 
over  the  years. 

Humble  Start 

Not  bad  for  a  poor  boy  born  in  the 
last  year  of  the  19th  century  in  Walla 
Walla,  Wash.  Smith  dropped  out  of 
high  school  to  work  as  a  grocery 
clerk.  Then,  starting  as  a  teller,  Smith 
apprenticed  in  banking  with  the 
Bank  of  Italy  (which  became  the 
Bank  of  America)  and  he  served  the 
bank  faithfully  in  Southern  California 
for  16  years.  He  formed  his  first 
private  investment  company  in  the 
Twenties,  U.S.  Holding  Co.,  which 
was  one  of  a  number  of  companies  of 
the  same  name  that  eventually  sen  ed 
as   his   private    dealmaking   umbrella. 

During  World  War  II  Smith  con- 
trolled a  company  called  National  Iron 
Works,  which  became  National  Steel 
&  Shipbuilding,  a  firm  that  built  de- 
stroyers for  use  against  the  Japanese. 
In  conversion  to  peacetime,  National 
built  seiners  for  San  Diego's  tuna  fleet, 
now  the  largest  in  the  world. 

His  fleets  of  tuna  boats  and  taxis 
were  a  side  interest:  Smith  was  first 
and  foremost  a  banker.  In  1933  he 
bought  control  of  U.S.  National  Bank, 
then  a  one-branch  operation  in  the 
quiet  navy  town  of  San  Diego.  The 
community  then  had  148,000  inhabi- 
tants, and  Smith's  single-branch  bank 
had  $1.8  million  in  deposits.  Today 
San  Diego  is  the  second-largest  city 
in  California  and  USNB  is  a  $150- 
million-plus  liability  for  the  Federal 
Deposit  Insurance  Corp. 

Imagine,  if  you  will,  a  bank  that 
had  a  former  bookie  in  charge  of  busi- 
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ness  development  and  kept  a  prayer 
inoni  For  employees.  Imagine  a  bank 
that  had  $345  million  in  loans  out  to 
companies  in  which  the  chairman  had 
an  interest— totaling  575%  of  the  bank's 
capital.  (A  former  associate  once  il- 
lustrated Smith's  conception  of  an 
arm's-length  transaction  by  pointing 
his  elbow  at  his  office  ceiling. )  Imag- 
ine a  big  bank  where  one  man  con- 
trolled the  stock,  analyzed  the  cred- 
its, prepared  the  appraisals,  approved 
the  loans  and  kept  his  own  records. 
In  its  heyday,  that  was  U.S.  National 
Bank  of'  San  Diego.  When  USNB 
failed  in  October  1973,  it  promised 
to  cost  the  FDIC  more  than  the  fail- 
ure of  all  other  U.S.  banks  combined 
since  1933. 

Reduced  to  essentials,  Smith's  loot- 
ing took  the  form  of  using  his  pri- 
\  ate  companies  to  siphon  money  out 
of  USNB  and  thence  into  Westgate  or 
the  pockets  of  Smith  and  his  friends. 
Much  of  the  money  passed  through 
one  of  two  Smith  operations:  Sov- 
ereign States  Capital  Corp.,  estab- 
lished in  the  mid-Fifties  for  the  bene- 
fit of  Smith's  grandson;  and  British 
Columbia  Investment  Co.,  the  corpo- 
rate shell  of  a  defunct  advertising 
agency  incorporated  in  California, 
headquartered  in  Kansas  City,  Mo. 


According  to  sources  familiar  with 
Smith's  modus  operandi,  a  typical 
transaction  would  work  like  this: 
Westgate  would  have  a  piece  of  prop- 
erty on  its  books  for  $5  million.  It 
would  "sell"  the  property  to  Sovereign 
States  for  $10  million;  Sovereign 
would  get  the  $10  million  by  borrow- 
ing from  U.S.  National.  Westgate  thus 
could  show  $5  million  in  "earnings." 
Actually,  Westgate  was  in  the  red  be- 
tween 1969  and  1972,  but  by  such 
transactions  it  showed  steady  profits, 
as  well  as  getting  bank  money  to  play 
with.  Some  of  the  money  was  used 
to  pay  interest  on  other  Westgate 
loans.  Meanwhile,  through  the  private 
companies,  the  bank  was  putting  mon- 
ey into  the  system  to  pay  itself  back. 
It  was  one  vast  long-kiting  device, 
an  updated  and  more  sophisticated 
version  of  the  old  Ponzi  scheme.  But 
there  was  this  difference:  Ponzi  did 
not  control  his  victims;  Smith  did, 
since  the  bank  itself  and  Westgate's 
public  stockholders  were  the  ones  who 
were  bilked,  and  Smith  was  their 
representative. 

How  much  money  was  siphoned 
off?  Nobody  knows.  Some  sources  say 
the  $150-million  FDIC  reserve  set 
up  to  cover  the  losses  is  too  low  by 
$100  million. 

As  the  debt  of  his  private  compa- 
nies to  the  bank  or  to  Westgate 
mounted,  the  private  companies  ur- 
gently needed  cash  to  repay  loans  or 
to  service  them.  At  this  point,  Smith 
used  a  new  gimmick.  He  would  open 
secret  accounts  at  USNB  in  the  names 
of  Westgate  subsidiaries.  Then  he 
would  borrow  money  on  behalf  of  the 
subsidiaries  from  USNB  and  deposit 
the  proceeds  in  the  secret  accounts. 
Smith  had  control  of  these  accounts. 
The  next  step  was  for  him  to  transfer 
money  from  them  into  his  private  com- 
panies. The  private  companies  could 
then  pay  off  their  loans  to  the  bank. 

Here  is  a  single  example: 

On  July  3,  1969  Smith  arranged  for 
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"Crime  does  not  pay  at  your  level." 


a  $3-million  loan  from  USNB  to  Point 
Adams  Packing  Co.,  a  Westgate  sub- 
sidiary. The  money  went  into  a  Point 
Adams  cash  collateral  account,  but  al- 
most immediately  Smith  transferred 
just  short  of  $2  million  to  Sovereign, 
one  of  his  private  holding  compa- 
nies. A  relatively  small  part  of  this, 
$24,000,  went  from  Sovereign  direct- 
ly to  Smith.  Some  went  back  to  West- 
gate  to  help  it  service  its  own   debt. 

Interestingly,  the  parent  company, 
Westgate,  had  no  knowledge  that 
its  subsidiary  had  "borrowed"  the 
money;  only  Smith  and  his  lieutenants 
knew.  When  bank  employees  asked 
questions,  Smith  blithely  informed 
them  that  the  obligations  had  been 
'assumed  by  other  companies."  As  a 
result,  Westgate's  auditors  received 
deceptive  reports  on  the  company's 
bank  accounts. 

At  least  $72  million  went  from 
USNB  to  Smith-related  companies  via 
these  cash  collateral  accounts. 

How  To  Grow 

Meanwhile,  USNB  was  growing. 
With  government  approval,  Smith 
kept  acquiring  for  USNB  numerous 
small  marginal  banks,  such  as  Holly- 
wood National.  The  government  regu- 
lators went  along  with  the  acquisitions 
because  they  felt  the  small  banks 
were  stronger  as  part  of  USNB.  Little 
did  they  realize  how  weak  USNB  was. 
Only  Smith  knew  this.  In  1962  USNB's 
assets  were  listed  at  $219  million;  ten 
years  later  they  were  over  $1  billion. 

Smith  couldn't  afford  to  stumble. 
Nearly  all  of  his  720,000  USNB 
shares,  36%  of  the  outstanding,  were 
pledged  with  other  banks  and  insur- 
ance companies  as  collateral  for  loans 
to  Smith.  If  the  stock  dropped,  the 
loans  would  come  due.  Smith  saw  to  it 
that  the  stock  didn't  drop. 

That  is  where  his  First  California 
Co.  came  in.  First  California  was  a 
brokerage  house  ("a  bucket  shop," 
says  a  former  employee-)  that  made  a 
market  both  in  USNB  and  Westgate 
stock.  A  knowledgeable  source  eon- 
tends  that  Smith  used  controlled  pur- 
chases through  First  California  on  be 
half  of  his  companies  or  through 
USNB's  trust  department  to  help  hold 
the  prices  up. 

Then  there  was  the  ease  of  the 
twice-sold  stock.  At  one  point.  Smith 
swapped  some  ol  his  USNB  sli.urs  to 
his  Sovereign  company  lor  $5.3  mil 
lion.  However,  most  ol  the  161,000 
shares  involved  were  ah<  ad\  pledged 
elsewhere.    In    fact.    Sovereign    nevei 

got  the  stock.  It  was  locked  awa\  in 
another  lender's  strongbox.  One  ol 
Smith's  former  employees  has  testified 
that  Smith  pocketed  ovei  $18  million 
through  similar  sham  transactions. 
Smith  planned  on  capping  his  fraud 


2  8 


FORBES,   AUGUST    15,    1975 


with  a  scheme  that  was  dubbed  "The 
Monster  Project."  According  to  the 
trustees,  this  involved  an  attempt  to 
pass  off  on  the  public  a  collection  of 
real  estate  properties  that  had  been 
traded  among  Smith's  companies  at 
inflated  prices.  The  plan  (later  foiled 
by  Westgate's  auditors)  was  to  capi- 
talize the  losses  on  the  properties  by 
spinning  them  off  to  the  public  as  a 
monster  real  estate  investment  trust. 
In  keeping  all  these  balls  in  the  air, 
Smith  had  constantly  to  mislead  his 
own  subordinates.  One  trick  was  to 
have  as  many  as  three  companies 
with  the  same  name,  but  each  regis- 
tered in  a  different  state.  He  would 
give  each  of  his  subordinates  a  partial 
picture  of  what  he  was  doing,  but 
only  he  had  the  whole  picture  in  his 
mind.  And  Smith  made  it  worthwhile 
for  the  executives  not  to  ask  too  many 
questions.  Take,  for  example,  the  case 
of  Philip  Toft,  a  San  Diego  accountant 
who  served  Smith  for  25  years.  Toft 
was  Smith's  superbookkeeper,  al- 
though he  held  no  official  position 
with  the  bank.  (He  did  serve  briefly 
as  Westgate's  president.)  Toft  once 
lived  in  a  $500,000  house  paid  for 
with  money  drained  from  Smith's 
private  enterprises. 

Smith's  business  associates  were  a 
motley  assortment  of  characters  tied 
to  him  through  a  maze  of  interlocking 
directorates.  One  was  Michael  Coen 
of  Kansas  City,  Mo.,  who  was  top 
man  at  several  Smith-related  compa- 
nies, including  First  California.  In 
1973  Coen  signed  a  consent  decree 
with  the  SEC  when  he  was  charged 
with  cooperating  with  Smith  in  bilk- 
ing Westgate. 

Then  there  was  Hollis  Roberts,  & 
huge  man  who  raises  fruits  and  nuts 
in  California's  Kern  County.  Roberts' 
land  was  heavily  mortgaged  to 
USNB,  and  he  fronted  for  Smith  in 
a  1971  takeover  of  Golden  West  Air- 
lines. In  1971  Roberts  paid  off  some 
USNB  notes  for  $12  million  for  a 
ranch  appraised  at  $8  million  in  a 
phony  "arm's  length"  transaction  with 
Smith.  This  allowed  Westgate  to  book 
an  $8J5-million  windfall  profit.  The 
ranch  formerly  had  belonged  to  Coen. 
John  Alessio  was  a  Westgate  board 
member.  He  controlled  racetracks 
across  the  Mexican  border.  In  1971 
Alessio  began  serving  a  jail  sentence 
for  federal  income  tax  evasion. 

Smith's  most  famous  friend  was 
Richard  Milhous  Nixon.  The  two  met 
in  1948  «and  Smith  became  one  of  the 
former  President's  earliest  boosters. 
Smith  contributed  $250,000,  and  re- 
portedly raised  $1  million  in  the  1968 
Nixon  campaign.  Smith  watched  the 
election  returns  with  the  Nixon  fam- 
ily at  New  York's.  Waldorf-Astoria 
that  year. 


Smith's  reported  1972  campaign 
contribution  for  $250,000  was  re- 
turned by  the  Committee  To  Re-elect 
the  President  because  federal  investi- 
gation of  USNB  and  Westgate  was 
then  under  way.  Yet  Smith  bragged, 
before  leaving  on  a  trip  to  Washing- 
ton, D.C.  in  January  1972,  that  he 
was  "going  to  see  a  man  who  can  do 
something  about  my  problems  with 
the  Government." 

Smith  dominated  San  Diego  Repub- 
lican politics  for  years.  He  had  mayors, 
judges,  elected  officials  of  every  stripe 
under  his  influence.  He  laundered 
campaign  contributions  through  af- 
filiated companies,  including  an  il- 
legal $3,000  to  Senator  George  Mur- 
phy in  1970.  (Senator  Murphy  was 
the  man  who  nominated  Judge 
Schnacke,  who  heard  the  criminal 
case  against  Smith  in  the  recent  non- 
trial.  The  judge  was  appointed  by 
Richard  Nixon. ) 

Good  Friends 

One  of  Smith's  close  friends  was  San 
Diego  news  baron  James  Copley,  who 
provided  in-depth  coverage  of  his 
friend's  activities  in  the  society  col- 
umns. Copley's  paper,  The  Union,  in 
1968  once  named  Smith  the  Mr.  San 
Diego  of  the  century. 

Smith  also  had  a  long  history  of 
dealings  with  figures  associated  with 
organized  crime,  and  provided  USNB 
financing  for  projects  run  by  persons 
with  ties  to  reputed  mobsters.  Forbes 
has  obtained  a  file  that  documents 
the  1957  sale  of  Martinolich  Ship- 
building Co.,  a  mob-connected  busi- 
ness, to  Smith's  National  Steel  &  Ship- 
building Corp.  for  $650,000-fi- 
nanced,  of  course,  by  USNB.  Two  of 
the  notes  on  the  sale,  worth  $200,000, 
were  eventually  transferred  to  M.B. 
Dalitz  of  Las  Vegas,  Nev. 

Moe  Dalitz  was  kingpin  of  the  no- 
torious Cleveland  "Purple  Gang."  He 
made  his  money  in  racketeering,  later 
bootlegging.  Nowadays  it's  resort  ho- 
tels. Dalitz,  Allard  Roen,  Merv  Adel- 
son  and  Irwin  Molasky  (the  DRAM 
group)  today  control  the  plush  5;600- 
acre  La  Costa  resort  complex  located 
30  miles  south  of  the  former  Western 
White  House.  La  Costa  was  financed 
in  part  by  the  Teamsters  Union  Cen- 
tral States  Pension  Fund.  Additional 
financing  was  provided  by  Smith's 
bank,  which  in  turn  had  about  $20 
million  worth  of  Teamster  deposits. 
The  deposits  were  solicited  by  Senior 
Vice  President  Lew  Lipton,  a  former 
restaurateur  with  underworld  ties. 

Loans  to  Rancho  La  Costa  Inc. 
eventually  appeared  on  the  FDIC's 
list  of  loans  carried  on  the  USNB 
books  without  adequate  credit  infor- 
mation. The  guarantors  were  Dalitz, 
Roen  and  Molasky.  According  to  re- 


"One  of  our  first  supporters,"  Pat 
Nixon  once  said  of  Arnholt  Smith. 
When  the  Government  finally  cracked 
down  on  Smith,  the  bank  swindler 
blamed  the  atmosphere  of  Watergate. 


liable  sources,  the  loans  were  rollovers 
of  $1 -million  credits  involving  "find- 
ers" fees  to  a  La  Costa  principal. 

Chief  counsel  to  the  DRAM  group 
was  a  San  Diego  attorney  and  Smith 
friend,  John  Donnelley.  Donnelley  has 
been  linked  for  years  both  as  a  legal 
representative  and  business  associate 
to  organized  crime  figures.  He  closed 
the  deal  on  the  shipbuilding  sale  in 
1957.  Sixteen  years  later,  when  Smith 
was  under  federal  investigation,  Don- 
nelley was  appointed  to  the  Westgate 
board  as  chairman  of  the  audit 
committee.  Donnelley's  previous  ac- 
counting experience  at  the  time  con- 
sisted of  4M  years  as  executive  di- 
rector of  the  Desert  Inn  Hotel  &  Ca- 
sino in  Las  Vegas. 

Official  speculation  was  that  Don- 
nelley was  fronting  for  outside  inves- 
tors in  the  evert  that  the  SEC  was 
successful  in  forcing  Smith  off  the 
Westgate  board  in  1973. 

Even  disregarding  Smith's  dealings 
with  unsavory  figures,  it  seems  nat- 
ural to  ask  whether  federal  officials 
were  keeping  an  eye  on  the  way  he 
was  running  his  bank.  USNB  loans  to 
companies  he  controlled  spiraled  from 
$17  million  in  1963  to  $345  million 
ten  years  later— 29%  of  the  bank's  as- 
sets. Presumably  these  loans  should 
have  been  showing  up  on  examiners' 
reports. 

The  record  shows  that  the  examin- 
ers were  occasionally  on  their  toes, 
but    the    Office    of    the    Comptroller 


FORBES,    AUGUST   15,    1975 


19 


Title  to  Westgate's  13  tuna  boats  passed  back  and  forth  among  Arnie  Smith's 
companies,  at  one  point  plastered  with  debt  in  order  to  double  their  "value." 


of  the  Currency  sat  on  its  hands.  In 
fact,  former  Comptroller  James  Saxon 
was  aware  of  Smith's  self-dealing  in 
1962,  and  he  did  little  or  nothing  to 
act  on  the  information.  The  bank  was 
examined  that  year  by  a  team  headed 
by  Examiner  Jack  Baker  of  the  local 
office,  who  reported  evidence  of  ex- 
tensive Smith-related  loans  then  total- 
ing 21%  of  the  bank's  portfolio.  Baker 
recommended  that  Smith's  dealing  be 
reported  to  the  Justice  Department 
for  possible  criminal  prosecution. 

But  the  Comptroller's  office  over- 
ruled the  recommendation.  The  U.S. 
Attorney  was  never  informed,  and  Ex- 
aminer Baker  was  transferred  to  San 
Francisco,  where  he  was  given  minor 
assignments. 

In  ten  subsequent  examinations 
done  by  five  different  examiners  be- 
tween 1963  and  1971,  the  reports  on 
USNB  were  largely  uncritical.  One  of 
those  examiners  later  became  a  USNB 
vice  president,  two  received  substan- 
tial promotions  within  the  Comptrol- 
ler's office  and  two  retired  soon  after- 
ward. During  their  stay  in  San  Diego, 
the  examiners  were  entertained  lavish- 
ly and  offered  jobs. 

The  next  examination,  conducted  in 
1972,  was  done  by  a  new  examiner, 
William  Martin.  It  led  to  the  bank's 
eventual  closure.  The  Martin  report 
was  similar  to  the  ten-year-old  Baker 
report,  except  that  Smith's  self-serv- 
ing loans  had  grown  from  $20  mil- 
lion to  $254  million. 

Questioned  by  the  House  Subcom- 
mittee on  Bank  Supervision  &  Insur- 
ance, Saxon,  now  a  Washington 
lawyer,  failed  to  explain  why  his  of- 
fice did  not  vigorously  follow  up  on 
information  that  suggested  gross  mis- 
management of  a  federally  chartered 
bank.  Saxon  suggests  a  cover-up  oc- 
curred at  the  regional  level,  but  in 
fact  Saxon's  own  regional  administra- 
tor sharply  criticized  the  USNB. 

Reforms  in  bank  examination  pro- 
cedure have  now  been  instituted  by 
current  Comptroller  James  Smith,  cov- 
ering misuse  of  letters  of  credit,  main- 
tenance   of    proper    credit    files    and 


identification  of  outside  holdings  of 
bank  officers  and  directors.  In  addi- 
tion, the  Comptroller's  office  is  consid- 
ering a  complete  reorganization  rec- 
ommended by  Haskins  &  Sells  on  the 
basis  of  the  USNB  fiasco. 

However,  the  nonfeasance  of  gov- 
ernment regulators  apparently  went 
well  beyond  the  bank  examination 
procedures.  Westgate's  bankruptcy 
trustees  have  charged  that  "the  pe- 
culiarly intimate  relations"  between 
C.A.  Smith  and  the  Comptroller's  of- 
fice benefited  both  at  the  expense  of 
Westgate  and  the  public. 

Because  of  the  apparent  benign 
cooperation  between  government  reg- 
ulators and  Smith,  Westgate's  trustee 
in  bankruptcy  is  demanding  that  the 
FDIC's  claims  against  Westgate  be 
subordinated  to  the  claims  of  innocent 
creditors  and  stockholders.  Westgate's 
principal  trustee  is  a  tall,  bespectacled 
lawyer  named  Curvin  Trone.  He 
bristles  with  indignation  over  the 
way  in  which,  he  says,  Westgate  was 

lames  J.  Saxon 


stripped  of  its  assets  to  support  loans 
made  by  USNB  to  Smith  dummies. 
Thirteen  floors  above  the  trustee's 
office  in  the  plushly  appointed  USNB 
building  is  the  sumptuous  penthouse 
office  of  Conrad  Arnholt  Smith.  While 
Trone  seeks  legal  redress  from  Smith, 
the  old  man,  nattily  dressed  in  his 
favorite  beige  suits,  is  preparing  his 
defense  against  the  civil  actions  with 
which  he  has  been  deluged.  Smith 
claims  he  is  penniless.  Maybe  he  is, 
but  he  still  has  his  sprawling  La  Jolla 
home  and  a  $250-a-day  suite  in  the 
lavish  Westgate  Little  America  hotel, 
the  monument  to  expensive  taste  he 
built  at  a  cost  of  $100,000  per  room. 
At  least  he  now  knows  the  Federal 
Government  will  never  dispatch  him 
to  San  Diego's  newest  landmark:  the 
downtown  high-rise  Federal  Correc- 
tional Center,  which  locals  dubbed 
"The  Tijuana  Hilton." 

Stashed  Away 

Despite  a  $22.8-million  jeopardy 
assessment  brought  by  the  Internal 
Revenue  Service,  Smidi  doesn't  seem 
to  have  any  trouble  paying  his  high- 
priced  lawyers.  His  chief  attorney, 
Thomas  Sheridan  of  Los  Angeles,  had 
as  his  last  big-time  client  swindler 
Stanley  Goldblum  of  Equity  Fund- 
ing. Does  Smith  have  money  now?  No 
one  knows,  but  knowledgeable  peo- 
ple in  San  Diego  point  across  the 
Mexican  border,  where  secret  bank 
accounts  are  legal. 

How  long  did  the  Smith  fraud  go 
on?  A  fair  question,  it  seems,  since 
Westgate  was  formed  in  1960,  15 
long  years  ago.  One  observer  asks 
rhetorically,  "Does  a  man  start  com- 
mitting fraud  when  he's  61  years  old?" 
And  why  was  Smith  not  caught  soon- 
er? In  the  words  of  Ed  Schroeder,  a 
Smith  accomplice  who  was  granted 
immunity  by  federal  prosecutors, 
"The  prevailing  morality  was:  'Its 
easy  to  look  the  other  way  if  it  doesn't 
involve  violent  crime. 

If  an  ordinary  cop  on  the  heal 
looked  the  other  way  while  holdups 
were  going  on  and  citi/ens  were  be- 
ing beaten,  there  would  he  a  I" 
mendous  public  outcry,  but  in  this 
case,  the  neglectful  governmental 
guardians  ol  the  public  interest  seem- 
ingly go  unpunished  and  uninvesti- 
gated. And  the  criminal  himself  pays 
a  penalty  that  can  only  be  described 
as  a  bad  joke.  What  would  people 
say— what  would  the  banks  them 
selves  say— if  a  convicted  bank  rob 
her  was  let  oil  with  a  $50  line  and 
a  30-day  suspended  sentence?  The 
analogy  isn't  farfetched.  Little  wondei 
that  the  young  and  the  radical  s.i\ 
there  are  two  kinds  ol  justice:  one  foi 
ordinary  men  and  another,  more  leni- 
ent kind  for  the  rich  and  powerful.  ■ 
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Santa  Fe 
PLUS= 


Natural  resources  are  an  important  plus 
factor  contributing  to  the  growth  of  Santa  Fe's 
total  operation. 


Oil  production  now  exceeds  47,000  barrels  per 
day  with  new  explorations  covering  a  million  acres 

Coal,  300  to  400  million  tons  of  the  low-sulphur 
type,  is  part  of  a  new  development  in  New  Mexico. 

Lumber  and  plywood  are  being  produced 
from  630,000  acres  of  forest  land  operated 
on  a  sustained  yield  program. 


Santa  Fe  is  no  "Johnny-come-lately"  in 
the  development  of  natural  resources. 
We've  been  in  oil  production  for  78 
years,  managing  coal  properties  for  89 
years  and  developer  of  forest 
products  for  38  years. 

All  of  this  plus  107  years  of 
running  a  progressive  railroad. 
Today,  there  are  more  than  40 
companies  in  our  family. 


For  facts  about  the  many  ways  Santa  Fe 
can  serve  you,  just  drop  a  line  to: 

SANTA  FE  INDUSTRIES,  INC. 

224  South  Michigan  A  venue  •  (312/427-4900)  Chicago,  Illinois  60604 


GUI's  Two-Front  Strategy 

Hold  on  to  the  high  end  of  the  market  with  smaller  but 
not  necessarily  cheaper  cars;  and  make  a  major  invasion 
of  the  economy  car  market. 


"We  \ke  trying  to  pull  our  biggest 
ones  clown  first.  The  serious  problem 
—I  hate  the  damn  word— is  the  gas 
guzzlers.  They  are  the  ones  we  have 
to  get  rid  of  first." 

That's  quite  an  admission  from 
Elliott  M.  (Pete)  Estes.  The  General 
Motors  Corp.  president  is  saying  the 
big,    powerful     American    chariot    is 


Motors  are  following  as  fast  as  their 
resources  will  allow— just  to  help 
along  the  resources  conservation 
movement.  It  is  just  facing  the  facts 
of  life.  Even  though  the  initial  shock 
of  the  energy  crisis  has  long  since 
worn  off,  the  public  and  the  Gov- 
ernment both  have  clearly  changed 
their  attitudes  toward  fuel  economy. 


on   the  way  out,   to  be  replaced  by      Economy  is  definitely  "in"  as  a  sales 


lighter,  easier-on-fuel  transportation. 
Such  a  statement  wouldn't  be  news 
but  for  the  fact  that  it  comes  from 
GM,  where  size  and  power  were  gos- 
pel. A  case  in  point  is  GM's  newest 
compact,  the  Seville,  a  Cadillac  prod- 
uct. By  any  standard,  the  regular 
Cadillac  is  a  "guzzler"  and  to  hold  the 
luxury  market,  Estes  knows,  GM  must 
have  a  more  efficient  automobile.  Not 
necessarily  a  cheaper  one  (the  Seville 
costs  $12,480  vs.  $8,800  for  the  fatter 
Cadillac)  but  one  that  runs  21  high- 
way miles  on  a  gallon  of  gasoline  vs. 
16,  and  parks  more  easily. 

Big  Commitment 

The  change  signalled  by  the  Seville 
is  spreading  throughout  GM's  $35- 
billion-a-year  empire.  The  cost  of  the 
program  is  going  to  be  huge  even  by 
General  Motors  standards:  $3  billion 
—$10  a  share  before  tax  offsets.  This 
explains  why  GM  shaved  its  quarter- 
ly dividend  this  year  from  85  cents 
to  60  cents.  At  the  same  time,  GM 
floated  $600  million  worth  of  debt, 
the  largest  single  offering  ever  made 
by  an  industrial  corporation.  It  has 
been  years  since  GM  had  to  count  its 
millions,  let  alone  borrow  long  term. 

Last  year  all  GM  models  averaged 
just  12.2  miles  per  gallon,  according 
to  Environmental  Protection  Agency 
tests.  GM's  goal  is  18.7  mpg,  with 
the  heaviest  in  the  line  getting  16. 
That  means  two  things.  First,  the  line 
will  include  a  few  supereconomy  cars 
that  will  get  over  40  mpg.  And  sec- 
ond, GM  will  continue  building  six- 
passenger  cars  but  they  will  be  more 
like  a  Mercedes  than  a  Buick:  small- 
er outside,  roomy  inside. 

"These  will  be  brand-new  cars  from 
the  ground  up,"  says  Pete  Estes. 
"They  may  have  an  engine  we  now 
have,  but  as  far  as  tire  size,  wheel 
size  and  everything  else  is  concerned 
they  will  be  all  new.  You  can't  do 
what  we  are  doing  with  a  face  lift." 

GM  did  not  make  this  sharp  turn 
—which  Ford,  Chrysler  and  American 


point.  President  Ford  has  already 
forced  the  automotive  industry  to 
make  all  U.S.  cars  an  average  of  40% 
more  fuel-efficient  by  1980.  However, 
for  GM  to  live  up  to  its  pledge,  it 
must  make  its  cars  53%  more  efficient. 
Congress,  not  satisfied  with  Detroit's 
verbal  commitment,  is  now  consider- 
ing legislation  that  would,  begin- 
ning in  1985,  forbid  even  the  sale  of 
new  cars  that  do  not  get  an  aver- 
age of  28  mpg.  No  wonder  even  Pete 
Estes  now  forces  himself  to  utter  the 
hated  term  "gas  guzzlers." 

GM  plans  to  reduce  the  weight  of 
its  cars  by  at  least  700  pounds. 
Wherever  possible  it  will  use  lighter 
materials.  One  straw  in  the  wind:  The 
company  has  already  repurchased  the 
V-6  aluminum  engine  plant  it  sold  to 
AMC  in  1968.  It  is  also  reducing  the 
size  of  its  current  V-8s,  and  expects 
to  bring  out  two  small  new  4-cylinder 
engines  next  year.  In  all,  18  of  its  25 
plants  have  been  or  will  be  remod- 
eled to  make  smaller  engines. 

Still  more   weight  may   be  cut  by 
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Estes  of  GM 

substituting  aluminum  and  fiberglass 
for  steel  in  items  like  hoods,  trunk 
lids  and  inside  door  panels.  The  ex- 
perimental Pontiac  Phoenix,  which 
may  come  out  as  a  1976  model,  as 
now  designed  scraps  the  heavy  hinges 
and  springs  needed  to  raise  the  hood; 
a  small  service  door  in  its  center  al- 
lows access  for  routine  service  checks. 
There  are  two  prongs  to  GM's  new 
offensive.  On  one  hand,  it  plans  to 
move  into  the  market  for  VW-sized 
ears  and  grab  a  big  chunk  of  it.  On 
the  other,  it  plans  to  remain  dominant 
in  the  more  expensive  middle  and 
high  ends  of  the  market  by  making 
six-passenger  ears  that  are  more  in 
tune  with  today's  gasoline  prices  and 
parking    problems.     Says     Estes:     "If 


GM  now  recognizes  that  the  four-passenger  VW-si/cd  i  .it  is  here  i<> 
stay:  GM's  Chevette,  similar  to  the  Vauxhall  Chevettc  above,  goes  on 
sale  next  month.  With  a  different  nameplate  it  will  appeal  latei  in  Pontia< 
showrooms,  and  still  later  Buick  will  get  a  similar  car  built  in  japan. 
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we  make  it  [the  roomier  car]  the 
right  size  and  get  the  right  fuel  econ- 
omy, the  shift  to  small  cars  isn't  going 
to  be  as  great  as  if  we  did  nothing." 
Again,  the  new  Cadillac  Seville  is 
evidence  of  this  strategy. 

The  first  part  of  the  strategy  recog- 
nizes that— after  decades  of  trading 
up— a  big  part  of  the  U.S.  public  is 
beginning  to  trade  down.  These 
downtraders  aren't  just  interested  in 
smaller  cars;  they  are  also  interested 
in  cheaper  cars.  GM's  first  car  for  that 
market  will  be  Chevrolet's  Chevette, 
a  British  design  to  be  built  at  GM's 
Wilmington,  Del.  plant,  and  is  to  be 
introduced  by  Chevy  in  September. 
A  Pontiac  version  may  be  added  later 
in  the  fall.  By  next  February  GM  also 
plans  to  be  importing  a  similar-sized 
car  made  by  Japan's  Isuzu  Motors, 
34%  GM  owned.  It  will  be  added  to 
Buick's  line  to  replace  the  slow-sell- 
ing German-built  Opel.  "We  don't 
compete  against  around  56%  of  the  for- 
eign cars  sold  domestically  today," 
says  Estes.  "This  car  is  aimed  right  at 
that  56%,  which  is  a  600,000-vehicle 
market,  and  we  are  going  after 
200,000  to  300,000  of  them." 

The  way  GM  now  sees  it,  there  will 
be  two  main  segments  of  its  auto  mar- 
ket by  1980,  roughly  equal  in  size. 
Estes  himself  groped  for  terms  to 
describe  them,  but  finally  settled  on 
the  distinction  between  "six-passenger" 
cars  and  "four  passenger."  The  small- 
er segment  includes  VW-sized  vehicles 
and  up  toward  what  are  now  called 
compact  cars.  But  even  the  "six-pas- 
senger" segment  will  be  made  up  of 
stubbier,  lighter  and  cheaper-to-run 
cars— though  not  necessarily  cheaper 
to  buy. 

Outlook  Good 

What  will  this  drastic  change  do  to 
GM's  profitability?  Obviously  a  Chev- 
ette doesn't  carry  the  profit  margin 
of  a  big  Buick  or  a  big  Chevrolet.  But 
weep  not  for  General  Motors.  Provid- 
ed it  can  maintain  its  50%-plus  share 
of  the  U.S. -built  market,  GM  stands 
to  do  well  in  any  fairly  good  year. 

To  be  sure,  its  profits  aren't  likely 
to  get  back  to  the  10%  net  on  sales 
and  25%  on  invested  capital  that  pre- 
vailed a  few  times  in  the  Sixties  and 
Fifties.  But  such  profits  are  abnormal 
anyhow:  In  GM's  record  1973  year 
it  netted  only  6.7%  on  sales  of  nearly 
$36  billion.  If  it  can  do  that  well  in 
the  mid-  and  late  Seventies— and  there 
is  every  reason  to  believe  it  can— you 
are  talking  about  a  net  profit  of  $2.4 
billion,  $8-plus  a  common  share. 

You  can  say  what  you  will  about 
General  Motors:  It  shows  every  sign 
of  getting  through  a  major  transition 
with  a  minimum  amount  of  sweat  for 
its  stockholders.   ■ 


Marriotts  ESSEX  HOUSE 


Pat  and  Mike  on  Central  Park  South. 


On  Standing  Pat 

WE  stand  firm  on  our  Essex  House 
tradition. 
Whenever  you  stay  here,  we  sur- 
round you  with  all  the  special  style 
our  name  is  famous  for.  Comfortably 
wrapped  in  a  genuine  welcome  and 
honest  concern  for  your  needs.  We 
want  to  make  you  happy. 

Mike  the  Magnificent. 

Whenever  we  talk 
aboutour  tradition, 
we  must  make  mention 
of  a  man  who  has  made 
history   here.    Mike 
O'Rourke,  our  Senior 
Bell  Captain,  is  typical 
of  the  people  who  wel- 
come you  to  our  hotel. 
He's   been   bringing   a 
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positive  quality  and  sense  of  personal 
enjoyment  to  every  aspect  of  his  work 
for  over  42  years.  Thank  you,  Mike. 
You're  magnificent. 

Pleas  and  Thank  You. 

We  urge  you  to  make  reservations 
in  advance  of  your  trip,  but  if 
business  brings  you  here  in  a  hurry, 
call  toll-free.  We'll  do  our  best  to  pro- 
vide your  room  or  suite.  Thank  you. 

Harriott's. 
ESSEX  HOUSE 

A 11  you  need  to  know  about  hotels  in  New  York. 

160  Central  Park  South,  New  York  10019. 

Telephone  toll-free  for  your  reservations: 

800-228-9290. 

Write  for  our  new  brochure. 


\ 


AMAZING  SHIRT  POCKET  SIZE 
BUSINESS/FINANCIAL  CALCULATOR 

Memory,  percentage,  auto-constant,  algebraic  logic  •  performs  exactly  like  you  think 

'  8-digit  ultra-bright  display  has  overflow  indicator  and  floating  negative  and  decimal 

signs,  clear  key  doubles  as  "clear  entry."  Expensively  detailed:  long 

lasting   gold    keyboard  contacts;    cognac  case  and  color  coded 

(2V2  oz.)  function  keys.  A  spectacular  gift  for  anyone,  anytime.  Wildly  popular 

in  Europe  at  $80.  Now  order  two  at  very  special  $39.  Quantity  limited. 

A  Very  Special  $19.99-  ■  ffBSSS  ^  *  ^ 

FLAT  &  LIGHT!  Truly  tucks  away  in  shirt  pocket,  purse,  brief  case  or  travel  bag.  Just 
Vi"  x  23/a"  x  4V2".  Weighs  about  the  same  as  2  Cross  pens  (Incredible!)  You'll  never  know 
it's  in  your  pocket.  Ready  for  instant  use.  Included:  Long-life  camera-type  batteries  (available  f 
everywhere)  and  pocket  pouch.  ^wmmmw^wmwm^mwmwm^ 

/     ORDER  TOLL  FREE  (800)  421-1071    \ 
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Not 

Available 
in  Stores 


A  good  value  at  $80 
. . .  fantastic  at  $19.99 

Expensively 

Made 

Bargain  Priced  ■ 
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California  (213)  320-7200 

15  DAY  MONEY  BACK  GUARANTEE 

□  Rush ca  culator(s) 

@  $ total, 

plus  shipping  $1.50 

□  Check  or  Money  Order  enclosed 
(Ca.  add  6%  sales  tax) 

•  Charge  credit  card:  (exp.  date ) 


Add 

Subtract 

Multiply 

Divide 

Percent 

Mixed  Calc 

Constant 

Memory 

Powers 

Reciprocals 

Roots 

Gift  Special 


□  Master  Charge  Bank  No 

□  BankAmericard  q  Diners 

□  American  Express     Q  carte  Blanche 

Signature 

Name 

Street 

City 


_State_ 


-Zip- 


Phone  ( 


1  n  fr     ~  ,     -     &  TELEPHONE  MART335  Maple,  Torrance  CA  90503  m- 

luioryias^  ^  Shop  At  Home.  Dept  2  <jr 
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So  Deere  And  Yet  So  Far 

Is  Deere's  challenge  to  Caterpillar 

in  heavy  construction  equipment  worth  the  mounting  cost? 

Chairman  Hewitt  thinks  so. 


For  decades  Caterpillar  Tractor  has 
dominated  the  heavy  construction 
machinery  field  worldwide,  despite 
determined  assaults  from  such  out- 
fits as  General  Motors,  International 
Harvester,  Clark  Equipment  and  Ja- 
pan's Komatsu.  Cat  is  still  dominant, 
with  some  35%  to  40%  of  the  world 
market,  but  yet  another  challenger 
has  entered  the  lists,  Illinois  neighbor 
Deere  &  Co. 

Fortunately  for  Deere,  its  farm  ma- 
chinery business  is  booming,  giving 
it  a  34%  earnings  gain  on  31%  higher 
sales  in  its  fiscal  first  half  (through 
Apr.  30).  And  that  was  on  top  of 
record  $2.5-billion  sales  and  near- 
record  $164-million  profits   last  year. 

But    Deere's    sales    of   construction 


Big  and  Small.  In  branching  out  from 
farm  equipment,  Deere  has  moved 
two  ways:  into  lawn  and  garden  items 
and  into  heavy  industrial  equipment. 


and  other  industrial  equipment— 19% 
of  sales  last  year— were  down  20%  in 
the  first  eight  months.  Even  though 
Deere  announced,  some  15  months 
ago,  that  it  intended  to  expand  its  in- 
dustrial line  into  larger  and  more 
powerful  sizes,  that  new  equipment 
has  not  yet  reached  the  market. 

Deere  has  more  than  doubled  its 
long-term  debt,  from  $216  million 
last  October  to  over  $500  million  to- 
day. It  needed  the  money  to  finance 
increases  in  receivables  and  inventory 
plus  its  larger  manufacturing  capacity 
—both  required  in  part  by  the  con- 
tinuing push  into  industrial  equip- 
ment. Deere  did  not  anticipate  the 
construction  slowdown  early  enough, 
and  got  caught  with  excess  inven- 
tory and  tardy  receivables.  As  a  re- 
sult, the  company's  interest  costs  dou- 
bled in  the  fiscal  first  half,  despite 
lower  interest  rates. 

The  problem,  says  Chairman  Wil- 
liam Hewitt,  is  the  strategic  stage  in 
which  the  company  now  finds  itself. 
Deere's  industrial  equipment  push 
dates  from  the  early  Sixties  when 
Hewitt  staked  out  seven  new  areas, 
including  log  skidders,  motor  graders 
and  hydraulic  excavators,  for  the 
next  decade.  The  plot  was  to  begin 
at  the  small  size  and  small  horse- 
power end  of  each  of  the  seven 
groups.  By  thus  sidling  up  against— 
rather  than  hitting  head-on— such  ma- 
jor competitors  as  Caterpillar,  Clark 
Equipment  and  Ford,  by  mid-1974 
Deere  got  an  estimated  20%  of  the 
$1.5-billion  domestic  market  in  which 
it  competes. 

Deere  is  just  beginning  its  expan- 
sion into  larger  sized  industrial  equip- 
ment. In  fact,  Deere's  industrial  sales 
nose-dived  precisely  because  they  are 
still   so   concentrated   in  housing   and 


other  small-construction  projects;  large 
construction  equipment  is  where  all 
the  action  is  these  da\  s. 

"We  don't  happen  to  make  large 
construction  equipment  yet,  dammit," 
says  Hewitt.  "But  Caterpillar  and  In- 
ternational Harvester  do."  That's  why 
Caterpillar  had  a  117%  earnings  gain 
in  this  year's  second  quarter  vs. 
Deere's  36%.  Even  Harvester,  with 
38%,  outgained  Deere  for  the  first 
time  in  years. 

Lack  of  heavy  equipment  also  kept 
Deere  from  enjoying  the  heavy-con- 
struction boom  overseas,  where  it  gets 
only  $80  million  ol  a  nearly  $14-bil- 
lion  market  for  construction  equip- 
ment. Cat  gets  52%  of  its  $3.2-billion 
sales  there.  Cat  is  20  times  bigger 
than  Deere  overseas.  Deere  has  a 
long  way  to  go. 

Dealer  Aids 

Deere  has  also  had  to  build  a 
dealer  corps.  Abroad,  it  recently  set 
up  a  new  Brussels  marketing  office 
that  will  be  completely  separate  from 
agricultural  equipment.  At  home,  the 
continuing  industrial  equipment  ex- 
pansion will  require  Deere's  250  in- 
dustrial outlets  to  invest  some  S200 
million  to  $400  million  in  the  next 
five  years— a  big  bite  even  lor  dealers 
with  $2-million  average  animal  sales. 

Deere  helps  them  with  liberal  fi- 
nancing, though  it  is  costly  to  the 
company.  A  Deere  dialer  pays  foi 
completed  machines  onh  as  sold,  up 
to  12  months;  and  Deere  will  finance 
the  sale  to  the  ultimate  customer.  B) 
contrast,  Cat  ships  its  machines  to 
dealers  C.O.D.  Hut  then,  Cat's  deal- 
ers average  $10-million  sales. 

Despite  its  current  cost,  Deere's  in- 
dustrial    equipment     strateg)     seems 
sound.   Further  expansion  ol  its  indns 
trial    line    will,    l»\      L980,    let     Deere 
compete  in  a  world  market  that  ma) 
reach   $8   billion    and,    it    hopes,   ac 
count  for  $1  billion  in  companj  sales. 
But    all    good     things    have    a    pri< 
And  for   the  next   several   veais   Deen 
however    well    it    lares    with    its    I. inn 
machines,   will    he   paying   a    price   in 
industrial  equipment.   ■ 
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70  71  72  73  74  75 

NET  INCOME  PER  SHARE  FULLY  DILUTED 

IN  THE  FORTUNE  "500" 

Fortune  Magazine  ranked  The 
Williams  Companies  Number 
One  in  total  return  to  investors 
for  the  1964-74  decade.  For 
1974,  Fortune  ranked  Williams 
#1 20  in  assets  ($1 .3  billion)  and 
#205  in  sales  ($993  million). 

EARNINGS 

The  Williams  Companies  has 
reported  increased  earnings  for 
11  consecutive  years.  In  1974, 
our  annual  net  income  of  $96 
million  was  up  97%  from  1973. 
For  the  first  quarter  of  1975, 
earnings  per  share  were  up 
117%  from  1974.  The  future? 
The  Williams  Companies  ex- 
pects its  1975  earnings  will  be 
up  substantially.  And  resource- 
ful Williams  (WMB-NYSE)  pro- 
jects continuing  growth. 

FERTILIZER 

Agrico  Chemical  Company,  one 
of  the  world's  largest  fertilizer 
companies,  is  completing  a 
$300  million  expansion  pro- 
gram to  help  alleviate  the 
world's  fertilizer  shortage. 

ENERGY 

Williams  International  Group, 
active  in  10  nations,  has  the 
greatest  backlog  of  pipeline 
construction  contracts  in  its  his- 
tory. Our  8,300  mile  pipeline  sys- 
tem isone  of  the  world's  longest, 
and  our  LP-gas  company  is  a 
prime  marketer  in  25  states. 

WANT  TO  KNOW  MORE? 

Write  Corporate  Communica- 
tions, The  Williams  Companies. 
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WILLIAMS  COMPANIES 

320  South  Boston,  Tulsa,  Oklahoma  74103  A 
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Major  subsidiaries  •  Agrico  Chemical  Company  ■  Williams  Energy  Company 
illiams  Pipe  Line  Company  ■  Williams  International  Group  ■  Edgcomb  Steel  Company 


Tenneco  Chemicals  makes  versatile  plastics  for  all 

kinds  of  use?  ^3  urethane  foam  carpet  underliners  in 

economical:  easy-to^handle.  12-foot  widths 
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Our  expanded  Newport  News  Shipyard  will  build 

LNG  carriers  in  its  new  North  Yard  These  modern  cryogenic  vessels 

are  designed  to  bring  clean  burning  natural  gas  from  overseas 


In  our  search  for  new  sources  of  oil.  we  built  the  largest  drilling 
platform  currently  operating  in  the  Gulf  of  Mexico  Our  deep- 
water  drilling  operations  help  us  supply  our  customers  with 
gasoline  and  heating  oil  in  many  parts  of  the  country 
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Almost  everything  you  buy  goes  Our  natural  gas  pipeline,  the  largest  J  I  Case  construction  machinery  includes  the  largest  lineol 

to  market  in  a  corrugated  con-  in  the  nation,  serves  utilities  which  digging,  trenching  and  excavating  equipment,  and  Case  farm 

tamer  PCA  is  a  leading  supplier  serve  25  states  with  half  the  people  tractors  are  helping  to  produce  more  food  around  the  world 

of  these  containers  to  industry  in  the  country 


Our  Walker  exhaust  systems 

are  available  in  over  150,000 

independent  garages  and 

service  stations 

across  the  country 
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The  8  Businesses  of  Tenneco 
and  HowTheyGrew 


1      Natural  Gas  Pipelines.  Our  first  pipe- 
line was  built  in  1 944  and  was  1 ,200 
miles  long.  Today,  it's  grown  to  15,737 
miles  of  pipeline  serving  a  25-state  area. 
We're  working  on  programs  to  import 
natural  gas  to  supplement  domestic  supplies. 

2  Oil.  From  natural  gas  to  oil  is  a  short 
step— a  step  we  took  in  1946.  Today, 
we  are  a  fully  integrated  oil  operation, 
from  exploration  and  drilling  to  refining  and 
marketing.  Although  principally  domestic, 
we  are  also  searching  for  new  energy  sources 
in  the  Arctic  Islands,  British  North  Sea,  Red 
Sea,  and  other  promising  areas  of  the  world. 

3  Chemicals.  We  got  into  the  chemical 
business  in  1955.  We  are  now  a  lead- 
ing producer  of  plastics,  the  country's 
number  one  producer  of  paint  and  plastic 
colorants,  and  a  major  factor  in  urethane 
foam  for  furniture  and  fashion. 

4  Packaging.  We've  been  in  packaging 
since  1 965.  Most  of  the  nation's  goods 
move  in  corrugated  shipping  con- 
tainers, which  provide  80  percent  of  the 
business  of  our  Packaging  Corporation  of 
America.  We  also  supply  cartons,  molded 
pulp  and  plastic  packaging,  serving  more 
than  300  of  America's  top  500  corporations. 

5  Construction  and  Farm  Equipment. 
J  I  Case  became  a  Tenneco  company 
in  1 967.  With  an  infusion  of  capital 
and  timely  changes  in  the  product  mix,  the 
company  set  forth  on  a  new  course  of 


dynamic  growth.  Today,  Case  includes  David 
Brown,  Davis,  and  Drott,  with  a  full  line  of 
machinery  working  on  construction  projects 
and  helping  grow  food  around  the  world. 

6  Auto  Parts.  Added  in  1967  Walker 
Manufacturing  makes  exhaust  systems 
that  are  on  one  out  of  every  four  cars 
on  U.S.  roads  today.  With  a  beachhead  in 
the  international  market,  a  position  of  grow- 
ing importance  in  the  replacement  market, 
and  with  research  leadership  in  emission 
controls,  Walker  is  geared  for  the  future. 

7   Agriculture/Land  Development.  We 
entered  the  agricultural  business  in 
1 967  Today,  Tenneco's  ag  division 
serves  as  marketing  agent  for  over  3,000 
independent  growers.  Through  our  packing 
and  marketing  facilities  we  bring  fresh  fruits, 
vegetables,  almonds,  dates  and  raisins  to 
supermarkets  under  the  Sun  Giant®  name. 
Tenneco  Realty  and  Tenneco  West  manage 
our  land  holdings. 

8  Shipbuilding.  A  Tenneco  company 
since  1968,  Newport  News  Ship- 
building is  the  largest  privately-owned 
shipyard  in  the  nation.  We  are  enlarging  the 
yard's  capacity  to  enable  us  to  handle  com- 
mercial as  well  as  Navy  construction 
simultaneously. 

Tenneco -a  story  of  growth  through  careful 
and  logical  diversification  in  basic  products. 
Tenneco  Inc.,  Houston,  Texas  77001. 
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The  Insider's  Insider 

Many  companies  that  repurchased 
their  own  stock  look  pretty  good  now. 
But  not  all  of  them. 


It  had  all  the  trappings  of  an  insider 
orgy.  While  the  market  began  to 
plummet  in  late  1972  and  fell 
throughout  1974,  with  investors  stay- 
ing away  in  droves,  the  ultimate  insid- 
ers—many corporate  managements- 
rushed  in  to  buy  what  nobody  else 
seemed  to  want:  their  own  stock. 

Between  1972  and  1974  an  esti- 
mated 500  managements  repurchased 
some— and  occasionally  all— of  their 
outstanding  shares.  Huge  sums  were 
committed:  $1.25  billion  for  the  com- 
panies listed  below. 

Was  it  money  well  spent?  To  find 
out,  Forbes  picked  32  companies 
listed  on  the  New  York  Stock  Ex- 
change that  repurchased  significant 
amounts  of  their  own  shares  between 


1973  and  1974.  Only  currently  listed 
companies  are  included,  thereby  ex- 
cluding those— like  Wells,  Rich, 
Greene— whose  motives  were  to  go 
private  (Forbes,  Dec.  1,  1974). 

The  results  should  not  have  sur- 
prised anyone  who  has  ever  invested 
in  the  stock  market.  There  were  some 
winners.  There  were  also  some  losers. 
The  losers  were  a  slight  plurality:  17 
vs.  15.  And  the  losers  tended  to  be 
bigger  losers  than  the  winners  were 
winners.  The  paper  losses  recently 
were  $261  million,  the  gains  just  $127 
million. 

Why  was  more  money  lost  than 
made  by  the  companies  buying  back 
their  own  stock?  One  reason  is  that— 
in  spite  of  1975's  powerful  rally— the 


The  Buy- 

Back  Boys:  Mixed  Reviews 

Shares 

%  of 

Total 

Stock  Price  Changes 

Repur'd. 

Shares 

Average 

Gain  (or 

Since 

Since 

1973-74 

Outstanding 

Repur. 

Recent 

Loss) 

Dec.  1974 

Jan.  1973 

Company 

(000) 

Dec.  31, 1972 

Price 

Price 

(000) 

(%) 

(%) 

APL 

1,069 

54 

$   7.78 

10 

$  2,373 

+11.1 

-53.0 

Amer  Bakeries 

452 

22 

4.02 

12 

3,607 

+242.9 

+11.6 

Amer  Gen  Ins 

2,619 

10.3 

19.85 

12 'A 

(21,323) 

+36.1 

-40.0 

Amer  Stan 

1,349 

10.3 

12.90 

14'A 

1,821 

+70.1 

+11.8 

Armada 

588 

45 

7.23 

5% 

(1,085) 

-14.0 

-29.5 

Brunswick 

1,105 

6 

27.78 

12 

(17,437) 

+  33.3 

-61.8 

Cerro 

568 

6.5 

15.59 

161A 

375 

+38.3 

+0.8 

City  Invest 

2,820 

12.4 

12.85 

7% 

(15,438) 

+59.5 

-51.2 

Cordura 

1,540 

26 

5.22 

2 

(4,305) 

+100.0 

-85.3 

Crown  Cork 

2,020 

10.4 

20.62 

183A 

(3,778) 

+25.0 

-28.9 

Eaton  Corp 

1,225 

6.8 

35.34 

27V8 

(9,145) 

+43.9 

-31.8 

Fuqua  Ind 

1,351 

14 

14.94 

6Va 

(11,909) 

+88.5 

-66.9 

Gamble-Skog 

400 

9.8 

28.37 

23% 

(1,898) 

+19.6 

-34.4 

Gulf  Oil 

13,000 

6 

26.22 

21  'A 

(64,610) 

+20.6 

-21.3 

INA 

1,450 

6 

35.14 

35V4 

160 

+12.8 

-23.2 

Lykes-Youngs 

1,082 

12 

13.97 

13% 

(103) 

+1.8 

+  54.2 

Macmillan 

1,383 

10 

12.25 

5V8 

(9,852) 

+46.4 

-58.6 

Martin  Mar 

1,750 

7.5 

17.28 

17  3/4 

823 

+35.2 

-6.6 

Mead 

1,614 

10 

15.29 

15V2 

339 

+19.2 

-2.4 

Monogram  Ind 

831 

18 

7.95 

8V8 

146 

+41.3 

-30.9 

Pier  1  Imports 

1,367 

27.8 

5.40 

61/a 

991 

+96.0 

-69.8 

Rapid-Amer 

2,423 

27.3 

15.00 

6 

(21,807) 

+20.0 

-67.8 

Reliance  Grp 

6,446 

39 

11.32 

7Va 

(26,236) 

+  52.6 

-57.4 

Sargent-Welch 

532 

15.3 

6.57 

131/4 

3,553 

+158.5 

+  71.0 

Signal  Cos 

2,607 

11.6 

23.97 

17V4 

(17,518) 

+21.1 

-22.5 

Sperry  &  Hut 

1,100 

11 

19.33 

13 

(6,963) 

+82.5 

-52.7 

Tandy  Corp 

2,050 

18.5 

25.59 

413/4 

33,128 

+263.0 

-3.8 

Teledyne 

6,200 

27 

13.83 

20% 

43,677 

+103.7 

-10.6 

Thiokol 

482 

8 

12.74 

14'A 

728 

+42.5 

-31.3 

U.S.  Inds 

3,592 

12 

12.18 

4% 

(27,134) 

+85.0 

-77.8 

Warner  Com* 

4,736 

21.4 

14.17 

17V2 

15,771 

+100.0 

-51.9 

Zapata 

2,567 

52 

25.60 

33 

18,998 

+30.0 

-56.0 

S&P's  500 

+28.6 

-26.7 

'First  six  months  o 

f  1975  repurch 

osed  an  additional  2,200,000  shares  at  $13.52. 

market  is  still  27%  lower  than  it  was 
when  the  period  started.  Moreover, 
most  of  the  buy-backs  were  through 
tender  offers  and  had  to  be  made  at 
prices  well  above  the  lows. 

There  is,  of  course,  one  strong 
argument  for  buy-backs:  They  can  in- 
crease earnings  per  share.  Take  the 
case  of  Gulf  Oil.  Gulf  paid  $341 
million  to  buy  back  13  million  of  its 
shares;  the  present  market  value  of 
those  shares  is  only  $276  million. 
However,  even  allowing  for  the  in- 
terest Gulf  might  have  earned  on  the 
money  used  to  buy  back  its  stock,  its 
earnings  per  share  are  higher  as  a  re- 
sult of  the  transaction.  Gulf  showed 
$1.82  a  share  in  the  first  half  of  1975; 
without  the  buy-back,  it  would  have 
earned  about  $1.71. 

For  what  it  is  worth,  the  buy-back 
companies  in  general  have  outper- 
formed the  market  this  year.  Wheth- 
er this  is  because  of  the  buy-back  or 
simply  because  they  tended  to  be  bad- 
ly depressed  stocks  is  not  clear. 

Overall,  there  is  no  strong  evidence 
either  for  or  against  buy-backs. 

But  one  man  who  is  smiling  over 
his  decision  to  buy  back  his  compa- 
ny's stock  is  Henry  J.  Singleton,  chair- 
man and  chief  executive  officer  of 
Teledyne.  As  far  back  as  1972  Single- 
ton, on  behalf  of  the  company,  be- 
gan making  tender  offers  for  Tele- 
dyne stock.  The  first  was  at  20—9  mil- 
lion shares  purchased.  The  stock 
dropped  to  19K.  In  1973  he  picked 
up  another  557,000  shares,  this  time 
at  an  average  price  of  $14.24.  The 
stock  dropped  to  9)4.  Last  year  he 
bought  another  5.6  million  at  $13.79. 
The  stock  dropped  as  low  as  1%. 
When  Singleton  was  finished,  Tele 
dyne's  common  capitalization  had 
shrunk  from  30.6  million  shares  to 
18.4  million. 

Henry  Singleton  finally  got  his  re- 
ward in  1975.  From  a  price  of  10 
early  this  year,  Teledyne  has  since 
soared  past  25,  turning  a  huge  pa- 
per loss  into  a  substantial  paper  prof- 
it for  the  company.  The  buy-back 
has  worked  wonders  for  Teledync's 
earnings.  Although  net  income  loll 
44.6%  from  1971  to  1974,  earnings  per 
share  dropped  only  11%,  to  $1.29,  due 
mainly  to  the  sharp  shrinkage  in 
capitalization. 

But  not  many  companies  would  pel 
sist  the  way  Teledyne  did,  nor  would 
they  be  prepared  to  pay  the  price. 
Largely  as  a  result  of  the  buy-back 
program,  Teledyne's  total  capital 
dropped  from  $941  million  at  tin  i 
ginning  of  1972  to  a  recent  $909  mil- 
lion. In  reducing  its  available  capital, 
Teledyne  was,  in  effect,  conceding 
that  it  was  better  off  contracting  than 
expanding.   Not    many   managements 

would  be  that  modest.    ■ 
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HARVESTING  CAPITAL 
IS  A  GROWING  PART 

OF  OUR  BUSINESS. 


It's  not  easy  to  raise  money  these  days.  Ask  any  corpora- 
tion financial  officer 

That's  why  we're  pleased  with  our  rather  dramatic  growth 
in  the  volume  of  dollars  raised  through  offerings  managed  or 
co- managed  by  Dean  Witter 

The  chart  shows  the  figures. They  testify  to  the  growing 
confidence  that  clients  are  placing  in  our  capability  in  the  field 
of  corporate  finance. 

One  reason  for  this  growth  is,  of  course,  our  people  and 
their  expertise  in  investment  banking. 

Another  reason  is  the  way  we're  organized.  Our  corpo- 
rate finance  department  is  headquartered  in  New  York.  But  we 
also  have  fully  staffed  offices  in  San  Francisco,  Los  Angeles  and 
Chicago^as  well  as  one  in  London.  Each  office  is  staffed  with 
senior  people  who  have  broad  authority  to  make  decisions.  So 
our  corporate  clients  can  deal  directly  with  our  top  people. 

Finally,  we  have  more  than  100  retail  offices,  plus  seven 
institutional  trading  desks.  So  we  can  distribute  issues  widely  to 
investors.  We  make  a  market  in  the  unlisted  securities  we  man- 
age. Our  corporate  finance  and  research  teams  closely  follow 
our  clients'  progress.  And  they  keep  our  account  executives 
informed. 

So,  next  time  you  want  to  raise  some  capital,  think  of  us. 
And  let  us  plant  a  few  ideas. 

Corporate  Finance  Department:  New  York,  San  Francisco,  Los  Angeles,  Chicago,  London 


Dollar  volume  of  public 
corporate  offerings  managed 
or  co-managed  by 
Dean  Witter. 


$3,903,000,000 


$2,454,000,000 


$169,000,000 


1964 


1968 


1972 


1974 


Cooking  Up  A  Storm 

Well  past  the  age  when  most  men  retire, 
Rival  Manufacturing's  "Hack"  Miller 
has  finally  struck  it  rich. 

"You  work  hard,  keep  your  nose  to 
the  grindstone,  and  sometimes  you  hit 
it.  We  hit  it."  Isidore  H.  Miller,  70, 
kept  his  nose  to  the  grindstone  for  45 
years  before  hitting  it.  When  he  fi- 
nally did,  long  alter  most  men  retire, 
it  wasn't  in  gold  or  in  oil  or  in  any- 
thing exciting  like  that.  He  struck  it 
rich  in  pots  and  pans. 

Hack  Miller's  Rival  Manufacturing 
Co.  is  making  a  fortune  out  of  some- 
thing called  the  Crock-Pot.  Rival  in- 
troduced this  novel  cooking  pot  in 
1971.  The  company's  sales,  mostly  in 
electric  can  openers  and  other  small 
appliances,  were  then  S28  million; 
last  year  they  were  $91  million.  Earn- 
ings then  were  26  cents  a  share;  last 
year  they  were  $2.07.  The  stock  was 
under  5;  recently  it  was  at  20,  high 
enough  to  make  Miller  a  millionaire 
on  his  own  holdings. 

What's  so  hot  about  a  Crock-Pot? 
It  is  a  stoneware-lined  electric  slow- 
cooker  that  retails  for  $15  to  $33  and 
enables  you  to  simmer  food  all  day 
without  risk  of  burning  the  pot.  Aside 
from  what  this  may  or  may  not  do 
for  flavor,  it  has  three  definite  eco- 
nomic benefits:  1)  You  can  start  din- 
ner before  going  to  work  in  the  morn- 
ing and  it  will  be  cooked  when  you 
come  home;  2)  it  can  do  wonders  for 
tougher,  cheaper  cuts  of  meat;  and 
3 )  it  uses  very  little  electricity. 

In  a  day  of  tight  family  budgets 
and  high  meat  prices,  Crock-Pot  has 
become  a  very  hot  item  indeed.  A 
book  about  using  slow  cookers  has 
headed  The  New  York  Times  special- 
ized paperback  best-seller  list. 

Miller  makes  no  claims  to  genius 
for  developing  and  marketing  Crock- 
Pot.  "I  really  had  no  inkling  it  would 
take  off  the  way  it  did,"  he  says.  But 
he  certainly  deserves  credit  for  recog- 
nizing a  good  thing  and  pushing  it 
for  all  it  was  worth. 

Miller  has  spent  most  of  his  life  in 
housewares— pots  and  pans,  if  you 
will.  Fresh  out  of  New  York's  Ford- 
ham  Law  School  in  the  Depression's 
depths,  he  turned  to  buying  house- 
wares for  Macy's  and  Gimbels  when 
he  couldn't  find  a  job  in  law.  Slowly 
climbing  the  ladder,  he  found  him- 
self, at  59,  earning  $25,000  a  year 
running  Rival's  tiny  food-slicer  divi- 
sion. It  looked  as  if  Miller  would  end 
his  days  as  a  middle-management  ex- 
ecutive when  Rival's  founder,  Henry 
Talge,   retired   and  picked   Miller   as 


Times  Hard?  To  Rival's  Miller,  that  means  good  sales  for  Crock-Pot. 


his  successor.  Shortly  thereafter  Rival 
went  public  under  the  sponsorship  of 
Stern  Bros.,  a  shrewd  Kansas  City 
brokerage  house. 

Miller  proved  his  worth  when  he 
bought  a  small  housewares  firm  from 
Chicago  inventor  Irving  Naxon.  Mil- 
ler says  he  especially  liked  Xaxon's 
miniwasher  and  sunlamp.  But  his  cu- 
riosity was  aroused  by  mail-order  ads 
he  had  seen  for  another  Naxon  prod- 
uct, an  electric  bean  pot. 

"Naxon  lacked  a  sales  force,"  says 
Miller,  "but  the  way  those  ads  kept 
turning  up,  I  felt  there  was  a  solid 
but  hidden  market  there.  So  I  had 
our  boys  enlarge  the  bean  pot,  style 
it  in  colors,  and  our  home  economist 
worked  up  some  recipes  for  stews  and 
stuff.  We  let  our  wives  try  it,  and 
pretty  soon  everybody  here  was  en- 
thused about  the  damn  thing." 

Orders  built  up  slowly  after  its  suc- 
cessful introduction  at  the  1971  Chi- 
cago Housewares  Show.  But  food  edi- 
tors, looking  for  budget  meals  to  pro- 
mote, began  to  write  laudatory  arti- 
cles on  the  Crock-Pot.  Unsolicited  tes- 
timonials abounded. 

To  push  the  Crock-Pot  Miller  used 
the  same  jobbers  who  had  earlier 
made  Rival  a  leader  in  the  electric 
can  opener  field.  Carefully,  one  by 
one,  he  built  up  production  in  a  se- 
ries of  mostly  nonunion  plants  in  small 
towns  across  Missouri,  turning  his  un- 
ionized Kansas  City  plant  into  a  ware- 
house. In  the  early  stages,  Miller  even 
farmed  out  some  production  to  a  Jap- 
anese outfit. 


"I  knew  that  everyone  would  soon 
be  firing  at  us,"  says  Miller.  "And  I 
knew  that  the  way  we  could  snrvi\  e 
was  by  not  worrying  about  having 
the  lowest  price  in  slow  cookers,  but 
by  making  your  name,  quality  and 
service  count." 

Now  more  than  25  other  manufac- 
turers, including  outfits  like  Sunbeam, 
ScovnTs  Hamilton  Beach  and  West 
Bend,  are  firing  at  Rival.  But  Miller 
has  hung  on  to  more  than  60%  of  the 
market.  He  has  built  up  his  quality- 
control  staff.  To  be  doubly  sure  of 
market  share,  Miller  has  tied  up  much 
of  the  stoneware  liner  production. 

Now  Miller  is  starting  to  expand 
abroad.  In  Australia,  where  the) 
know  all  about  tough  meat,  he  has 
licensed  Crock-Pot  to  a  local  manufac- 
turer, and  he  has  a  joint  venture  in 
Canada.  At  home,  he  is  featuring  tele- 
vision spots  of  ex-baseball  player  Joe 
Garagiola. 

And  that  is  how  well-deserved  suc- 
cess came  late  in  life  to  Hack  Miller. 
It  hasn't  changed  him  much.   He  is  | 
millionaire  now  and  earns  $90,000  a 
year,    but   Still    lives    in    an    older    Bl 
tion   of   Kansas   City.    YaeationP    Not 
this  year.  He  plans  to  keep  working 
in  his  big,  plain  office  piled  high  with 
Crock-Pots    and    other    Rival    appli- 
ances. When  he  was  younger,  Miller 
says,  he  was  a  good  amateur  loccei 
player.    "It's    a    good    player's    game 
you  play  until  you  drop."  That's  what 
he  plans  to  do  with  his  buiini 
reer.  "If  you  retire  before  you're  99," 

he  says,  "yon  are  a  sissy."    ■ 
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To  keep  growing  with  energy  - 

We're  doubling  our  capacity  to  dig 
more  coal  that  the  world  must  have. 


Our  subsidiary,  A.  T.  Massey  Coal 
Company,  Inc.,  is  putting  $150,- 
000,000  into  doubling  its  produc- 
tion capacity  from  7.8  million  tons 
produced  in  1974  to  over  15  mil- 
lion tons  by  the  end  of  1979.  Mas- 
sey will  invest  $30,000,000  peryear 
to  develop  new  properties  and  to 
expand  and  modernize  existing 
mines  and  facilities. 

Special  emphasis  is  being  put  on 
greater  production  of  high  quality 
metallurgical  coal,  which  is  in 
great  demand  by  the  metals  indus- 

SXJOE 

MINERALS  CORPORATION 


tries  around  the  world.  The  pro- 
portion of  Massey's  metallurgical 
coal  output  should  be  increased 
from  27%  in  1974  to  45%  of  total 
production  in  1979. 

Massey  has  substantial  resources, 
with  over  400  million  tons  of  coal 
in  proven  or  probable  recoverable 
reserves. 

What's  happening  at  Massey  is 
only  one  part  of  our  wider,  energy 
resource  diversification.  Our  oil 
and  gas  producing  subsidiary, 
CanDel    Oil    Ltd.    is    investing 


$13,000,000  in  1975  for  the  devel- 
opment of  existing  properties  and 
exploration.  St.  Joe's  own  1975 
budget  for  worldwide  oil  explora- 
tion and  development  is  $16,500,- 
000,  making  an  overall  company 
total  of  $29,500,000. 

In  coal,  oil,  gas  and  metals  we  are 
increasing  exploration,  devel- 
opment and  research  to  insure  our 
growth. 

If  you  would  like  to  know  more  about  us, 
write  to  Dept.  4,  for  our  latest  annual 
and  quarterly  reports. 


250  Park  Avenue,  New  York,  New  York  10017 


What  looks  like 

the  newest  Cadillac 

and  is  priced  like 

the  newest  VW? 


Ford  Granada* 

1975's  best-selling 
newcomer. 


Ford  Granada— with  Cadillac's  $12,000-look  at  a  price  like  VW— 
is  a  real  engineering  achievement.  But  it's  only  one  of  the  reasons 
Granada  is  1975's  best-selling  newcomer. 

What  so  many  people  like  about  Granada  is  the  efficient  way 
it  brings  together  features  they  are  looking  for  today.  This  distinctive 
new-size  design  provides  full-scale  room  for  five.  Granada  combines 
a  smooth,  quiet  ride  with  precise,  sure  handling  and  a  high  level 
of  elegance.  The  engine  choice  ranges  from  a  200  CID  Six  to  an  action- 
packed  351  CID  V-8.  There's  lots  more  you'll  like  about  Granada. 
Check  it  out  at  your  Ford  Dealer  soon. 


*Base  sticker  prices  excluding  title,  taxes  and  destination  charges.  Dealer  prep  extra  on 
Granada  and  VW.  Price  comparison  based  on  sticker  prices  excluding  title,  taxes 
and  dealer  prep  which  may  affect  comparison  in  some  areas.  Granada  shown 
with  optional  WSW  tires  ($33)  and  paint  stripes  ($24). 


Look  close  and  compare.  Ford  means  valui 


nd  your  local  Ford  Dealer  can  show  you. 


FORD  GRANADA 

FORD  DIVISION 


Y.K.  Pao's  Big  Gamble 


Long-term  charters  have  spared  him  the 
pains  many  tanker  owners  are  feeling 
these  days.  But  what  happens  after  1977? 


Never  before  has  the  world's  tanker 
market  seen  such  a  depression.  More 
than  400  vessels,  about  15%  of  the 
total  fleet,  are  laid  up.  Charter  rates 
are  at  a  rockbottom  world  scale,  14 
compared  with  400  on  that  index  two 
years  ago. 

The  largest  tanker  owner,  Y.K. 
Pao,  57,  remains  unflappable.  At  least 
that's  the  impression  he  gave  when 
Forbes  caught  him  the  other  day  in 
New  York,  having  just  left  Rio  before 
flying  on  to  London,  Singapore,  the 
Philippines  and  his  home  port  in 
Hong  Kong. 

"I  never  play  the  spot  market  like 
Hilmar  Reksten,"  he  said,  referring  to 
the  troubled  Norwegian  shipping 
magnate  who  is  selling  part  of  his  in- 
dustrial shareholdings  to  the  Nor- 
wegian government  so  he  can  cover 
his  tanker  liabilities.  "We  have  no 
ships  on  layup,"  Pao  continued,  pat- 
ting the  handkerchief  in  his  neat- 
ly tailored  blue  suit.  "We  always  fix 
our  ships  with  long-term  charters.  All 
our  ships  are  covered." 

And  how  many  ships  is  that? 
"About  $2.6  billion  worth,"  said  Pao, 
leaning  over  to  check  with  Paul  Lee, 
the  head  of  his  New  York  office.  We 
remarked  that  it  was  only  $1  billion 
the  last  time  we  heard,  some  two 
years  ago.  "Worldwide  just  kept 
growing,"  he  answered.  "When  the 
cycle  is  up  and  people  see  a  chance 
to  make  money,  they  want  to  build 
a  lot  of  ships."  Especially  Y.K.  Pao. 
His  Worldwide  Shipping  Ltd.  con- 
sists of  130  vessels,  about  12  million 
deadweight  tons  with  an  average  age 
of  under  four  years.  Two-thirds  is 
in  supertankers,  which  is  double  the 
tonnage  of  other  tankermen  like  D.K. 
Ludwig,  the  Onassis  group  and  C.Y. 
Tung;  and  it  rivals  the  fleets  of  ma- 
jor international  oil  companies  like 
Shell  and  Exxon. 

So,  if  he's  the  biggest  independent, 
why  isn't  the  pressure  on?  "I'm  a 
banker,"  Pao  said,  smiling  affably. 
"The  speculators  always  expect  the 
best  to  happen.  The  banker,  he  al- 
ways plans  for  the  worst."  Pao  is  a 
former  Chinese  banker  who  fled 
Shanghai  just  before  the  Communist 
takeover  in  1949.  He  has  built  his 
fleets  by  serving  as  a  kind  of  banker- 
agent  for  the  Japanese— leasing  them 
the  ships  almost  as  fast  as  they  are 
built.  One  competitor,  who  greatly 
admires  his  agility,  says  Pao  works 
"the  way  General  Motors'  dealers  do, 


financing  out  temporary  inventory. 
Only  in  his  case,  it's  like  being  the 
biggest  GM  dealer  in  the  world." 

Most  of  Pao's  customers  have  been 
the  big  Japanese  shipping  lines  like 
Mitsui,  Kawasaki,  Japan  Line,  N.Y.K. 
and  Sanko  Kisen.  They  have  taken 
60%  of  his  vessels.  Pao  often  finds 
them  shipyard  money  (for  Japanese 
shipyards),  largely  through  the  Brit- 
ish-owned Hongkong  &  Shanghai 
Bank  (assets  $12  billion),  which  in 
turn  owns  50%  of  his  biggest  fleet, 
World  Maritime  Bahamas  Ltd.  But 
the  line  must  come  up  with  a  long- 
term  charter,  usually  three  to  15 
years,  which,  in  turn,  often  is  guar- 
anteed by  another  bank.  Pao  gains  his 
edge  on  other  dealers  by  running  the 
ship  for  the  charterer  with  his  own 
crews  out  of  Hong  Kong.  Seamen 
there  sign  on  for  a  third  of  the  wages 
paid  to  regular  Japanese  seamen.  To 
insure  a  steady  supply  of  officers  and 
men,  Pao  has  his  own  Hong  Kong 
maritime  school. 

During  the  early  1970s,  when  the 
supertanker  was  coming  into  its  own, 
Pao  found  his  methods  quite  profit- 
able. One  of  his  public  companies, 
Eastern  Asia  Navigation  (listed  on 
the  Hong  Kong  exchange),  has 
chalked  up  annual  profit  increases  at 
a  40%  compound  rate  in  the  past  five 
years.  In  the  fiscal  year  ended  Mar. 
31,  1974,  it  made  $25  million,  and 
profits  were  up  another  36%  in  the 
first  six  months  of  fiscal  1975,  when 
tanker  rates  were  plummeting.  Pao, 
who  owns  60%  of  Eastern  Asia,  sees 
no  slippage  during  the  rest  of  1975, 
but  hasn't  yet  reported  his  results  for 
the  full  year. 

"I  See  It" 

Japanese  yards  delivered  five  new 
ships  for  Pao  in  June— four  of  them 
supertankers  of  over  220,000  tons. 
And  he  has  39  more  ships,  70%  (by 
tonnage)  of  them  tankers  in  the  yards. 
If  all  are  delivered,  his  world  ton- 
nage would  rise  to  an  incredible  20 
million  tons  by  1980.  These  new  ships 
could  spell  trouble.  Tankers  are  now 
worth  one-third  less  than  they  were 
two  years  ago.  One  228,000  dwt 
tanker,  which  recently  brought  $100 
a  ton,  or  $22  million,  would  have  sold 
for  a  minimum  of  $32  million  in  1973. 
The  Japanese  government  has  stopped 
subsidizing  interest  on  new  ships,  and 
the  yards  are  retooling  to  make  small- 
er vessels. 


Y.K.  Pao 


What  will  Pao  do  with  his  newer 
ships?  He  is  said  also  to  have  good 
lines  to  the  Red  Chinese,  but  he  is 
not  yet  hauling  any  of  their  expand- 
ing oil  output.  "We  are  seeking  can- 
celations," he  said.  "But  it  is  the  sort 
of  thing  that  must  be  worked  out 
quietly  between  the  charterer,  the 
shipyard  and  the  banks  involved.  We 
hoped  to  cancel  ten  ships,  maybe  2 
million  tons  worth." 

That's  only  25%  of  the  total  now 
building.  Win  so  little?  "Owners 
should  not  forget  during  a  depression 
that  there  can  again  be  an  up- 
swing. We  work  on  a  very  simple 
equation.  I  am  counting  on  an  up- 
swing in  1977,  earlier  than  some  see, 
but  I  see  it.  The  world  will  continue 
to  demand  more  energy,  and  tankers 
remain  the  main  carrier,"  he  said. 

The  year  1977  is  critical  for  Y.K. 
Pao.  In  that  year  his  ships  will  begin 
to  come  oil  charter  in  increasing  num- 
bers. "When  the  market  is  so  sour,  all 
we  can  do  is  watch,"  he  said.  "Es- 
pecially we  watch  what  the  Organi- 
zation of  Petroleum  Exporting  Coun- 
tries does.  If  they  raise  the  price  of 
oil  by  more  than  10%  in  September, 
I  think  the  world  economies  will  con- 
tinue to  sink  and  the  demand  I'M  tank- 
ers will  be  much  longer  in  coining 
hack.  But  I  have  talked  to  shipping 
men  and  oil  experts  the  world  over, 
and  I  do  not  think  OPEC  will  raise 
the  price  l>\   ic  than  10%." 

Which  is  just  a  way  of  saying  that 
Y.K.  Pao,  like  the  rest  of  us,  has  his 
fingers  crossed.  ■ 
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The  World  of  Fruehauf. 
Putting  wheels  on  the  world 
of  wheels. 

It's  something  we  started  doing  more  than 
50  years  ago.  And  we're  still  doing  today. 

Through  our  Kelsey-Hayes  subsidiary,  we 
probably  not  only  made  the  wheels  on  your 
car,  but  also  the  disc  brakes  that  stopped 
them.  Not  to  mention  the  wheels  and  anti- 
skid braking  systems  on  those  truck-trailers 
that  bring  you  the  things  you  need  and 
use  every  day. 


We've  been  providing  components  for  the 
automotive  industry  for  almost  as  long  as 
there's  been  an  automotive  industry.  And,  in 
1975,  we'll  manufacture  components  for  just 
about  everything  that  has  wheels— including 
jet  aircraft. 

For  a  look  at  this  part  of  our  world,  send 
for  our  new  World  of  Fruehauf  book: 
Fruehauf  Corporation,  Dept.  FO-85,  10900 
Harper,  Detroit,  Michigan  48232 

It's  time  you  knew  more  about 
the  company  that  rides  to  work 
with  you  every  day. 


ill 


TRANSPORTATION 


wWith  computer-based 
training,  we  teach 

employees  at  72  locations 

simultaneously." 

One  of  the  most  promising  newer  uses  of  the  computer  is  as  a  training  aid  for  business. 
Through  existing  computer  systems,  employees  at  widely  separated  locations  can  learn  new 
skills  and  be  brought  up  to  date  on  present  ones. Travel  and  classroom  expenses  can  be  greatly 
reduced.  And  the  content  of  courses  can  always  be  current  and  uniform. 

The  Interactive  Training  System  is  an  IBM  program  product  for  computer-based  train- 
ing. Here  two  companies  report  on  their  experience  with  it. 

At  Shell  Oil,  "it  allows  our  people  to  learn 
new  procedures  at  their  own  pace!' 

"With  computer-based  training,  we  teach  employ- 
ees at  72  locations  simultaneously,"  says  Dallas  R.  Wolf, 
general  manager  of  Information  and  Computer  Services 
for  Shell  Oil  Company.  "The  Interactive  Training  System 
insures  that  everyone,  everywhere,  is  being  taught 
the  same  procedures'.' 

•  The  system  trains  oil  and  chemical  personnel  at 
Shell  in  such  computer-oriented  techniques  as  online 
order  entry,  cash  disbursements  and  the  use  of  cus- 
tomer information  files.  Along  with  the  data  base  for 
these  applications,  courses  are  stored  in  one  of  the 
company's  System/370  virtual  storage  computers,  ready 
for  access  through  any  of  the  IBM  3275  and  3277  informa- 
tion display  terminals  used  for  daily  operations  and 
training. 
"In  our  courses,  the  emphasis  is  on  the  conversational  mode— for  example,  authentic 

accounting  formats  are  presented  on  the  screen  and  the  student  is  asked  to  complete  ( hem? 

says  Robert  S.  Mathews,  projects  manager  in  the  Information  Systems  I  tepart  men! . 

"Students  can  then  determine  which  procedures  they  are  doing  correct  1  y  and  incorrect  ly, 

permitting  them  to  check  their  progress  step  by  step  with  the  aid  of  the  system.  It  allow 

our  people  to  learn  new  procedures  at  their  own  pace'.' 


Efficient  delivery  schedules  are  one  result 
of  online  customer  files,  in  which  Shell 
personnel  receive  computer-based  training 


. 


At  the  Shell  Credit  Card  Center, 
personnel  answer  customer  calls  24  hours 
a  day  with  the  aid  of  IBM  3277  terminals. 


"An  effective  way  to  upgrade  employee  skills..'.' 

Another  use  of  the  Interactive  Training  System  in- 
volves the  Shell  Credit  Card  carried  by  millions  of  motor- 
ists. At  Tulsa,  Oklahoma  two  System/370  computers  and 
222  IBM  3277  terminals  handle  a  vast  volume  of  credit 
card  transactions,  including  the  preparation  of  all  monthly 
statements. Twelve  computer-based  courses,  among  them 
telephone  and  letter-writing  techniques  and  other  cus- 
tomer service  procedures,  are  part  of  the  employee  train- 
ing program. 

"We  have  found  that  the  Interactive  Training  System 
is  an  effective  way  to  upgrade  employee  skills  on  the  job',' 
explains  Harold  Cothern,  Shell's  manager  of  credit  ser- 
vices. "After  employees  have  had  experience  using  the 
terminals,  they  take  all  twelve  courses  for  review  and 

self-evaluation.  Our  objective  is  the  maintenance  of  high  standards  of  customer  service.  We 

think  the  Interactive  Training  System  helps  us  attain  this  objective'.' 

At  Celanese,"the  courses  were  written  by  an  employee  who  had  held  the 
terminal  operator's  job'.' 

"When  we  converted  our  worldwide  data 
communications  network  to  an  online  system, 
we  needed  to  retrain  over  200  terminal  opera- 
tors at  45  locations  in  three  weeks','  says  Harry 
Venable,  corporate  director  of  telecommuni- 
cations services  for  the  Celanese  Corporation 
at  Charlotte,  N.C.  "The  key  to  this  successful 
transition  was  the  Interactive  Training  Sys- 
tem operating  on  our  System/370  computer. 

"A  Celanese  employee  who  had  held  the 
operator's  job,  but  who  had  no  programming 
experience,  wrote  the  five  basic  courses— 


Celanese,  a  major  producer  of  manmade  fibers, 
retrained  over  200  employees  using  computer-based 

training  techniques. 


which  we  continue  to  use.  They  include  message  preparation,  order  entry  and  shipment  entry 
procedures  for  the  Celanese  operating  companies. 

"Operators  at  every  location  receive  written  training  guides  explaining  procedures  in  de- 
tail.Then  they  take  the  courses  at  the  IBM  3275  terminals,  keying  in  answers  to  questions  pre- 
sented on  the  screen.  On  completion  of  each  course,  the  operators  take  tests  at  the  terminals. 

"The  Interactive  Training  System  enables  us  to  train  personnel  more  quickly  and  econo- 
mically than  any  other  method  we  considered.  We  are  expanding  its  use  into  other  fields'.' 

For  further  information,  call  your  local  IBM  Data  Processing  Division  office.  Or  write  IBM 
Corporation,  Dept.  83F-FO,  1133  Westchester  Ave.,  White  Plains,  N.Y.  10604.        ^^ 

IBM 


Computers  help  get  things  done. 


Data  Processing  Division 
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Elevator  Company 


Our  future  is  a  vertical  marketplace 


It's  a  high-rise  shopping  center  with  the  excitement 
of  an  old  world  bazaar  and  the  convenience  of  true 
one-stop  shopping.  It's  also  a  cultural  center  with 
drama,  art  and  music.  It's  vertical  because  that's  the 
best  way  to  use  our  dwindling  supply  of  urban  land. 

And  because  Otis  has  more  than  60  years'  expe- 
rience in  safely  moving  people,  automatically,  we 
know  how  to  predict  traffic  patterns,  handle  load  re- 
quirements and  plan  for  the  vertical  and  horizontal 
transportation  requirements  for  such  a  marketplace. 


When  it's  built,  we'll  combine  conventional  ele- 
vators and  escalators  with  self-propelled  horizontal 
elevators  to  speed  you  from  floor-to-floor  and  shop- 
to-shop.  Even  move  you  quickly  by  automated  transit 
from  urban  transportation  and  parking  facilities  into 
the  shopping  area. 

Because  we  believe  in  the  future  growth  of  the 
world's  cities,  Otis  research  is  working  now  on  ideas 
to  better  move  people  and  goods  tomorrow 

Otis,  a  company  in  motion. 


Diamond  Begins  To  Sparkle 

After  a  slow  start,  Diamond  Shamrock  has  hit  the  big 
time,  thanks  to  the  recent  boom  in  chemicals. 


Cleveland's  Diamond  Shamrock 
Corp.  got  off  to  a  slow  start.  It  was 
formed  in  1967  from  the  merger  of 
Shamrock  Oil  &  Gas,  a  crude  deficit 
refiner,  and  Diamond  Alkali,  a  com- 
modity chemical  producer.  The  late 
Sixties  were  not  good  years  for  the 
chemical  business,  and  Diamond 
Shamrock's  sales  grew  slowly,  from 
$490  million  to  $551  million  by  1972, 
and  its  earnings  got  bogged  down  in 
the  $30-million  range. 

But  suddenly  opportunity  is  knock- 
ing at  Diamond's  door,  and  its  bosses, 
Chairman  C.A.  (Buzz)  Cash  and 
President  William  H.  Bricker,  are 
taking  advantage  of  it.  Oil  and  gas 
prices  are  way  up;  prices  of  its  basic 
chemicals— chlorine  and  caustic  soda, 
sodium  silicates  and  polyvinyl  chloride 
—are  also  up  or  at  least  holding.  With 
hardly  any  strain  at  all,  Diamond 
doubled  its  earnings  last  year,  to  $94 
million,  or  $5.78  per  share,  on  sales 
of  $965  million.  That  added  up  to  a 
22.6%  return  on  equity.  And  for  the 
first  time  it  gave  the  company  a  siz- 
able cash  flow  ($140  million). 

Cash    and    Bricker    intend    putting 


the  money  to  good  use.  Cash,  60,  who 
started  out  with  Shamrock  41  years 
ago,  took  over  as  chairman  at  the 
start  of  1974  from  James  A.  Hughes, 
who  retired,  and  straightaway  capi- 
tal spending  doubled  to  $200  million. 
This  year,  with  the  43-year-old  Brick- 
er moving  up  to  the  presidency,  Dia- 
mond will  lay  out  another  $200  mil- 
lion. Their  aim,  frankly,  is  to  make 
Diamond  better  by  making  it  bigger. 

"Size  doesn't  guarantee  success," 
says  Bricker.  "In  du  Pont's  case, 
they've  had  years  of  no  growth.  But 
when  you  are  large,  mistakes  tend  to 
have  less  of  an  impact— as  long  as  you 
recognize  them  promptly." 

In  chemicals,  Cash  and  Bricker  will 
open  up  three  new  plants  this  year, 
as  well  as  expand  in  polypropylene 
and  PVC  film.  One  plant  will  turn  out 
sodium  silicates,  which  have  relative- 
ly high  profit  margins.  Another  will 
add  60%  to  Diamond's  chlorine  and 
caustic  soda  capacity,  and  the  third 
will  raise  PVC  capacity  by  50%.  In  oil 
and  gas,  Diamond  is  shelling  out  $80 
million  in  an  attempt  to  reduce  its  de- 
pendence on  other  suppliers  for  crude. 


Right  now  the  company  must  buy 
about  90%  of  its  refinery  input,  which 
is  sold  through  a  string  of  nearly 
1,500  Shamrock  service  stations  in 
the  West. 

But  with  Diamond  Shamrock  ex- 
panding at  twice  the  rate  of  the 
chemical  industry,  the  question  nags: 
Are  Cash  and  Bricker  buying  them- 
selves serious  overcapacity  problems? 
Cash,  of  course,  thinks  not:  "The 
chemical  industry  is  in  different  shape 
now  from  years  past,  when  there  teas 
overcapacity,  before  the  current  short- 
age of  feedstocks.  We've  already 
weathered  this  recession.  Now  we 
have  a  real  good  opportunity  for 
stabilized  growth;  the  markets  will 
be  there  when  the  economy  is  right." 

This  year  Diamond  Shamrock's 
sales  will  finally  pass  the  $l-billion 
mark.  Profits?  At  the  six-month  mark, 
$53  million,  vs.  $43  million  in  1974. 
It  is  making  large  strides  toward 
strengthening  its  basic  chemicals  and 
oil  businesses.  And  it  is  exploiting 
opportunities  in  specialty  chemicals, 
the  area  Bricker  once  headed.  In 
short,  Diamond  Shamrock  could  soon 
move  into  the  big  leagues. 

"If  you  look  back,"  says  Bricker, 
"we  were  almost  the  same  size  as 
the  big  chemical  companies  in  the 
Fifties.  But  when  they  started  to 
grow,  we  missed  out.  Now  we  have  a 
chance  to  get  back  in  the  game."   ■ 


A  Reformed  Man 

Making  a  spectacular  acquisition  isn't  the  way  to  get 
your  stock  up,  says  Walter  Kidde's  Sullivan. 


"All  my  bankers  ask  me  the  same 
question  you  have,"  says  Fred  R.  Sul- 
livan, 60,  whose  70-plus  acquisitions 
conglomerated  Clifton,  N.J.'s  Walter 
Kidde  &  Co.  from  sales  of  $49  mil- 
lion in  1964  to  over  $1.1  billion 
last  year:  "What  am  I  going  to  do 
when  I  get  the  money?" 

The  money  is  the  $90  million  in 
good  hard  cash  that  Sullivan  hopes 
to  receive  soon  from  R.J.  Reynolds 
Industries  for  the  sale  of  U.S.  Lines. 
The  sale  was  actually  made  in  1970, 
but  antitrust  challenges  have  held  it 
up.  To  protect  Kidde  (pronounced 
kid-duh)  in  case  the  Justice  Depart- 
ment objected,  there  was  a  clause 
providing  that  RJR  would  guarantee 
Kidde  wouldn't  get  less  than  $65  mil- 
lion plus  accrued  interest  in  an  alter- 
native sale.  The  Justice  Department 
did  object  because  RJR  was  already 
in  the  shipping  business.  Kidde  still 
had  the  guarantee— but  no  cash.  About 
one-fourth  of  its  stockholders'  equity 


remained  tied  up  for  five  years  while 
RJR  battled  in  the  courts. 

The  long  wait  seems  nearly  over. 
Sullivan  says  that  RJR  has  just  about 
given  up  and  has  three  prospective 
buyers.  He  hopes  to  see  the  cash  be- 
fore this  year  is  over.  Besides  the  $65 
million,  RJR  will  have  to  see  that 
Kidde  gets  over  $25  million  in  accrued 
interest.  If  Sullivan  is  right,  Kidde  will 
be  a  very  liquid  company,  with  well 
over  $100  million  in  cash— better  than 
$10  a  share— out  of  total  capital  of 
less  than  $500  million. 

The  trouble  is  that  Kidde's  prospec- 
tive cash  makes  it  a  likely  takeover 
candidate.  "We've  just  come  through 
two  narrow  escapes,"  Sullivan  says. 
"Larry  Tisch's  Loews  bought  in,  but 
then  sold  in  order  to  go  after  CNA 
Financial.  Then  one  of  our  directors, 
Norman  Alexander  of  Sun  Chemical, 
bought  a  big  chunk  of  stock,  but  is 
getting  out  now  that  he  has  cast  his 
eye  upon  United  Brands." 


Kidde  is  a  bit  safer  now,  but  not 
out  of  the  woods.  It  sells  at  around 
five  times  prospective  1975  earnings, 
as  against  barely  two  times  earnings 
at  one  point  last  year.  Still,  with  all 
that  cash,  the  takeover  possibility  re- 
mains. Kidde  has  a  book  value  of 
nearly  $27  a  share,  vs.  a  recent  mar- 
ket price  of  around  $20,  and  its  mis- 
cellany of  going  businesses— from  hy- 
draulic cranes  to  bank-security  and 
fire-detection  equipment— is  nicely 
profitable.  Sullivan  himself  owns  only 
79,000  shares  of  Kidde  common,  less 
than  1%  of  the  outstanding,  hardly 
enough  to  block  a  major  assault. 

Sullivan's  strategy  is  to  prove  to  in- 
vestors that  Kidde  is  no  wild-and- 
wooly  conglomerate  and  is  thus  worth 
more  than  five  times  earnings.  "Five 
years  ago  I  would  have  spent  the 
[U.S.  Lines]  money  on  a  major  ac- 
quisition before  I  even  got  it.  But 
now  I'll  use  the  money  to  reduce  and 
restructure  our  debt.  We're  also  buy- 
ing in  the  last  of  the  public  stock  in 
our  LCA  subsidiary  [formerly  Light- 
ing Corp.  of  America]. 

"When  I  am  finished,  Kidde  is  go- 
ing to  be  an  A-rated  company." 

A-rated,  that  is,  as  compared  with 
an  X-rated  conglomerate.   ■ 
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The  Numbers  Game 


Oops!  We  Overlooked  That 


What  worries  us  about  the  account- 
ants is  the  profession's  occasional  ten- 
dency to  make  things  worse  in  a  sin- 
cere but  confused  effort  to  make 
them  better.  The  latest  case  in  point 
is  the  Financial  Accounting  Standards 
Board's  exposure  draft  on  inflation  ac- 
counting, which  is  now  being  circulat- 
ed through  the  profession  and  through 
industry  generally. 

The  proposal  is,  in  essence,  to  ap- 
ply a  single  general-purchasing-pow- 
er adjustment  to  all  figures  of  all  com- 
panies—and report  the  figures  so  ad- 
justed as  a  supplement  to  their  regu- 
lar financial  statements.  Unfortunate- 
ly, the  FASB  exposure  draft  also  has 
a  grave  flaw— one  that  FASB  mem- 
bers themselves  admit  they  complete- 
ly overlooked. 

What  is  behind  the  proposal,  of 
course,  is  the  havoc  that  inflation  has 
played  with  figures  based  on  historical 
cost:  Assets  depreciated  or  depleted 
on  the  basis  of  their  historical  cost 
cannot  be  replaced  by  the  total  of  the 
amounts  thus  reserved.  What  the 
FASB  proposed  is  to  adjust  such 
historically  based  figures  by  a  gener- 
al, nationwide  index  of  inflation— the 
gross  national  product  deflator,  for 
example. 

This  is  a  crude  adjustment  at  best, 
since  inflation  rates  vary  from  indus- 
try to  industry  and  from  one  geo- 
graphical area  to  the  next.  Thus,  while 
the  adjusted  figures  may  come  closer 
to  current  realities,  it  is  almost  coinci- 
dental whether  they  reflect  accurately 
the  fair  market  value  of  an  item  or 
its  cost  of  replacement. 

You  would  expect  that  any  kind  of 
inflation  adjustment  would  tend  to  re- 
duce reported  earnings  because  it 
would  increase  depreciation  charges 
every  year  in  line  with  the  inflation 
rate.  A  company  with  $10  million  in 
depreciation,  given  a  10%  inflation 
rate,  would  have  to  reserve  $11  mil- 
lion the  next  year  even  if  it  didn't 
buy  a  single  new  machine.  So,  pretax 
earnings  "drop"  by  $1  million. 

But  that  is  only  half  the  story.  You 
have  to  consider  the  effect  of  infla- 
tion on  liabilities  as  well  as  on  assets. 
Inflation  reduces  liabilities  in  terms  of 
real  dollars;  when  you  pay  off  the 
debt,  you  do  so  in  cheaper  dollars. 
Under  this  new  kind  of  accounting,  a 
company  loses  earnings  from  higher 
depreciation  but  gains  earnings  from 
the  reduction  of  the  debt.  The  expo- 
sure draft  provides  that  this  gain  on 


-yfrett&feJ, 


a  company  could  show  huge  earnings  gains  all  the  way  to  bankruptcy." 


debt  be  credited  directly  to  earnings. 

Please  follow  us  in  some  simple 
arithmetic.  A  company  borrows  $100 
at  the  start  of  1974  and  buys  a  ma- 
chine with  it.  By  the  beginning  of 
1975,  after  a  year  of  12%  inflation, 
the  company  is  permitted  to  take  a 
$12  credit  because  the  debt  has  de- 
creased by  that  amount  in  constant 
dollars.  But  now  let's  look  at  the  ma- 
chine. It  gets  written  up  to  $112— 
although  the  extra  $12  isn't  flowed 
through  to  income— with  the  result 
that  depreciation  charges  go  up.  Let's 
take  10%  straight-line  depreciation. 
Under  present  rules  the  depreciation 
is  $10;  under  the  new  rules  it  is  $11.20 
-10%  of  $112. 

The  bottom  line  now  looks  like  this: 
Credit  to  earnings:  $12.  Debit  to  earn- 
ings from  higher  depreciation:  $1.20. 
Net  gain:  $10.80.  Terrific! 

But  wait  a  minute.  We're  sorry  to 
say  that  there's  yet  another  complica- 
tion. Any  business  has  receivables: 
cash  due  it.  Obviously,  these  receiv- 
ables are  depreciating  in  value  during 
a  period  of  inflation.  Like  debt,  these 
are  "monetary"  items.  So,  while  the 
company  gets  a  credit  for  the  re- 
duction in  the  burden  of  its  debt,  it 


gets  debited  for  the  reduction  of  its 
receivables. 

This  is  rough  on  a  company  with 
high  receivables  and  little  debt.  Such 
a  company  gets  hit  by  inflation  ac- 
counting on  both  sides  of  the  balance 
sheet.  Take  Eastman  Kodak,  which 
last  year  had  about  $1.6  billion  in  re- 
ceivables and  cash  items  and  $1.2 
billion  in  debt.  On  12%  inflation,  Ko- 
dak would  gain  a  credit  of  about  $144 
million  on  its  debt,  but  would  "lose" 
$192  million  on  its  receivables.  More- 
over, its  depreciation  charges  would 
rise  by  more  than  $25  million.  Over- 
all, Kodak's  earnings  would  have  been 
lowered  by  $73  million.  This,  of 
course,  oversimplifies  the  situation, 
but  makes  the  point  that  a  conserva- 
tively financed  company  would  be 
penalized   under   the  proposed   rules. 

Restated  this  way,  most  compa- 
nies earnings  do  come  out  lower  than 
those  they  reported.  In  a  recent  book. 
Accounting— The  Language  of  Busi- 
ness, Professor  Sidney  Davidson  of  die 
University  of  Chicago  Business  School 
and  three  colleagues  applied  the 
FASB    guidelines    to    the    1974    results 

of  65  industrial  companies,  The  30 
Dow     Jones     industrial     companies 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 


2,000,000  Shares 

Schlumberger  Limited 


( Schlumberger  N.  V.J 

A  Netherlands  Antilles  Corporation 


Common  Stock 

($1  par  value) 


Price  $80  a  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 

■undersigned  as  may  legally  offer  these  Securities  in  compliance 

with  the  securities  laws  of  such  State. 


MORGAN  STANLEY  &  CO. 

Incorporated 

BANQVE  DE  PARIS  ET  DES  PAYS-BAS     THE  FIRST  BOSTON  CORPORATION     MERRILL  LYNCH,  PIERCE,  FENNER  &  SMITH 

Incorporated 

BANQUE  DE  NEUFLIZE,  SCHLUMBERGER,  MALLET  BLYTH  EASTMAN  DILLON  &  CO. 

Incorporated 

DILLON,  READ  &  CO.  INC.         DREXEL  BURN  HAM  &  CO.         GOLDMAN,  SACHS  &  CO.        HALSEY,  STUART  &  CO.  INC. 

Incorporated  Affiliate  of  Bache  &  Co.  Incorporated 

HORN  BLOWER  &  WEEKSHEMPHILL,  NOYES  E.  F.  HUTTON  &  COMPANY  INC.  KIDDER,  PEABODY  &  CO. 

Incorporated  Incorporated 

KLEIN  WORT,  BENSON  KUHN,  LOEB  &  CO.  LEHMAN  BROTHERS  LEPERCQ,  DE  NEUFLIZE  &  CO. 

Incorporated  Incorporated  Incorporated 

LOEB,  RHOADES  &  CO.  PAINE,  WEBBER,  JACKSON  &  CURTIS  REYNOLDS  SECURITIES  INC. 

Incorporated 

SALOMON  BROTHERS  SMITH,  BARNEY  &  CO.  WARBURG  PARIS  AS  BECKER  INC. 

Incorporated 

WERTHEIM  &  CO.,  INC.  WHITE,  WELD  &  CO.  DEAN  WITTER  &  CO. 

Incorporated  Incorporated 

July  SO,  1975. 


The  Numbers  Game 


show  id  a  median  reduction  in  earn- 
ings to  88/1  of  reported  earnings.  For 
the  other  35  companies,  the  median 
was  l)|.  Some  companies  were  tre- 
mendouslj  impacted.  Chrysler,  for  ex- 
ample, would  have  shown  triple  the 
loss  it  reported.  General  Motors  would 
have  shown  a  loss,  and  United  Tech- 
nologies' restated  earnings  would  have 
Been  only  25%  of  those  actually  re- 
ported in  1974. 

Still  others  would  have  been  little 
affected,  and  some  would  have  bene- 
fited. Procter  &  Gamble's  restated 
earnings  would  have  been  98%  of  the 
$317  million  it  did  report.  Alcoa,  more 
highly  leveraged,  would  have  shown 
27%  greater  earnings  by  restatement. 


Are  utility  earnings  so  much  better 
than  anyone  except  possibly  Ralph 
Nader  suspected?  Rather  the  oppo- 
site, in  fact.  If  one  eliminated  mone- 
tary item  adjustments  (see  column 
two  of  the  table),  all  the  companies 
showed  sharp  earnings  declines.  Con- 
sumers Power,  a  Michigan  utility  gen- 
erally considered  in  trouble,  showed 
restated  earnings  only  37%  of  those  re- 
ported. But  include  monetary  items, 
and  Consumers  Power  would  show 
restated  earnings  more  than  triple  and 
per-share  earnings  six  times  those  that 
were  reported. 

Consumers  Power  shows  this  pre- 
cisely because  it  is  in  such  woeful 
shape.   As   a  highly  leveraged  utility 


Electric  Utilities  Earnings,  FASB  Style 


— Adjusted  I 

ncome — 

Including 

Reported 

Before  gain 

gain  on 

1974 

on  monetary 

monetary 

income 

items 

items 

Common  Share  Earnings 

Utility 

(millions) 

(millions) 

(millions) 

Reported 

Adjusted 

American  Elec.  Power 

$176 

$117 

$488 

$2.06 

$7.21 

Cleveland  Elec.  Ilium. 

61 

45 

127 

3.68 

9.60 

Commonwealth  Edison 

180 

108 

395 

2.88 

8.21 

Consolidated  Edison 

209 

148 

499 

2.68 

8.79 

Consumers  Power 

61 

23 

202 

1.34 

8.31 

Detroit  Edison 

89 

55 

255 

1.46 

6.00 

Houston  Lighting  &  Powei 

69 

54 

149 

2.92 

6.98 

Niagara   Mohawk  Power 

96 

65 

216 

1.70 

4.86 

Pacific  Gas  &  Elec. 

261 

179 

515 

3.27 

8.24 

Philadelphia  Elec. 

129 

94 

294 

1.81 

5.94 

Public  Service  Elec.  &  Gas 

154 

106 

351 

2.35 

7.03 

Southern  Calif.  Edison 

218 

169 

409 

4.10 

9.76 

Source:  Financial  Analysts  Journal 

September/October,  1975 

-  That  set  Davidson  to  thinking.  He 
decided  to  look  at  some  highly  lever- 
aged industries.  In  an  article  to  ap- 
pear in  the  September-October  issue 
of  The  Financial  Analysts  Journal,  he 
and  Roman  Weil  of  Georgia  Tech  re- 
port on  the  consequences  of  applying 
the  FASR  guidelines  to  the  utilities. 

The  results,  if  the  pun  is  permis- 
sible, are  electrifying.  Utility  earnings 
would  have  increased  in  every  case, 
usually  by  more  than  double.  The  im- 
pact on  earnings  per  share  was  even 
more  dramatic.  As  shown  in  the  table 
above,  median  earnings  per  share  of 
electric  utilities  would  triple. 


its  "earnings"  from  discounted  debt 
are  huge,  but  without  any  more  cash 
flow-it  is  all  a  paper  profit.  "It  sounds 
as  though  a  company  could  show  huge 
earnings  gains  all  the  way  to  bank- 
ruptcy," snaps  Controller  Ralph  Heu- 
mann  of  Chicago's  Commonwealth 
Edison,  echoing  the  I  ears' of  many  oth- 
er utilities. 

It's  not  that  the  utilities  are  con- 
stitutionally opposed  to  inflation  ad- 
justments. Some,  like  Indiana  Tele- 
phone and  Toledo  Edison,  already 
publish  inflation-adjusted  figures.  Rut 
both  defer  the  benefit  of  inflation  on 
long-term  debt,  and  that  has  the  ef- 


fect of  sharply  decreasing  earnings— 
not  increasing  them  as  would  the 
FASR  approach.  Indiana  Telephone, 
for  example,  has  restated  earnings  of 
$1.93,  vs.  $3.96  on  a  historical  cost 
basis— an  approach  that  its  auditors, 
Arthur  Andersen  &  Co.,  say  in  their 
letter  of  certification  more  fairly  rep- 
resents the  true  financial  condition  of 
the  company. 

What  worries  the  utilities  is  that 
rate-making  commissions  might  treat 
the  higher  restated  earnings  as  true 
current  earnings— something  that 
FASR  Vice  Chairman  Robert  Sprouse 
expressed  a  fervent  hope  would  not 
occur.  Rut  rate  commissions  are  more 
noted  for  their  grasp  of  political  ex- 
pediency than  their  grasp  of  account- 
ing intricacy. 

The  heart  of  the  utility  objection 
is  the  FASR's  different  treatment  of 
monetary  items,  like  debt  and  receiv- 
ables, and  nonmonetary  items,  like 
plant  and  equipment.  They  would  pre- 
fer both  items  to  be  treated  the  same 
•way  in  regulated  industries,  where 
the  allowed  return  is  based  on  recov- 
ery of  historical  cost.  Sprouse  con- 
cedes this  problem,  although  it  never 
came  up  in  the  FASR  committee's  ini- 
tial discussions. 

What  kind  of  inflation  accounting 
will  be  used  by  U.S.  business  is  not 
merely  a  question  of  adjusting  the 
disagreement  between  the  utilities  and 
the  FASR.  The  Securities  &  Exchange 
Commission  is  likely  to  enter  the  fray 
with  its  own  preferred  method,  re- 
placement-cost accounting,  which  re- 
states fixed  assets  and  inventory  on 
the  balance  sheet  and  cost  oi  sales  and 
depreciation  in  the  income  statement 
in  terms  of  replacement  cost.  It  also 
raises  the  confusing  prospect  that  fi- 
nancial statements  could  show  three 
sets  of  numbers:  the  traditional,  the 
FASR's  and  the  SEC's,  although  the 
latter  two  sets  of  figures  would  be  sup- 
plementary to  the  first. 

Replacement-cost  accounting  is  ad- 
mittedly more  complex  than  the  FASR 
method,  which  John  C.  Burton,  the 
SEC's  chief  accountant,  argues  is 
confusing  and  does  not  reflect  finan- 
cial reality.  But  one  can  agree  with 
Burton's  reservations  without  accept- 
ing  the  SEC's  alternative. 

It's  too  bad  that  life  isn't  simple, 
but  since  it  is  so  complicated,  the  a< 
countants  and  the  regulatory  authori- 
ties should  work  together  latin  i 
than  at  cross  purposes  so  that  the) 
don't  end  up  confusing  investors  in- 
stead of  better  informing  them.    ■ 
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On  The  Go-Go  Again 

In  spite  of  what  is  happening  in  New  York 
City,  the  market  for  municipal  bonds  is 
booming.  The  boom  is  bringing  abuses. 


In  the  late  sixties  a  good  many 
stockbrokers  were  hauling  in  some 
$100,000  a  year  and  more.  In  those 
days  the  municipal  bondmen  did 
well  to  take  home  $15  grand  a  year. 

Today  most  of  those  whopping 
stockbroker  incomes  have  gone.  Now 
it  is  the  municipal  salesmen  who  are 
earning  the  big  money. 

How's  that,  with  New  York  City 
bonds  virtually  unsalable?  With  a 
host  of  other  cities  and  states  facing 
horrendous  fiscal  problems? 

The  fact  is  that  municipal  dealers 
are  thriving  today.  True,  New  York 
City  bonds  aren't  moving,  and  inter- 
est rates  have  risen  on  many  other  is- 
sues because  of  New  York's  fiscal 
problems.  But  the  high  yields  have 
helped  rather  than  hurt  the  sale  of 
other  state  and  local  government 
bond  issues.  The  public— as  always— 
is  unable  to  resist  an  apparent  bar- 
gain, especially  a  bargain  with  a  tax 
angle.  In  June,  with  New  York's  trou- 
bles all  over  the  newspapers,  $5.6 
billion  of  municipal  notes  and  bonds 
were  sold. 

Overall,  flotation  of  new  municipal 
bonds  and  notes  has  risen  from  $22 
billion  in  1967  to  a  possible  $55  bil- 
lion this  year.  High  interest  or  not, 
the  governments  need  the  money, 
and  investors  are  giving  it  to  them.  A 
high-grade  municipal  now  pays  6% . 
or  so;  lesser  investment  grades  bring 
up  to  8%  or  more.  To  investors  burned 
in  the  stock  market  and  bereft  of  last 
year's  high  yields  on  certificates  of  de- 
posit and  Treasury  bills,  the  tax-frees 
have  looked  mighty  good.  So  new 
sales,  overall,  have  been  quite  brisk. 
So  has  the  trading  volume  in  already 
outstanding  tax  exempts.  The  exact 
volume  is  hard  to  pin  down,  but  one 
muni  expert,  employing  a  two  to  two- 
and-one-half  times  new-issue  volume 
rule  of  thumb,  estimates  it  is  running 
at  some  $50  billion  annually.  It  is  al- 
so impossible  to  get  any  reliable  data 
on  the  gross  revenues  generated  by 
municipal  bond  dealers,  but  Forbes' 
best  estimate  is  that  in  1975  it  will 
amount  to  between  $900  million  and 
$1  billion  from  all  sources. 

Best  of  all  has  been  the  change  in 
customer  mix.  Five  years  ago  com- 
mercial banks  accounted  for  some- 
thing like  90%  of  the  purchases  of 
new  municipals.  Now,  in  a  switch 
ry  bit  as  dramatic  as  the  institu- 
tions'   takeover   of   the   stock   market 


more  than  a  decade  ago,  individual 
investors  account  for  well  over  80%  of 
the  buying  in  new  issues. 

The  comparatively  high  yields  on 
municipals  have  a  lot  to  do  with  this 
spectacular  switch,  of  course.  But 
perhaps  equally  alluring  to  individual 
investors  is  the  sheer  delight  of  beat- 
ing out  the  tax  collector.  "There's 
nothing  quite  like  watching  a  person 
opening  up  his  first  tax-exempt  inter- 
est check,"  says  James  Lebenthal  of 
Lebenthal  &  Co.,  the  firm  that  has 
done  more  than  any  other  to  popular- 
ize municipals  among  the  masses  with 
its  catchy  advertising  (Forbes,  July 
15).  "He  bristles  with  the  feeling  that 
he  has  gotten  something  special." 

Mix  all  this  together  in  a  market 
that  has  been  unregulated,  and  it  is 
no  wonder  that  salesmen  and  their 
films  are  having  a  field  day.  The 
spread  on  a  $5,000  bond  (the  stan- 
dard denomination)  might  be  $150; 
a  $25,000  order  could  yield  $400. 


HERE  COME 
THE  LITTLE  GUYS 

Banks,  insurance  companies 
and  other  institutional  investors 
still  hold  the  lion's  share 
of  municipal  bonds. 
But  the  market's  growth  surge  in 
recent  years  has  come  increasingly 
from  individual  investors. 
1—250 


INDIVIDUAL 
INVESTOR 

INSTITUTIONAL 
INVESTOR 
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The  dealers  are  raking  it  in  in  a 
variety  of  other  ways.  Says  one  New 
York  bond  trader  with  both  individ- 
ual and  institutional  clients:  "A  lot 
of  our  customers  aren't  just  looking 
for  yield  or  making  tax  swaps.  They 
trade  in  and  out,  looking  to  play  the 
interest-rate  swings  and  spreads  that 
exist  between  different  types  and  ma- 
turities of  municipals.  You'd  be  sur- 
prised how  much  income  that  can 
generate  for  a  salesman."  Generally, 
the  bondman  receives  no  commission 
on  trades,  as  a  stockbroker  does;  he 
splits  the  spread  with  the  firm.  With 
price  spreads  widening  on  anything 
less  than  top-quality  paper,  there  is 
plenty  of  room  for  one  to  profit,  de- 
spite the  risk  of  trading  losses. 

There  are  about  900  dealers  in  the 
business  nationwide,  ranging  from 
banks  to  securities  firms  to  strictly 
regional  muni  brokers.  Most  of  these 
outfits  trade  for  their  own  account, 
too.  Some  try  to  play  the  interest-rate 
and  yield  swings;  last  year  a  number 
paid  dearly  for  it.  Chase  Manhattan 
Bank  and  Donaldson,  Lufkin  &  Jen- 
rette,  for  example,  got  caught  with 
trading  losses.  Several  smaller  dealers 
were  driven  under  in  late  1974  as  in- 
terest rates  soared  to  record  highs 
and  lenders  called  their  loans.  But  in 
the  1975  municipal  market,  trading 
losses  are  the  exception,  because  most 
aren't  sticking  their  necks  out. 

Underwriting  new  municipal  is- 
sues has  proved  rewarding,  too,  par- 
ticularly the  lower  rated  issues  of  cit- 
ies and  states  with  fiscal  problems. 
On  the  bonds  of  a  triple-A  munici- 
pality like  Indianapolis,  an  underwrit- 
ing syndicate  might  tack  on  a  fee  of 
$10  per  thousand-$200,000  on  a 
S20-million  issue.  But  on  an  A-rated 
Philadelphia  issue,  the  fee  has  run  to 
$35  per  thousand— more  compensa- 
tion for  the  higher  risk.  After  all,  they 
could   get   stuck  with   unsold  bonds. 

The  really  big  money  recently  has 
been  made  selling  municipal  unit  in- 
vestment trusts  to  individuals.  The 
more  active  firms  in  this  business  are 
Merrill  Lynch  and  its  co-sponsors 
Reynolds  and  Ba<  he,  plus  Nuveen, 
Paine,  Webber  and  E.F.  Hutton.  They 
put  together  a  package  of  anywhere 
from  10  to  40  or  so  municipal  issues. 
The  package  typically  will  include  a 
mixture  of  new  bonds  and  old  ones, 
big-city  bonds  and  small-town  bonds, 
general-obligation  issues  and  revenue 
issues.  For  as  little  as  $1,000  a  crack, 
a  small  investor  can  get  instant  di- 
versification. The  trusts  are  predomi- 
nantly sold  in  monthly  series  and  pay 
out  tax-exempt  interest  each  month. 
But  the  price  is  pretty  steep:  The 
sponsors  add  on  a  sales  commission 
of  up  to  4?2%,  with,  in  some  cases,  3% 
going  to   the  salesman.   If  unit  trust 
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"Tj  l^  synalloy  corporation 


Chemicals  •  D/es  •  Alloy  Equipment  •  Distribution 


Maybe  you  need 
two  out  of  three? 


deVegh 

Mutual  Fund,  Inc. 

For  investors  seeking  pos- 
sible long-term  capital 
appreciation. 

Established  in  1950 


Pine  Street 

Fund,  Inc. 

For  investors  seeking  to 
combine  continuity  of  in- 
come with  the  opportunity 
for  growth. 

Established  in  1949 


Neuwirth 

Fund,  Inc. 

For  investors  seeking 
maximum  opportunity  for 
growth  which  may  be  ac- 
companied by  above 
average  risk. 

Established  in  1966 


These  three  NO-LOAD  mutual  funds  are  managed  by  Wood,  Struthers  &  Winthrop 
Management  Corp.,  a  wholly-owned  subsidiary  of  Wood,  Struthers  &  Winthrop, 
Inc.,  a  firm  that  has  been  managing  assets  for  over  one  hundred  years. 

Shares  of  these  funds  can  be  bought  and  redeemed  at  net  asset  value  per  share. 
There  is  no  sales  charge.  Members  No-Load  Mutual  Fund  Association,  Inc. 

For  a  free  prospectus  on  any  (or  all)  of  these  funds,  please  mail  the  coupon 
below.  No  salesman  will  call.  Or,  telephone  (212)  269-3313. 

WOOD,  STRUTHERS  &  WINTHROP  MANAGEMENT  CORP. 
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Mr.  John  Winthrop,  Chairman 

Wood,  Struthers  &  Winthrop  Management  Corp. 

20  Exchange  Place,  New  York,  New  York  10005 

A  prospectus  containing  more  complete  information  about  these  funds  including 
all  charges  and  expenses  will  be  sent  upon  receipt  of  this  coupon.  Read  it  carefully 
before  you  invest.  Send  no  money. 


NAME. 


ADDRESS. 
CITY 


.STATE. 


ZIP. 


□  deVegh  Mutual  Fund 

□  Neuwirth  Fund 

□  Pine  Street  Fund 


sales  hit  $2.5  billion  this  year,  total 
commissions  may  run  to  $90  million, 
with  salesmen  receiving  $70  million. 

Merrill  Lynch  recently  brought  out 
its  40th  monthly  series,  a  record  $100- 
million  issue  designed  to  yield  inves- 
tors an  8.1%  tax-free  return.  For  this 
one  offering  alone,  the  underwriting 
commissions  totaled  $3.5  million— half 
of  which  went  to  Merrill  Lynch  and 
its  sales  force,  and  half  to  its  co-under- 
writers. On  the  same  offering,  the 
sponsors  also  reaped  an  additional 
$1.1  million  in  profits— from  the  dif- 
ference between  the  prices  they  orig- 
inally paid  for  the  bonds  in  the  pack- 
age and  the  prices  at  which  they  were 
evaluated  for  sale  to  the  unit  trust. 
Everybody  gets  into  the  act:  Banks 
acting  as  trustees  for  the  Merrill 
Lynch  unit  trusts  earn  a  fee  of  $1.35 
per  $1,000  for  doing  so. 

Says  Goldman,  Sachs'  bond  part- 
ner, Charles  M.  Harmon  Jr.,  "The  unit 
trust  business  has  been  a  bonanza 
for  the  sponsors  and  even  for  the  firms 
that  sell  pieces  of  issues  to  the  unit 
trusts.  And  the  salesmen,  they  really 
love  to  sell  unit  trusts  with  the  take- 
down of  around  2.5%." 

Harmon  says  there  are  many  mu- 
nicipal bond  salesmen  on  The  Street 
these  days  making  $75,000  a  year. 
"Some  of  our  guys  can  easily  pull 
down  $100,000,"  he  says. 

Getting  In  Cheap 

As  for  dealers,  they  can  leverage 
a  large  amount  of  trading  volume  on 
modest  amounts  of  capital.  For  those 
strictly  municipal  bond  dealers  who 
haven't  chosen  to  join  the  National 
Association  of  Securities  Dealers, 
there  are  no  net  capital  rules,  as  there 
are  in  the  trading  of  corporate  stocks 
and  bonds.  So  it  has  been  an  easy 
business  to  enter, 

Predictably,  as  the  municipal  busi- 
ness has  grown  rapidly,  the  lack  of 
regulation  has  produced  increasing 
problems,  even  scandals.  The  first  ac- 
tion was  against  a  Memphis  outfit, 
Charles  A.  Morris  &  Associates,  thai 
was  caught  using  boiler-room  sales 
tactics  that  would  have  made  the 
seediest  stock  market  operator  blush. 
The  Securities  &  Exchange  Commis- 
sion, using  its  antifraud  powers,  filed 
suit  and  Morris  closed  in  1973.  Later 
that  year  the  SEC  cracked  down  on 
Paragon  Securities  of  Newark,  N.J. 
after  Forbes  had  exposed  some  of 
that  hard-selling  firm's  lack  oi  icru 
pies.  Paragon  subsequently  went 
bankrupt  and  its  customers  lost  an 
estimated  $3  million. 

There    were    other    eas(s      \    Fori 
Lauderdale   bond   firm,    R.J.    Allen    & 
Associates,  was   Found   bo   have   pei 
suaded    Vietnam     war    veterans     last 
year  (including  some  prisoners  <>l  wai 
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Does  your  bank  know  what 
rain  on  the  cotton  will  do  to  your  sales 
in  central  America? 


In  central  America,  cotton  is  still  an 
economic  factor.  A  rainy  season  has  a  big 
effect  on  retail  sales.  At  the  wrong  time, 
rain  could  mean  decreased  sales.  Or  it 
could  delay  sales  thirty  to  sixty  days.  If 
you're  retailing— or  selling  to  retailers— in 
central  America  this  knowledge  can  help 
you  manage  your  cash  flow  and  inventory. 

In  central  America,  we  can  be  your 
financial  eyes  and  ears.  We  have  the  hard- 
ware, people,  services  and  size  to  be  your 
regional  bank  in  central  America. 

Anything  banks  in  New  York,  Atlanta, 
Chicago  or  Dallas  can  do,  we  can  do. 
Always  with  equal  efficiency,  sometimes 
greater.  Don't  give  a  bank  on  the  perimeter 
an  unwanted  assignment  when  we're  here 
and  eager  to  prove  our  capabilities.  Call 

James  A.  Kinney.  901-523-4115. 


FIRST  TENNESSEE 
NATIONAL  CORPORATION 


The  banks  of  central  America 


This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


NHV    ISSUE 


July  18,  197S 


$350,000,000 


CITICORP 


S%%  Convertible  Subordinated  Notes  Due  2000 


Convertible  into  Common  Stock  of  Citicorp  at  any  time  on  or  before  June  30,  2000, 

unless  previously  redeemed,  at  a  conversion  price  of  Ml  per  share, 

subject  to  adjustment  in  certain  events. 


Price  100% 

plus  accrued  interest  from  July  24, 1975,  if  any 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  underwriters, 
including  the  undersigned,  only  in  Stales  in  which  such  underwriters  are  qualified 
to  act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation        Goldman,  Sachs  &  Co.       Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 


Morgan  Stanley  &  Co. 

Incorporated 

Donaldson,  Lufkin  &  Jenrette 

Sccsritlct  Corporation 


Blyth  Eastman  Dillon  &  Co. 

In  corpora  ted 

Drexel  Burnham  &  Co. 

Incorporated 


Dillon,  Read  &  Co.  Inc. 


Halsey,  Stuart  &  Co.  Inc. 

Affiliate  of  Bache  aV  Co.  Incorporated 


Hornblower  &  Weeks-Hemphill,  Noyes      E.  F.  Hutton  &  Company  Inc.      Keefe,  Bruyette  &  Woods,  Inc. 

Incorporated 


Kidder,  Peabody  &  Co. 

Incorporated 

Loeb,  Rhoades  &  Co. 
Salomon  Brothers 
Wertheim  &  Co.,  Inc. 


Kuhn,  Loeb  &  Co. 


Lazard  Freres  &  Co. 


Paine,  Webber,  Jackson  &  Curtis 

Incorporated 

M.  A.  Schapiro  &  Co.,  Inc. 


White,  Weld  &  Co. 

Incorporated 


Lehman  Brothers 

Incorporated 

Reynolds  Securities  Inc. 


Smith,  Barney  &  Co. 

Incorporated 

Dean  Witter  &  Co. 

Incorporated 


"Some  of  the  most 
entertaining  reading 
around  these  days." 


» 


/" 


from  an  article 
on  Malcolm  Forbes  in— 
SPORTS  ILLUSTRATED 


Fact  &  Comment  by  Malcolm  S.  Forbes. 

295  pages  in  a  handsomely  bound  hardcover  edition.  Send  check 
for  $7.95  to  Forbes  Inc.,  60  Fifth  Avenue,  'Jew  York,  N.Y.  1001 1 
(New  York  State  residents,  add  4%-8%  sales  tax;  New  York  City,  8%) 


who  received  big  chunks  of  back  pay) 
to  put  money  in  Alabama  industrial 
revenue  bonds  that  did  not  exist.  This 
spring  a  Texas  court  sentenced  a  part- 
ner in   the  firm  to  ten  years  in  jail. 

As  background  for  the  new  Secur- 
ities Acts  Amendments,  a  Senate  sub- 
committee cited  "a  pattern  of  profes- 
sional misconduct  by  a  significant 
number  of  broker- dealers."  The  report 
went  on:  "This  pattern  is  character- 
ized by  unconscionable  markups, 
churning  of  customers'  accounts,  mis- 
representations concerning  the  nature 
and  value  of  municipal  securities,  dis- 
regard of  suitability  standards  and 
scandalous  high-pressure  sales  tech- 
niques." In  some  cases,  the  subcom- 
mittee said,  defaulted  bonds  were  sold 
to  unknowing  customers. 

As  a  consequence  of  these  scandals, 
Congress  wrote  new  municipal  bond 
rules  into  the  Securities  Acts  Amend- 
ments of  1975.  Except  for  banks,  all 
dealers  must  now  be  members  of 
a  national  association,  most  likely  the 
National  Association  of  Security  Deal- 
ers, and  will  be  subject  to  audit  by  it. 
The  SEC  will  also  soon  set  up  a  Mu- 
nicipal Securities  Rulemaking  Board 
to  establish  rules  of  fair  practice.  But 
the  new  standards,  whatever  they  are, 
are  not  scheduled  to  take  effect  until 
Dec.  1,  1975. 

Watch  Out 

Meanwhile,  another  potential  scan- 
dal is  brewing.  Forbes  has  learned 
that  the  U.S.  Attorney  in  Newark, 
N.J.,  Jonathan  Goldstein,  is  conduct- 
ing an  investigation  into  deceptive 
and  fraudulent  municipal  bond  prac- 
tices in  his  state.  Leonard  J.  Fisher, 
an  investigative  reporter  on  The  Star- 
Ledger  of  Newark,  learned  that  se\  - 
rial  bond  houses  were  knowingly 
helping  customers,  including  doctors, 
lawyers  and  businessmen,  to  buy  mu- 
nieipal  bonds  with  unreported  income 
—using  eoded  accounts.  That,  of 
course,  is  a  form  of  tax  exemption 
that  goes  well  beyond  what  the  Sn 
preme  Court  had  in  mind  in  the  land 
mark  1819  MeCnlloeh  is.  Maryland 
ease,  winch  established  (he  doctrine 
that  the  Federal  Government  and  the 
states  cannot  tax  each  other's  securi- 
ties. All  Goldstein  will  say  is:  "A  inn 
ket  like  municipal  bonds,  where  the 
bonds  are  issued  in  bearer  hum  and 
where  no  information  is  filed  with  a 
government  agency,  is  an  irresistible 
temptation  lor  criminal  mom 

The  message  for  investors  is  clear 
enough:  Buy  only  from  a  reputable 
broker  and  even  then  be  certain  that 
you  know  who  the  issuer  is.  how 
much  yon  are  paying  and  how  liquid 
the  security  is.  It's  a  never  ending  si" 

ry:  Where  the  big  money  la  Involved, 
big  cheating  is  almost  inevitable.    ■ 
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The  best  selling  books  in  America 

are  now  featured  monthly 

in  8  inflight  magazines. 
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I  publish  those  magazines. 


I'm  truly  proud  to  announce 
that  East/West  Network's  inflight 
magazines  are  now  going  to 
include  excerpts  of  books  right  off 
the  best  seller  list.  Yes,  we've  grown 
that  much. 

It's  something  I've  wanted  to  do 
for  a  long  time.  Like  other  people 
whose  business  requires  them  to 
entertain  and  travel  frequently. 


I  miss  the  chance  to  keep  up  with 
the  best  sellers. 

Now,  our  inflights  offer  six 
best  selling  books  every  month.  I'm 
sure  that  this  will  be  a  nice  addition 
to  the  more  than  500  unduplicated 
editorial  pages  which  we  now  offer 
the  9.3  million  inflight  passengers 
who  board  our  airlines  every 
month.  We  are  constantly  making 


editorial  refinements  as  we  grow. 

I'm  Jeff  Butler.  You'll  be  hearing 
more  from  us  in  the  near  future. 

^^  East/West  Network,  Inc. 


&  Hotel  Inroom  Magazines 

for  Alleghenv  Continental.  Delta.  Hughes  Airwest. 
Ozark.  Pan  Am.  PSA.  United  and  Holfday  Inn 

Headquarters:  5900  Wilshire  Blvd..  Suite  300.  Los 
Vigeles.  California  90036  (213)  937-5810.  Offices 
m  INew  York.  Chicago.  San  Francisco  and  Miami 
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Promises,  Promises,  Promises 

The  Federal  Government  has  tough  rules  now  for  funding 
corporate  pension  plans.  Too  bad  it  doesn't  follow  such  rules  itself. 


State  and  local  retirement  systems 
are  not  the  only  pension  funds  with 
financing  headaches  these  days 
(Forbes,  June  15).  There  is  yet  an- 
other such  time  bomb  ticking  away: 
the  U.S.  Government's  pension  fund. 

The  Civil  Service  Retirement  & 
Disability  Fund  covers  virtually  all 
civilian  government  workers  (2.7 
million  at  last  count)  and  pays  pen- 
sions to  nearly  1.3  million  people.  To- 
day the  fund  is  solvent  with  assets  of 
$38.6  billion  (vs.  $20.5  billion  in 
1969)  and  its  cash  intake  easily  ex- 
ceeds its  cash  outflow. 

So   what's   the  problem?   Inflation. 

The  troubles  inflation  is  brewing 
with  the  Civil  Service  pension  system 
are  a  foretaste  of  what  may  face  cor- 
porations confronted  with  union  de- 
mands for  cost-of-living  escalators  for 
their  retirees. 

Last  year,  for  example,  the  alumi- 
num, can  and  glass  industries  agreed 
to  scale  retirees'  pensions  to  the  Con- 
sumer Price  Index.  True,  the  increases 
lag  behind  the  actual  rise  in  the  CPI, 


but  unions  will  certainly  push  for 
liberalization  here  in  the  next  round 
of  negotiations.  (Actuaries  emphasize 
that  giving  pensioners  an  occasional 
cost-of-living  increase  in  benefits,  as 
American  Telephone  has  done,  is  like- 
ly to  cost  far  less. ) 

Under  the  original  system,  employ- 
ees contributed  7%  of  their  salaries  and 
the  Government  matched  the  contri- 
bution; a  30-year  civil  servant  would 
retire  with  56%  of  the  average  of  his 
highest  three-year  salary.  But  as  in- 
flation gained  speed,  Congress  decid- 
ed to  do  something  about  the  retirees 
(after  all,  congressmen  are  covered 
by  the  same  system).  In  the  mid-Six- 
ties it  tied  retiree  benefits  to  the 
CPI;  under  the  formula,  in  fact,  bene- 
fit increases  would  actually  outpace 
the  CPI.  Between  1965-74,  for  ex- 
ample, the  CPI  rose  69%;  civil  service 
pensions  rose  85%.  A  man  who  re- 
tired with  a  pension  of  $500  a  month 
was  now  getting  $925  a  month. 

Once  pensions  were  set  on  an  es- 
calator, of  course,  the  old  set  of  con- 


tributions, already  inadequate,  lagged 
true  costs  even  more.  By  1969  the 
Civil  Service  fund's  unfunded  liabili- 
ties had  reached  a  staggering  $50  bil- 
lion. So  then  Congress  decided  to  do 
something  about  the  situation.  It  did 
not,  of  course,  appropriate  $50  bil- 
lion into  the  fund.  Instead,  it  agreed 
that  the  taxpayers  would  pick  up  an 
annual  amount  equal  to  interest  on 
the  unfunded  liability. 

Alas,  not  quite  all  the  interest.  Con- 
gress is  rarely  as  courageous  in  paying 
for  its  largesse  as  it  is  in  spreading 
it  around.  Congress  decided  to  pay 
the  interest  in  10%  increments.  In  the 
first  year,  for  example,  the  interest 
required  would  have  been  $2.6  bil- 
lion, but  Congress  appropriated  only 
$260  million.  Not  until  1980  will  ap- 
propriations match  the  actual  inter- 
est; in  the  meantime,  the  unpaid  in- 
terest piles  up  as  unfunded  liability. 
Talk  about  fiscal  gimmicks!  Taxpayers 
in  the  1980s  will  be  paying  through 
the  nose  for  Congress'  1969  goodies. 

What  has  happened  since  1969,  of 
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Uncommon  skills  in  engineering 

and  a  commitment  to  solve 

problems  for  industry 

We  have  built  our  company  on  engineering  excel- 
lence. It  has  been  a  primary  commitment  for  more 
than  80  years.  Rexnord  products,  with  this  strong 
foundation,  have  been  developed  with  one  objec- 
tive: to  apply  these  engineering  skills  in  solving 
problems  for  industry.  Whether  it  is  a  fingertip- 
sized  fastener  for  a  McDonnell-Douglas  DC-10  or  a 
600  ton  crusher  for  mineral  reduction,  our  belief  in 
skillful  engineering  and  outstanding  quality  has 
never  varied. 

Rexnord's  capabilities  and  our  products  are  dis- 
cussed in  our  new  corporate  brochure.  For  your 
copy,  write  W.  C.  Messinger,  Chairman,  Rexnord 
Inc.,  P.  O.  Box  2022,  Milwaukee,  Wisconsin  53201. 


Rexnord 
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Carrier  vibrating  conveyors 

—  engineered  to  process 

materials  as  they  convey 
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These  conveyors  are  application-engineered 
to  cool,  heat,  screen,  scalp,  dry,  dewater,  mix, 
and  separate  materials  as  they  convey  them. 
Save  on  investment,  floor  space,  processing,  and 
maintenance. 

Rexnord 
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course,  is  that  inflation  has  shot  way 
ahead  of  the  assumptions  made  when 
the  law  was  passed.  The  unfunded 
liabilities  are  not  now  $50  billion  but 
$90  billion. 

The  Civil  Service  pension  system 
has  a  board  of  three  independent  ac- 
tuaries. Last  month  these  actuaries 
completed  a  comprehensive  review  of 
the  system  based  on  1972  numbers. 
Worried  by  inflation,  the  actuaries 
asked  themselves  this  question: 
What  would  be  the  result  if  we  added 
an  inflation  assumption  to  the  system's 
funding  formulas?  They  cranked  in  an 
inflation  assumption  of  3%  and  4%, 
conservative  by  today's  standard. 

The  results?  In  1972  the  Govern- 
ment's contribution  was  $4  billion. 
At  3%  inflation,  it  should  have  been 
$6.5  billion;  at  4%,  over  $9  billion. 

More  startling,  the  actuaries  found 
that  with  a  4%  assumption,  unfunded 
liabilities  were  $156  billion  rather 
than  the  then-current  $76  billion.  And 
remember,  in  1972  Congress  was  pay- 
ing only  one-fifth  of  the  interest 
charge  on  such  liabilities. 

The  actuaries  then  asked  two  more 
questions:  What  if  the  Government 
were  paying  the  full  interest  then  (as 
it  must  do  by  1980)?  And  what  if 
the  Government  followed  the  rules  it 
set   down    for   private    pension    plans 


that  all  unfunded  liabilities  be  amor- 
tized over  40  years? 

Result:  With  4%  inflation  factored 
in,  the  Government's  1972  cost  would 
have  been  close  to  $18  billion,  more 
than  four  times  what  it  actually  paid. 
This  was  for  1972,  before  the  double- 
digit  inflation  of  1973-74. 

"If  the  present  funding  remains  un- 
changed," says  James  Hustead,  the 
system's  chief  actuary,  "the  fund  should 
remain  solvent.  But"— and  Hustead 
emphasizes  that  but— "the  costs  in  the 
future  will  be  absolutely  enormous." 
How  enormous?  Well,  $25  billion  to 
$30  billion  a  year  is  a  good  guess. 

Manana 

In  short,  Washington  is  doing  what 
so  many  other  public  funds  have  been 
doing— putting  off  the  real,  staggering 
cost  of  its  pension  promises. 

"In  the  last  two  years,  the  cost-of- 
living  increases  have  really  been 
plaguing  us,"  says  Thomas  Tinsley,  di- 
rector of  the  system.  In  fiscal  1975 
the  fund  paid  $7.5  billion  to  benefi- 
ciaries. And  the  pressure  isn't  likely  to 
end  soon.  "The  number  of  retirees  has 
been  increasing  greatly,"  says  Tinsley. 
It's  up  30%  since  1972.  Not  until  1985 
at  the  earliest  will  the  number  of 
beneficiaries  level  off  (assuming  Con- 
gress doesn't  change  the  rules  again) 


at  around  2  million  people,  50%  more 
than  today.  "So  far,"  says  Tinsley, 
"Congress  has  honored  its  1969  com- 
mitment. But  I  don't  know  what  they'll 
do  when  the  bill  gets  to,  say,  $11 
billion.  They  might  have  second 
thoughts." 

The  Civil  Service  system  fund 
doesn't  cover  the  military,  moreover. 
Their  pensions  are  paid  entirely  out 
of  the  current  budget.  Last  year  the 
Government  shelled  out  more  than 
$7  billion  here,  and  that  number  will 
double  at  least  by  the  end  of  the  dec- 
ade. And  who  knows  what  future 
costs  Social  Security,  also  tied  to  the 
Cost  of  Living  Index,  will  bring? 

It's  interesting  that  when  Congress 
passed  the  new  Employee  Retirement 
Income  Security  Act,  it  imposed  strict 
funding  requirements  on  private  pen- 
sion funds,  but  did  not  impose  the 
same  stringent  discipline  on  itself. 

Of  course,  Washington  has  a  fall- 
back that  no  one  else  has:  the  printing 
press.  So  federal  employees  need  have 
no  worries  about  their  pensions. 

Nonetheless,  taxpayers,  especially 
younger  taxpayers,  do  have  cause  for 
worry.  Nobody  wants  to  see  retired 
civil  servants  living  in  want,  but  Con- 
gress' refusal  to  face  the  facts  can 
only  mean  much  higher  taxes  or  much 
worse  inflation  just  down  the  road.   ■ 


Symons  crushers 
engineered  for  high  volume 
mineral  reduction 
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Symons  cone  crushers  deliver  huge  tonnages  of 
crushed  product  to  desired  specifications.  And 
they  give  you  more  tons  per  hour  at  lower  operating 
cost.  This  is  why  you'll  find  Symons  the  preferred 
cone  crusher  in  mining  operations  worldwide. 

Rexnord 

//////fflfff 


r 


>v 


Rex  tabletop  chains— engineered 

for  fast,  smooth  conveying  of 

cans,  bottles,  parts,  packages 


This  chain  permits  long,  smooth,  continuous  runs 
without  transfers.  Also  chains  that  turn  corners,  go 
up  and  down  inclines,  around  obstructions.  Elimi- 
nates need  for  costly  power  units,  turntables  and 
attendant  machinery. 

Rexnord 
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The  McDonald's  Of  Auto  Parts 


What  McD's  has  done  for  hamburgers  and  french  fries, 
Genuine  Auto  Parts  has  done  for  water  pumps, 
shock  absorbers  and  other  automobile  innards. 


Recessions  weren't  supposed  to 
hurt  the  automobile  replacement  parts 
business.  They  were  supposed  to  help 
it,  since  car  owners  would  try  to  make 
their  old  buggies  last  longer  by  re- 
pairing them.  But  the  current  reces- 
sion, the  worst  in  42  years,  has  ex- 
posed the  limits  of  that  wisdom. 
Monroe  Auto  Equipment,  Maremont 
Corp.  and  even  venerable  Champion 
Spark  Plug,  all  with  upwards  of  90% 
of  their  businesses  from  repair  parts, 
suffered  earnings  declines  last  year. 
Champion  may  improve  a  bit  this 
year,  but  the  others  are  expected  to 
be  down  again. 

All  of  which  makes  the  record  of 
Atlanta's  Genuine  Parts  Co.  even  more 
impressive.  Over  the  last  five  years, 
through  two  recessions,  Genuine's 
profits  have  more  than  doubled,  to 
$24  million,  on  sales  of  $573  million. 
This  year  it  figures  to  lift  its  volume 
some  15%  and  profits  by  at  least  8%, 
to  around  $1.65  per  share,  as  against 


the   $1.53   that  it  earned   last   year. 

While  it  serves  the  general  market 
as  other  replacement-parts  companies 
do,  Genuine  is  a  very  different  kind 
of  outfit.  Monroe,  Maremont,  Cham- 
pion are  essentially  manufacturers 
who  do  some  distributing.  Genuine 
is  purely  and  simply  a  distributor. 
This  enables  it  to  have  by  far  the 
broadest  product  line.  It  distributes 
100,000  different  parts,  which  it  sells 
to  3,400  independent  jobbers.  The 
jobbers,  in  turn,  sell  them  to  your 
local  service  station  or  auto  repair 
garage.  Genuine  manufactures  not  a 
single  item;  it  buys  from  literally  hun- 
dreds of  different  sources,  including 
Champion,  Maremont  and  Monroe. 
Because  of  the  powerful  image  of 
Champion,  Genuine  sells  spark  plugs 
under  that  name;  in  most  other  cases 
it  sells  under  house  names. 

This  broad  spread  gives  Genuine  a 
great  deal  of  stability.  Car  owners  can 
clean  and  regap  spark  plugs  if  their 


budgets  are  tight.  They  can  put  off 
"buying  new  shock  absorbers.  But 
eventually  they  will  be  forced  into 
buying  some  parts.  As  Genuine's 
Chairman  Wilton  Looney  puts  it: 
"When  a  fellow  needs  a  water  pump, 
he  needs  a  water  pump."  (See  follow- 
ing story  on  the  latest  trend  in  the 
car-fixing  business. ) 

Everywhere 

More  important  than  the  breadth 
of  its  product  line,  however,  is  the 
nationwide  reach  of  Genuine's  distri- 
bution setup.  Other  than  the  Big 
Three  automakers,'  who  get  roughly 
40%  of  the  replacement-parts  busi- 
ness, Genuine  is  the  only  truly  nation- 
wide distributor.  Over  the  past  dec- 
ade or  so  Gulf  &  Western's  American 
Parts  System  has  put  together  a  simi- 
lar though  somewhat  smaller  parts 
distribution  system.  The  rest  of  the 
business  is  divided  up  among  a  num- 
ber   of    small,    regional    and    mostly 
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Mathews  pallet  loaders 

—  engineered  to  speed 

palletizing  and  loading 
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This  work-saving  unit  removes  cartons  from  con- 
veyor lines,  stacks  them  uniformly,  positions  them 
on  a  pallet,  and  returns  loaded  pallets  to  conveyor 
...  all  automatically.  Capacities  from  30  to  120  car- 
tons per  minute. 

Rexnord 
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Rex  wastewater  treatment 

—  engineered  to  solve 

pollution  problems 


This  total  capability  in  industrial  wastewater  treat- 
ment includes  everything  from  problem  evaluation, 
treatment  recommendation  to  system  and  equip- 
ment design  and  installation  including  instrumenta- 
tion and  controls.  Backed  by  50  years  experience 

Envirex 

o  Rexnord  Company 


privately   owned   enterprises. 

Genuine  has  a  rather  unusual  set- 
up. In  one  sense,  it  operates  an  auto- 
parts  franchising  system,  its  jobbers 
being  independently  owned  and  op- 
erated. In  actual  practice,  they  are 
tightly  controlled,  rather  like  a  Mc- 
Donald's  of  the   auto-parts   business. 

Here's  how  it  works.  Around  90% 
of  the  parts  sold  by  Genuine's  jobbers 
carry  the  company's  own  private  label. 
Its  best  known  brand  is  NAPA. 
(NAPA  is  an  acronym  for  National 
Auto  Parts  Association,  which  was 
put  together  in  1925  by  a  group  of 
parts  distributors  so  they  could  buy 
parts  in  bulk  and  thus  at  lower  prices. 
Over  the  years,  Genuine  has  acquired 
most  of  the  businesses  of  the  old 
NAPA  members.)  A  Genuine-NAPA 
jobber  must  sell  only  NAPA  parts 
and  must  pay  at  list— or  what  is  known 
in  the  trade  as  "blue  sheet"  prices. 

This  strategy  does  two  things  for 
Genuine.  It  protects  its  operating 
profit  margin,  which  has  increased 
over  the  past  ten  years  from  7.8%  to 
9.5%,  by  insuring  that  its  jobbers 
won't  go  bargain  hunting.  In  the  parts 
business  it  is  common  practice  for  lo- 
cal parts  distributors  to  drum  up 
business  by  selling  some  lines,  such  as 
spark  plugs,  at,  say,  10%  off  list  price. 
Should    an    NAPA   jobber,   however, 


try  to  take  advantage  of  an  outside 
cut-price  deal,  Genuine  quickly  jumps 
him.  Says  one  small  east  coast  distri- 
butor who  refuses  to  be  identified: 
"They  tell  him  to  stay  in  line  or 
they'll  open  a  jobber  right  across  the 
street  from  him."  In  return  for  the 
support  Genuine  gives  them,  its  job- 
bers have  to  give  up  some  of  their 
independence. 

Does  this  mean  that  car  owners 
end  up  paying  higher  prices  for 
NAPA  parts?  That  all  depends  on 
whether  the  non-NAPA  jobber  pock- 
ets the  extra  profit  or  passes  it  on  to 
his  customers.  Either  way,  Looney, 
56,  who  has  been  running  the  com- 
pany since  1955,  isn't  worried.  He 
claims  the  business  isn't  price-sensi- 
tive, "So  we're  not  going  to  become 
price-cutters.  We're  just  going  to  offer 
better  service." 

Keeping  Tabs 

By  "service"  Looney  means  NAPA 
jobbers  carry  a  better  inventory  of 
most-of  ten -sold  auto  parts.  What 
Genuine  does  is  keep  tabs  on  the  sales 
trends  of  all  parts  needed  to  keep  cars 
running  (both  U.S.  and  foreign  makes 
15  years  old  or  younger).  For  in- 
stance, Genuine  knows  that  a  brake 
master  cylinder  on  a  five-year-old 
Ford  wears  out  faster  than  that  on  a 


Chevrolet  of  the  same  age.  Genuine 
also  shows  its  jobbers  how  to  set  up 
an  inventory-control  system,  and  for 
a  nominal  fee  the  company  will  even 
keep  books.  By  eliminating  such  busi- 
ness headaches,  which  other  jobbers 
must  deal  with,  Looney  claims  his 
jobbers  have  more  time  to  sell  parts. 

Looney  has  also  set  up  37  parts 
distribution  warehouses  around  the 
country,  and  Genuine  even  operates 
its  own  fleet  of  delivery  trucks.  Thus, 
he  says,  Genuine  can  give  quicker  de- 
livery service  than  the  competition. 
As  a  result,  he  claims  many  former 
non-NAPA  jobbers  have  signed  for  a 
Genuine  franchise. 

Looney's  plans  include  adding 
about  200  new  jobbers  a  year  and  ex- 
panding the  company's  automotive 
parts  distribution  networks  in  Europe 
and  Canada.  In  addition,  he  is  branch- 
ing out  into  other  lines  of  business. 
So  far,  he  has  gone  into  distributing 
household  hardware  goods,  such  as 
lawn  and  garden  tools,  and  office 
supplies.  He  never  forgets  that  he 
is  in  distribution  rather  than,  strictly 
speaking,  in  auto  parts.  The  stock 
market  is  so  impressed  with  Genuine's 
setup  that  the  stock  currently  sells  at 
24  times  last  year's  earnings  and  near- 
ly four  times  book  value— a  rare  trib- 
ute in  the  1975  environment.  ■ 
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Racine  hydraulic  power  units 

—  engineered  to  specific 

application  demands 


Racine  compact  power  units  reflect  the  ultimate  in 
hydraulic  technology.  Built  to  highest  standards 
from  job-matched  components  in  one  of  the  coun- 
try's largest  and  most  modern  facilities  devoted 
entirely  to  the  manufacture  of  fluid  power  products. 
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Learn  more  about  Rexnord 
problem-solving.  Write  us 


Our  corporate 
brochure  and  annual 
report  detail  the  many 
ways  that  Rexnord 
might  be  of  help  to  you. 
Just  fill  out  coupon 
below  and  mail  to 
W.  C.  Messinger, 
Chairman, 
Rexnord  Inc.,  P.  O. 
Box  2022,  Milwaukee, 
Wisconsin  53201. 
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Name 


-Title- 


Company 
Address— 
City 


State 


Zip 
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An  early  Model  T 

■Henry  Ford  Museum  at  Greenfield  Village,  Dearborn.  Michigan. 


"...the  only  f  oundati 
of  real  business 


is  seruice. 


HENRY  FORD 
Inventor,  Industrialist 
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At  Continental  Bank,  one  of  our  prime 

objectives  is  to  provide  fast,  efficient  service. 

A  representative  is  always  available  to 

give  personal  attention  to  your  problems 

whenever  you  call  on  him.  You'll  find  we  go  out 

of  our  way  to  find  a  way  to  help  you. 


CONTINENTAL  BANK 

SUBSIDIARY  OF 

CONTINENTAL  ILLINOIS  CORPORATION 


U-Fix-lt 


The  tradition  of  car  owner 
as  mechanic  is  coming  back. 

Fixing  the  family  car  may  not  be  ev- 
eryone's idea  of  Saturday  fun,  but  it 
is  staging  a  comeback.  At  least  that's 
the  hope  of  several  oil  companies  and 
auto-parts  outfits,  which  are  setting 
up  facilities  where  car  owners  can 
rent  tools  and  an  auto  lift  to  do  their 
own  repairs.  If  it  catches  on,  look  for 
nationwide  chains  of  do-it-yourself 
car  repair  centers. 

"When  I  get  to  my  store  at  7:30 
Saturday  morning,  there  is  a  line  of 
cars  in  front  of  my  drive-up  rack," 
says  James  Cox,  manager  of  an  Ameri- 
can Parts  System  self-service  center 
in  Houston,  Tex.  "It's  unbelievable. 
The  rack  cost  $1,200  to  build,  and  in 
less  than  six  weeks  it  paid  for  itself." 
Cox's  store  is  one  of  30  where  Ameri- 
can Parts  has  free  drive-in  racks.  (But 
car  owners  must  buy  needed  parts  at 
American  stores. ) 

Also  in  Houston,  Shell  Oil  Co.  op- 
erates five  Self  Repair  Centers,  where 
for  $3.50  an  hour  car  owners  can 
rent  an  auto  lift  and  the  tools  needed 
for  most  repairs.  For  those  who  don't 
know  an  oil  filter  from  a  muffler,  Shell 
has  24  how-to-do-it  films,  which  are 
shown  free  at  the  centers. 

Besides  renting  repair  space,  Gulf 
Oil  Co.  sells  a  full  line  of  auto  parts 
at  the  four  Turn-Key  Auto  Parts 
stores  it  recently  opened  in  Houston. 
And  independent  parts  jobbers  have 
been  operating  similar  facilities  for 
the  past  year  or  so  in  Cleveland, 
Tulsa  and  Memphis.  President  Frank 
Norfleet  of  Parts  Industries  Corp.  in 
Memphis  says  he  is  putting  the  "fin- 
ishing touches"  on  a  nationwide  fran- 
chising system.  And  Shell  is  expand- 
ing its  repair  center  idea  to  Detroit. 

Get  It  Back 

Shell  says  its  interest  in  the  concept 
is  to  enhance  station  dealer  profits, 
which  have  suffered  with  gasoline 
sales.  The  auto-parts  companies  are 
trying  to  get  back  the  business  they 
lost  over  the  years  to  the  likes  of 
Sears,  Roebuck  and  J.C.  Penney.  Fif- 
teen years  ago  such  mass  merchants 
got  very  little  parts  business;  now 
they  get  an  estimated  27%  of  it. 

Will  the  trend  spread?  One  skeptic 
is  Chairman  Wilton  Looney  of  Genu- 
ine Parts  Co.  (see  previous  story).  He 
thinks  modern  Americans  don't  like  to 
get  dirty,  and  besides,  modern  cars 
are  simply  too  complicated. 

But  can  the  average  amateur  me- 
chanic be  much  more  inept  than  many 
of  the  so-called  professionals?  ■ 


Etched  rock  crystal  jrame  mounted  with  floral  swags  and  other  devices  of  five-colored 
gold,  partially  enameled  and  set  with  rose  diamonds  and  rubies.  By  Carl  Faberge', 
Jeweler  to   the  Czars  of  All  the  Russias.  From  the  Forbes  Magazine  Collection. 


Carl  Faberge  knew  his  business. 
Forbes  Magazine  knows  its  business. 
Which  is  your  business. 


Today  over  625,000  executives 
subscribe  to  Forbes.  An  additional 
million  read  every  issue. 


Forbes  Magazine  readers  don't 
just  own  American  business. 
They  run  it. 


Forbes:  capitalist  tool 


Forbes  Mutual  Fund  Ratings  1975 


Forbes'  ratings  (p.  66)  measure  funds  in  both  up  and 
down  markets.  How  can  you  apply  them  in  today's  market? 


After  the  smashing  recovery  of  late 
1974  and  1975,  the  investing  public 
is  beginning  to  think  that  the  market 
isn't  such  a  bad  place  after  all. 

A  strong  indicator  is  the  fact  that 
mutual  fund  sales  are  currently  run- 
ning at  about  double  last  year's  rate. 
Are  mutual  funds  the  best  way  for 
the  part-time  investor  to  buy  equi- 
ties? You  can  make  a  strong  case 
that  they  are— with  one  strong  quali- 
fication. While  the  mutual  fund  con- 
cept makes  sense,  not  every  fund  does. 

The  first  thing  any  prospective  buy- 
er should  do  before  even  looking  at 
the  funds  is  work  out  a  clear  state- 
ment of  his  investment  objectives.  The 
objectives  should  have  some  rational 
basis  in  his  financial  needs.  For  ex- 
ample, a  professional  man  with  a  70% 
income  bracket  in  the  middle  of  his 
career  doesn't  need  investments  that 
generate  a  high  current  income.  Be- 
tween taxes  and  inflation  he  would 
be  dissipating  his  capital.  What  he 
does  need  is  long-term  capital  growth 
to  give  him  something  to  retire  with 
or  pass  on  to  his  heirs. 

In  contrast,  a  couple  nearing  re- 
tirement with  a  nest  egg  of  savings 
might  not  be  so  interested  in  long- 
term  capital  preservation.  They  might 
do  quite  well  with  a  portfolio  of  in- 


come-producing securities  like  top- 
rated  bonds  and  high-dividend  stocks. 

Whatever  investment  philosophy 
you  choose  should  be  followed  faith- 
fully until  you  have  a  very  good  rea- 
son to  change  it.  A  good  mutual  fund 
with  a  consistent  track  record  can 
help  you  stick  to  your  own  objectives. 

A  fund  is  also  a  relatively  inex- 
pensive way  of  acquiring  a  diversified 
portfolio.  The  cost  saving  comes  from 
the  funds'  ability  to  get  lower  broker- 
age rates.  The  fact  is  that  the  individ- 
ual investor,  buying  and  selling  in 
relatively  small  lots,  pays  higher  com- 
missions than  a  mutual  fund  with 
many  times  his  market  power. 

Finally,  turning  your  investments 
over  to  a  fund  allows  you  to  spend 
more  time  on  your  career.  Does  it 
really  make  sense,  for  example,  for  a 
doctor  making  $100,000  a  year  to 
take  valuable  time  off  from  his  prac- 
tice to  keep  track  of  the  market? 
He's  giving  up  certain  income  on  the 
chance  that  he  can  beat  out  the  Mor- 
gan Guaranty  strategists.  It  may  be 
fun,  but  there  are  very  few,  if  any, 
hobbies  more  expensive  than  doing 
your  own  investing. 

So  with  all  that  said,  how  should 
you  go  about  choosing  a  good  fund? 
First  look  at  the  Forbes  ratings  and 


statistics.  They  are  probably  the  most 
objective  guide  you  can  find. 

The  Forbes  ratings  incorporate  a 
basic  bias.  They  award  extra  points 
for  consistency  over  several  market 
periods.  Consistency  doesn't  seem  very 
important  at  the  top  of  a  bull  market. 
At  times  like  that,  there  are  always  lots 
of  "geniuses"  around  who  can  run  up 
fantastic  gains  in  their  portfolios.  But 
genius  is  usually  short-lived.  Hence 
our  emphasis  on  consistency. 

The  nine-year-five-month  period 
that  Forbes  is  measuring  in  this  issue 
was  one  of  the  toughest  markets  in 
the  history  of  the  industry.  Despite 
this  year's  strong  market,  the  Stan- 
dard &  Poor's  500  stock  index  made 
almost  no  gain  at  all  over  the  near- 
decade.  And  Forbes  fund  averages 
did  even  worse  than  the  market.  As 
we  said,  funds  are  a  sound  idea,  but 
most  funds  are  mediocre  at  best. 

How  do  you  pick  the  relatively  few 
good  ones?  One  good  measurement  of 
fund  performance  is  the  "total-return" 
figure.  You  get  that  by  adding  the 
change  in  net  asset  value  per  share 
over  the  nine-year  period  to  the  divi- 
dend return.  Total  return  is  a  good 
way  to  compare  a  fund's  performance 
with  alternative  investments  like  sav- 
ings deposits  or  government  bonds. 
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Diversified-Stock  Funds 


David  L.  Babson  Investment  Fund     No-load  B  B  4.0% 

Chemical  Fund  Load  B  B  4.4 

Istel  Fund  Load  A  B  6.1 

The  Lehman  Corp  Closed-end  A  C  4.4 

Pioneer  Fond  Load  B  A  4.7 

Windsor  Fund  Load  B  B  2.9 


2.2%  $207.4  Jones  &  Babson 

1.8  985.2  F.  Eberstadt 

3.7         116.4  Lepercq,  de  Neuflize 

2.0        480.8  Lehman  Brothers 

3.5         303.6  Pioneering  Management 

3.9  455.2  Wellington  Management 


Balanced  Funds 


Supervised  Investors  Income  Fund       Load  A  C  1.0  6.2 

Union  Income  Fund  Load  A  C  2.0  7.4 


29.0    Supervised  Investors  Services 
24.5    Union  Service  Corp 


Specialized  and  Foreign  Funds 


Japan  Fund 

Petroleum  Corp  of  America 
Templeton  Growth  Fund 
^Transatlantic  Fund 


Closed-end 

B 

A+ 

19.7 

0.9 

Closed-end 

B 

A 

6.6 

3.6 

Load 

C 

A 

13.5 

1.7 

Load 

C 

A+ 

8.8 

3.4 

126.0  Asia  Management 

100.2  Self-managed 

18.5  Templeton  Investment  Counsel 

12.9  Kleinwort,  Benson 


'Not  presently  being  offered. 
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THE  UPS  &  THE  DOWNS 

Here,  on  Standard  &  Poor's  500  Stock  Average, 
are  the  market  segments  against  which  FORBES 
measures  mutual  fund  performance. 


100 


12/74 

6/30/75 


WHAT  THE  RATINGS  MEAN 

FORBES  rates  mutual  funds  on  the  basis  of  their  per- 
formance in  three  rising  markets  and  three  falling  mar- 
kets (see  chart).  We  rate  funds  against  each  other  rather 
than  on  an  absolute  scale.  In  up  markets,  the  top  12.5% 
get  an  A+,  the  next  12.5%  get  an  A,  the  next  25%  get 
B,  the  next  25%  get  C,  the  lowest  25%  get  D.  There  is, 


however,  some  weighting  toward  performance  in  the 
most  recent  period.  Also,  a  fund  that  did  especially  badly 
in  a  down  market  may  rate  F— failing.  Funds  that  have 
not  been  in  operation  for  at  least  nine  years  may  not  get 
an  A  +  rating. 


Also  keep  your  eye  on  the  funds' 
expense  ratios.  The  expense  ratio 
measures  how  much  a  fund's  man- 
agement is  spending  on  offices,  bro- 
kerage fees  and  management  fees  in 
relation  to  the  fund's  assets. 

The  sales  charge  is  an  important 
consideration.  As  Forbes  has  been 
pointing  out  for  some  years,  all  things 
being  equal,  a  no-load  fund  is  in- 
herently preferable  to  a  load  fund, 
since  a  load  fund  investment  is  im- 
mediately penalized  by  the  sales  com- 
mission, usually  8.5%. 

Like  so  many  other  things  in  the 
real  world,  though,  load  funds  and 
no-load  funds  are  not  necessarily 
equal.  If  you  average  the  usual  8.5% 
sales  charge  over  our  1966-75  period, 
it  comes  out  to  an  annual  penalty  of 
about  nine-tenths  of  1%. 

So  if  you  take  the  top-rated  load 
fund,  the  Istel  Fund,  and  subtract 
the  annualized  sales  charge  from  its 
9.8%  total  return,  you  come  out  with 
a  "real  total  return"  nearly  three  per- 
centage points  higher  than  the  top- 
rated  no-load,  the  David  L.  Babson 
Investment    Fund.    In    this    case   too. 


then,  cheapest  is  not  necessarily  best. 

There  are  also  some  funds  that 
aren't  at  the  top  of  the  Forbes  ratings 
that  are  worth  a  second  look.  For  ex- 
ample, Rowe  Price  New  Horizons 
Fund  balances  off  its  miserable  F 
rating  in  down  markets  with  spec- 
tacular performance  on  the  upswings, 
giving  it  a  relatively  high  total  return 
of  9.6%  over  the  rating  period.  A  New 
Horizons  investor  has  to  be  prepared, 
though,  for  years  when  his  shares  are 
down  far  worse  than  the  market. 

Should  you  buy  a  specialty  fund, 
such  as  the  Energy  Fund,  the  Ocean- 
ographic  Fund  or  the  Canadian 
Fund?  The  trouble  is  that  funds  with 
special  objectives  are  often  products 
of  an  investing  fad.  A  sudden  boom 
in  pinball  machines  during  an  up  mar- 
ket will  invariably  produce  a  Pinball 
Fund.  Still,  for  the  discriminating  in- 
vestor, some  specialty  funds  can  be 
an  interesting  way  to  buy  an  indus- 
try that  has  had  the  speculative  water 
boiled  out  of  it. 

For  that  matter,  there  are  a  couple 
of  closed-end  funds  well  worth  look- 
ing at.   Over  the  years,   in  fact,   the 


best  return  of  any  investment  com- 
pany was  recorded  by  a  closed-end, 
the  Japan  Fund,  that  invests  in  Jap- 
anese securities.  ASA  Limited  offers 
a  vehicle  for  gold  bugs  who  want  to 
bet  on  the  future  of  the  yellow  metal 
by  buying  a  piece  of  the  South  Af- 
rican gold  mines. 

Petroleum  Corp.  of  America  has 
done  a  good  job  with  the  energy  play, 
and  Niagara  Share  and  Adams  Ex- 
press have  been  reasonably  well-man-, 
aged  funds.  But  remember:  However 
good  a  closed-end  fund,  you  can't  re- 
deem your  shares.  You  have  to  trade 
them  on  the  open  market.  And  il  the 
public  sours  on  the  philosophy  un- 
derlying a  closed-end  fund's  portfolio, 
you  could  find  yourself  getting  out 
for  less  than  the  fund's  net  asset  value. 

There  are  times  when  you  can  buj 
closed-ends  at  a  discount  From  net  as- 
set value.  But  if  you  buy  above  its 
net  asset  value,  you  may  well  In- 
paying  too  high  a  premium  for  the 
"professional  management"  of  the 
fund's  operators.  ASA  has  at  times 
sold  far  above  its  net  asset  value.  Is 
it  really  that  much  better  an   Invert 
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ment  than  a  direct  holding  in  a  South 
African  gold  mine? 

Forbes  strongly  advises  its  readers 
to  stay  away  from  a  brand-new  fund- 
no  matter  how  much  publicity  it  gets 
or  how  hard  your  broker  pushes  it. 
There  are  more  than  enough  good 
funds  with  proven  track  records.  Why 
be  the  first  on- your  block  with  untest- 
ed merchandise? 

Even  a  fund  with  a  relatively  good 
Forbes  rating  should  be  followed 
closely,  however.  The  ratings,  after 
all,  report  history,  not  the  future.  One 
of  the  highest-rated  funds  in  the 
Fifties  was  the  de  Vegh  Mutual  Fund. 
It  has  now  sunk  to  a  mediocre  B/C 
rating.  What  happened?  The  fund's 
guiding  light,  Imrie  de  Vegh,  died  in 


1962.  So  keep  an  eye  out  for  portents 
like  a  switch  in  investment  advisers.  Or 
rapid  deterioration  of  performance. 

What  about  the  balanced  funds? 
As  the  Forbes  statistics  show,  they've 
done  considerably  worse  on  the  aver- 
age than  the  pure  stock  funds.  Both 
the  fall  in  stock  prices  and  the  rise 
in  interest  rates  drove  down  the  val- 
ue of  their  portfolios. 

However,  the  balanced  funds  could 
yet  come  back  into  their  own.  Many 
market  observers  see  a  better  balance 
in  the  future  between  bond  prices 
and  stock  prices.  With  good  bonds 
yielding  up  to  9%,  it's  unlikely  that 
we  will  see  another  doubling  or  tri- 
pling of  interest  rates.  So  it's  possible 
that  the  balanced  funds  could  do  what 


Have  I  Cot  A  Fund  For  You! 


"What  am  I  doing  for  you?  I'm  help- 
ing you  to  grow  rich.  Do  you  want 
to  be  big  rich,  medium  rich  or  small 
rich?  That's  the  question."  The  mu- 
tual funds  salesman  took  off  his  dou- 
ble-knit jacket  and  reached  into  his 
attache  case  for  some  sales  literature. 
He  didn't  know  it,  but  the  man  and 
woman  sitting  in  front  of  him  weren't 
hot  prospects,  but  two  Forbes  writ- 
ers sampling  mutual  funds  sales  tech- 
niques. Posing  as  an  engaged  couple, 
they  asked  the  salesman  where  to  put 


their  $5,000  nest  egg  and  their  month- 
ly savings. 

The  nest  egg,  he  said,  should  be 
put  into  investment  certificates  pay- 
ing less  than  a  savings  account  and 
loaded  with  a  sales  charge.  "We're 
going  to  do  this  on  a  tax-deferred  ba- 
sis," said  the  salesman,  whose  gold- 
plated  cuff  links  clunked  as  he  set  a 
pile  of  literature  on  the  table.  "That 
will  never  be  changed."  (Well,  al- 
most never.  In  point  of  fact,  the  de- 
ferral of  federal  income  taxes  on  the 


they  were  originally  intended  to  do- 
provide  some  income  along  with  de- 
fensive capital  appreciation. 

A  final  piece  of  advice  and  perhaps 
the  most  important:  Pay  no  attention 
to  short-term  performance  figures— 
none  at  all.  A  fund's  skill  is  not  re- 
vealed in  a  single  week  or  a  single 
month  or  even  in  a  single  year.  Invest- 
ing does  not  consist  of  a  series  of 
sprints;  it  is  a  long,  grueling  race, 
a  race  that  never  ends  and  where  the 
real  rewards  go  to  those  with  stamina, 
patience  and  a  consistent  philosophy. 
That's  why  the  Forbes  ratings  are 
long-range  ratings.  Not  only  should 
the  intelligent  investor  be  skeptical  of 
the  hotshots,  the  90-day  wonders;  he 
should  avoid  them  like  the  plague.   ■ 


interest  from  the  certificates  was  near- 
ly ended  by  the  Internal  Revenue  Ser- 
vice. The  IRS  has  extended  the  de- 
ferral to  only  Dec.  31.) 

He  then  launched  into  the  world 
of  the  equity  markets.  "That  equity 
dollar  is  made  to  fluctuate."  For  ex- 
ample, he  said,  the  current  market 
recovery  would  probably  take  the 
Dow  Jones  industrial  average  all  the 
way  up  to  1000.  "I  think  that's  the 
highest  it  can  be.  I  say  that  with  a 
slight  doubt,"  he  added,  after  seeing 


Before  you  tie  up  money  for  4  to  7  years 
to  earn  higher  interest,  and  agree  to  heavy  penalties 
if  you  withdraw  your  money  early 


Please  send  for  the  prospectus  of 


DREYFUS  LIQUID  ASSETS,  INC. 


TAX 

DEFERRED 
Accounts 
Available 

Keogh  Plan  for 
Self-employed 

($750  minimum; 

$7,500  maximum) 

Individual 

Retirement 

Account 

($750  minimum; 

$1,500  maximum) 


an  investment  company  which  seeks  current  in- 
come by  pooling  investors'  cash  to  purchase  and 
hold  high  grade  money  market  obligations:   Cer- 


tificates of  Deposit  (CD's)  .  .  .  U.S.  Government 
securities  .  .  .  Bankers'  acceptances  .  .  .  Highest 
credit  commercial  paper. 


•  No  charge  when  you  buy  shares 

•  No  charge  when  you  withdraw 
your  money 

•  No  monthly  maintenance  charge 

•  Dividends  declared  daily 

•  $2,500  minimum  investment 

•  $1,000  minimum  investment  if 
forwarded  by  a  securities  dealer 

•  Check  redemption  privilege: 
minimum  $500 


For  a  copy  of  the  prospectus  and  a  free  informa- 
tion booklet,  mail  the  coupon  or  call  us  at  the  num- 
bers below  any  time— 24  hours  a  day,  7  days  a  week. 

IN  MISSOURI 
CALL  TOLL  FREE  CALL  TOLL  FREE 

(800)  325-6400       (800)  342-6600 


Dreyfus  Liquid  Assets,  Inc.  0470105 

600  Madison  Avenue 

New  York,  New  York  10022 

Please  send  my  prospectus  and  free  information  booklet." 
Please  send  Q  Keogh  Plan     □  IRA  information 

Name , 


Address. 


City. 


-State. 


'For  more  complete  information  about  Dreyfus  Liquid  Assets 
including  charges  and  expenses,  send  for  a  prospectus 
from  Dreyfus  Liquid  Assets,  600  Madison  Avenue, 
New  York,  New  York  10022  by  sending  this  coupon. 
Read  it  carefully  before  you  invest  or  send  money. 
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T.  ROWE  PRICE 
GROWTH  STOCK 


> 


FUND,  INC. 


A  NO-LOAD  FUND 

Investing  in  stocks 

selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


T.  Rowe  Price  Growth  Stock  Fund,  Inc. 

I  One  Charles  Center,  Dept.  A6 
Baltimore,  Md.  21201  Phone  (301)  547-2136  I 
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WHICH 

NO  LOADS 

(no  broker  fee) 

ARE  EXPECTED  TO  PERFORM 
BEST  IN  THE  YEAR  AHEAD? 


GROWTH  FUND  GUIDE  is  an  advisory  service 
that  tells  you  what  it  thinks  and  why.  No 
doubletalk. 

CURRtNT  ISSUE  contains  24  pages  of  forecasts, 
ratings,  charts,  risk  ratios  &  strength  studies  on 
what  are  believed  to  be  the  nation's  top  NO-LOAD 
(no  broker  fee)  funds.  Aggressive,  Growth,  Quality, 
Cash  Haven  and  Special  Situation  Funds  (gold, 
mergers,  instant  switch  funds)  are  all  covered. 
See  which  NO-LOADS  are  now  leading  the 
way  up  in  each  classification. 

SPECIAL  $1  OFFER 

w/7/  bring  you  immediately  by  return  mail 
Our  current  issue  Reg.  $3.50 

+  Bonus  report  No  Load  vs.  Load  Reg.  $2.50 
Simply  mail  this  ad  and  $1  to 

GROWTH  FUND  RESEARCH,  INC. 

Dept.  F9B      P.O.  Box  2109 
San  Clemente,  Calif.  92672 

Subscription  cannot  be  assigned  without  your  consent 


il'.'lli 


II II 

Hi' J  II  '  III* 


THE  INVESTORS  GUIDE  TO  DYNAMIC  GROWTH  fUNOS 


the   Forbes   couple's   jaws   dropping. 

Not  that  there  weren't  dangers  in 
the  market.  It  could,  and  had,  gone 
down  in  the  past.  "If  you  listen  to 
anyone  else,  you're  going  to  get  into 
trouble,  because  I  know  what  I'm  do- 
ing. I'm  going  to  show  you  how  to 
make  that  equity  dollar  work  for  you, 
something  your  stockbroker  could  nev- 
er do." 

The  way  to  play  the  market,  he  ex- 
plained, was  to  buy  the  funds  he  was 
selling:  "All  through  the  garbage  of 
the  past  few  years,  these  funds  have 
done  incredibly."  (Incredibly  poorly, 
that  is,  compared  with  other  funds. 
In  the  1974  Forbes  rankings,  the 
company's  big  stock  and  balanced 
funds  had  earned  a  dismal  set  of  D 
ratings. ) 

"Let  a  company  that  pays  a  million 
dollars  a  year  to  five  men  do  your  in- 
vesting for  you.  They  know  when  to 
buy  and  sell.  You're  buying  that  kind 
of  talent  cheap,"  he  said. 

Finally,  one  of  the  Forbes  writers 
tried  to  get  down  to  a  basic  point: 

The  Money  Market  Fu 

Last  year's  big  success  story  in  the 
fund  world  was  the  money  market 
fund.  With  stocks  in  the  cellar  and  in- 
terest rates  over  the  12%  mark,  the 
investing  public  rushed  to  get  in  on 
yields  that  were  twice  what  savings 
banks  could  offer.  (Bad  timing,  of 
course:  The  high  yields  didn't  last, 
but  the  stock  market  soared.  Now 
many  of  the  same  people  are  getting 
back  into  the  market  at  much  higher 
prices. ) 

Now  that  interest  rates  have 
slipped  back,  money  market  funds  are 
experiencing  falling  sales  and  net  re- 
demptions. Are  they  just  another  fad 
whose  time  has  come  and  gone? 

Perhaps  not.  Interest  rates  are  ris- 
ing again,  and  while  there  probably 
won't  be  a  quick  return  to  last  year's 
levels,  it  seems  that  the  relatively  high 
cost  of  capital  will  be  with  us  for 
quite  a  while. 

A  fair  number  of  professional  in- 
vestors make  use  of  money  market 
funds.  They  offer  two  advantages: 
1)  greater  liquidity  than  a  savings 
bank,  where,  in  theory  at  least,  with- 
drawals are  subject  to  30-days'  notice, 
and  2)  relatively  high  interest  rates. 
Since  they  charge  a  management  fee 
of  at  least  half  of  1%,  and  aren't  in- 
sured by  the  Government,  a  rule  of 
thumb  is  that  they  make  sense  only 
if  they  pay  at  least  one  percentage 
point  more  than  short-term  savings 
accounts. 

The  funds  usually  require  a  mini- 
mum investment  of  about  $1,000. 
That's  way  below  the  $100,000  mini- 
mum price  tag  on  a  negotiable  bank 
certificate   of  deposit,   and   one-tenth 


How  much  would  the  sales  charge  be 
for  all  this  incomparable  investment 
advice?  A  puzzled  look  crossed  the 
salesman's  brow.  "I'll  be  honest  with 
you.  I  don't  know.  Nobody's  ever 
asked  me  that  question."  Are  there 
any  other  fees?  "Oh,  there's  a  cus- 
todial fee,  but  that's  just  pennies,  just 
pennies." 

Well,  we  said,  we  wanted  to  think 
this  over.  "That's  the  thing  that's  go- 
ing to  kill  you,"  our  "money  man" 
shot  back  with  an  exasperated  expres- 
sion. "If  you  think  about  it,  you'll 
never  do  it." 

Out  of  fairness,  we  won't  give  the 
salesman's  name  or  that  of  the  com- 
pany he  represents;  ill-prepared  sales- 
men and  half-honest  pitches  are  not 
unique  to  any  one  company.  What  is 
distressing  is  that— after  all  the  stock 
market  and  investors  have  been 
through  in  recent  years— this  kind  of 
slovenly  selling  still  goes  on.  It  can 
only  lead  to  more  trouble  for  the  mu- 
tual fund  industry  and  more  losses 
for  investors. 

nds 

the  face  amount  of  the  smallest  short- 
term  U.S.  Government  security. 

There  are  three  criteria  that  should 
be  used  in  selecting  a  money  market 
fund.  First,  if  the  fund  is  loaded  with 
a  sales  charge,  forget  it;  it's  enough 
to  pay  a  management  fee.  There  are 
plenty  of  perfectly  good  no-load  mon- 
ey market  funds.  Second,  how  high 
is  the  management  fee?  You  will  find 
a  list  of  money  market  funds  and 
their  expense  ratios  on  page  77.  Is 
the  management  of  the  fund  you're 
looking  at  taking  a  relatively  small 
bite  out  of  the  income? 

Finally,  what  kinds  of  securities 
does  the  fund  invest  in?  Funds  that 
invest  in  relatively  high-paying  cer- 
tificates of  deposit,  commercial  paper 
and  bankers'  acceptances  can  get 
higher  rates  than  those  concentrating 
on  government  paper— but  at  a  price. 
For  example,  the  Reserve  Fund  gets 
a  good  yield  by  investing  in  the  cer- 
tificates of  deposit  of  40  of  the  largest 
commercial  banks.  Not  a  basically  un- 
sound strategy— but  remember  that 
Franklin  National  Bank's  insolvency 
proved  that  big  doesn't  invariably 
mean  sound. 

So  think  carefully  before  you  take 
your  money  out  of  that  three-year,  1% 
savings  deposit.  Money  market  funds 
will  probably  produce  a  higher  yield 
much  of  the  time.   But  they  have  a 
higher  minimum  investment  requin 
ment  than  a  savings  bank,  they  chai 
a    management    fee    and    tiny    don't 
have  the  security  of  government    In 
surance  behind  them. 

Remember,   "money   market    Fund 
isn't  the  same  thing  as  "mom 
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Out  here,  the  telephone 

isn't  a  convenience, 

its  a  necessity. 

Telephones  are  important  to  everybody. 

In  many  rural  areas,  they  provide  an  immediate  link  between  people, 
and  in  emergencies  can  mean  the  difference  between  life  and  death. 

At  United,  we  provide  telephone  service  to  over  3  million  phones  in 
more  than  2,900  communities  in  21  states.  Most  of  our  communities  are 
rural  or  suburban.  None  is  over  60,000  in  population.  But  these  are 
precisely  the  areas  in  which  the  future  growth  of  the  country  lies. 

And  people  in  smaller  communities  rely  on  telephone  service  at 
least  as  much  as  people  in  larger  communities. 

In  some  cases,  they  need  it  a  lot  more. 

United  Telecom  ■■■ 

United  Telecommunications,  Inc.    ■■■I 

We  operate  the  United  Telephone  System,  America's  third  largest. 

United  Telecommunications,  Inc.,  P.O.  Box  11315,  Plaza  Station,  Kansas  City,  Missouri  64112 
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There  is  enough  fertile  land  but 
too  little  underthe  plow. 


Barely  more  than  a  third  of  the 
worlds  arable  land  is  producing 
food.  Sooner  or  later,  unused  lands 
will  have  to  be  cultivated, 
although,  admittedly,  some  of 
the  development  will  be  arduous 
and  costly.  This  is  one  part  of 
the  food  shortage  problem. 

Another  part  of  the  problem: 
output  on  much  land  already 
under  cultivation  is  hampered  by 
antiquated  methods. 

Perhaps  no  other  company 
offers  as  broad  a  range  of  solutions 
to  these  problems  as  FMC. 

In  some  50  countries  around 
the  world,  FMC  machinery, 
chemicals,  and  technology  are 
helping  to  accomplish  such  basic 
objectives  as: 

•  converting  neglected  lands  into 
food-producing  regions,  and 
engineering  irrigation  systems  to 
support  them 

•  determining  the  crops  most 
suitable  for  local  soil  and  climate 


conditions,  and  employing 
sophisticated  equipment  to  prepare 
the  soil,  plant,  protect,  and  harvest 
the  crops 

•  using  agricultural  chemicals  to 
combat  insects  and  pests,  which,  in 
unprotected  areas,  may  destroy  up 
to  40%  of  the  yield 

•  building  food  preparation  and 
canning  plants  to  process  and 
package  foods  in  order  to  make 
them  available  to  more  people 

•  establishing  poultry,  dairy, 
livestock,  and  fishery  operations. 

Basic  to  these  programs  is 
training  people  to  manage  them. 

No  problem  is  more 
important  to  the  world  s  future 
than  producing  enough  food. 

FMC  approaches  this  problem 
with  technology,  equipment,  and 
nearly  a  century  of  experience 
in  helping  people  do  a  better  job 
of  producing  more  food. 

FMC  Corporation,  200  East 
Randolph  Drive,  Chicago  60601. 

HFMC 
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Fund  Ratings— 1975 


Performance 
Ratings 


In 
UP 


Dollar  Results 


Latest 
12  Months 


9- Year 
Average 

Annual 

Growth 

Rate 


Dividend 
Return 


i Total  Assets • 

6/30/75    %  Change 

in  1975  vs. 

Millions         1974 


Maximum   Annual 
Sales      Expenses 
Charge     Per  $100 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 


10.7% 
13.8% 


0.1% 
-0.5% 


4.0% 
3.1% 
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>C 


B 
•F 
F 
C 
B 
>f 


Admiralty  Funds 

Growth  Series    I      7.1%  -7.6%  5.0%  $12.9  6.6              t 

Insurance  Series   -0.6  -0.9  6.8  2.2  -4.4             t 

Advisers  Fund  -11.0  -6.9  2.9  1.4  -22.2  8.50% 

Affiliated  Fund                                    25.4  1.2  3.9  1,540.6  21.0  7.25 

All  American  Fund  -10,6  -10.6  none 

Allstate  Enterprises  Stock  Fund  (started  2/70) I  14.0  1.1 

AMCAP  Fund  (started  4/67)  31.3  2.6 

American  Equity  Fund  (started  1/69)  17.4  -  1.7 

American  Express  Funds 

Capital 1  13.7  -05  2.4  120.8  8.4  8.50 

Special  (started  4/69)  I      2.9  1.6  31.7  -1.3  8.50 

Stock  I  11.6  -1.8  3.8  44.8  5.4  8.50 

American  Growth  Fund   12.2  0.8  5.4  13.4  13.6  8.50 

American  Insurance  &  Industrial  Fund I  23.5  2.5  6.3  85.3  8.50 

American  Leaders  Fund  (started  2/69)  I  12.6  4.3  22.3  2.130.0  1.50 

American  Mutual  Fund   1  15.2  1.1  5.7  322.9  11.4  8.50 

American  National  Growth  Fund  I  26.0  1.6  3.8  15.7  49.5  8.50 

Anchor  Growth  Fund   14.9  -3.8  2.5  249  2  8.4  8.75 

Audax  Fund  (started  11/69)  1  31.8  1.1  ~33  39.3  8.50 

Axe-Houghton  Stock  Fund  1  13.6  3.7  3.8  102.8  69.9  8.50 

Berkshire  Capital  Fund  (started  12/68)  1  15.2  5.7  4.7  95.8  8.50 

BLC  Growth  Fund  (started  10/69)  I  13.9  -  2.0  8.0  23.1  8.50 

BLC  Income  Fund  (started  10/69)  22.3  -  5.4  7.0  34.6  8.50 

Bondstock  Corp I  15.1  -2.5  4.4  20.9  16.1  8.50 

Boston  Mutual  Fund'  (started  1/69) I      7.8  -  2.0  5.0  150.0  8.50 

Broad  Street  Investing  Corp 1  11.7  1.6  4.2  335.8  8.6  8.50 

The  Brown  Fund  of  Hawaii  I  30.1  0.3  1.3  4.5  21.6  3.00 

Bullock  Fund  19.4  0.9  3.9  139.3  18.6  8.50 

Capamerica  Fund  I  20.0  -0.2  0.5  2.5  19.1  8.75 

Capital  Shares   |  21.0  -5.5  1.4  29.1  25.4  8.75 

The  Cardinal  Fund00  (started  12/66)                      I  24.5  -  3.0  12.3  392.0  8.50 

Century  Shares  Trust 1  16.9  0.3  2.9  73.5  8.9  8.50 

CG  Fund  (started  2/68) |  22.9 2.3    |  128.4  42.5  7.50 

CG  Income  Fund  (started  11/68)  I      7.8  8.4  29.6  190.2  7.50 

Channing  Funds 

American  Fund  9      6.5  -3.1  3.5  20.2  11.0  8.504: 

Growth  Fund  |  n.7  -3.7  2.3  180.7  12.7  8.50 

Special  Fund 14.4  -3.3  1.3 56.3  7.9  8.50J: 

Charter  Fund  (started  7/67) ■  22.6  -  1.2  4.5  66.7  8.50 

Chase  Frontier  Capital  Fund  of  Boston  (started  3/68)  f  11.9  -  1.5  20.9  1.5  8.50 

The  Chase  Fund  of  Boston 20.5  -0.3  2.0  49.1  9.1  8.50 

Chase  Special  Fund  of  Boston  (started  7/69)  . .               *  9  -  1.5  14.8  20.3  8.50 

Chemical  Fund  3  4.4  1.8  985.2  15.2  8.50 

Colonial  Equities  (started  11/66)  I      6.3  1.2  43.6  2.8  8.50 

•  Fund  rated  for  one  period  only;  maximum  allowable  rating  A.            •    •  Fund  rated  for  two  periods  only;  maximum  allowable  rating  A. 

Formerly  Boston  Mutual  Equity  Growth  Fund.           ••  Formerly  Knowledge  Communication  Fund.  N.A.   Not  available, 

t  Fund  no  longer  selling  new  shares;  existing  shares  traded  over  the-counter.        $  Sold  only  to  present  shareholders. 


N.A. 

N.A. 

$1.50 

0.46 


0.96 
1.14 
0.76 
1.32 


1.01 
1.44 
0.62 
0.90 
0.65 


1.50 
1.18 
1.50 
1.00 
1.01 


0.84 
1.01 
0.44 
1.50 
0.66 


1.53 
1.47 
1.58 
0.56 
0.77 


0.49 

1.03 
0.90 
0.99 


1.50 
1.32 
0.92 
1.43 
0.59 
1.00 


EXPLANATION  OF  COLUMN  HEADINGS 

The  Performance  Ratings  are  based  on  the  following  UP  and 
DOWN  markets:  UP,  10/7/66-11/29/68;  5/26/70-1/11/73: 
10/3/74-6/30/75.  DOWN,  2/9/66-10/7/66;  11/29/68- 
5/26/70;  1/11/73—10/3/74.  In  determining  both  the  per- 
formance ratings  and  the  percentage  figures  in  the  Dollar 
Results  section,  all  capital  gains  distributions  have  been  re- 
invested, but  income  dividends  have  not.  All  results  are 
based  on  investments  at  net  asset  value  and  c'o  not  allow  for 


sales  charges.   In  the  Dollar  Results  section,   the  latest   li 
months  covers  the  period  from  June  30,  1974  to  June  30. \ 
1975;   the   9-year   average   annual   growth    rate   covers    th( 
period  from  February  9,  1966  to  June  30,  1975.  Dividend  Rt 
turn  is   based  on  June  30,   1975   net  asset  value  and  tht 
income  payout  for  the  preceding  12-month  period.  Annual  ex 
penses  include  management  fees  and  operating  expenses  a.'j 
a  percentage  of  average  net  assets. 
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Performance 
Ratings 


Dollar  Results 


UP  DOV 

Markets     Markets 


D 
A 
C 
B 
S 

0 

D 
D 

®_ 
C 

c 

B 
D 
C 

y 

B 
D 
D 
C 


•A 

•C 

C 

c 

B 

D 
A 
C 

D 

C 

A+ 

C 

C 

B 

B 
•C 
D 
A 
D 
D 


B 
D 
C 

B 


Latest 
12  Months 


i Total  Assets 

6/30/75     %  Change 

in  1975  vs. 

Millions         1974 


Maximum    Annual 
Sales      Expenses 
Charge     Per $100 


Standard  &  Poor's  500  Stock  Average 
C       I  FORBES  Stock  Fund  Average 


B 
F 
•  F 
D 
D 

0 
C 
C 
D 
G 


10.7% 
13.8% 


0.1% 
-0.5% 


4.0% 
31% 


Stock  Funds  (Load) 


The  Colonial  Fund 6.2%     -1.1% 

Colonial  Growth  Shares  I     5.3 

Colonial  Ventures  (started  2/69)  

Commerce  Fund  

Common  Stock  Fund  of  State  Bond  and  Mortgage  Co.  | 

Commonwealth  Fund  Indenture  of  Trust  Plans  A  &  B  |      " 
Commonwealth  Fund  Indenture  of  Trust  Plan  C  . . .       16.8 

Compass  Growth  Fund  (started  4/69)  1.1 

Competitive  Capital  Fund  (started  3/68)  11.7 

Composite  Fund  24.3  0.8 

Comstock  Fund  (started  10/68)  41.3 

Corporate  Leaders  Tr  Fund  Certificates,  Series  "B"       10.6         -0.6 

Country  Capital  Investment  Fund  (started  4/66)    .  \    18.9 

Decatur  Income  Fund j    17.2  1.2 

Delaware  Fund  20.9        -0.2 

Delta  Trend  Fund  (started  10/68)  22.9 

Directors  Capital  Fund  (started  2/70)  14.0 

Diversified  Fund  of  State  Bond  &  Mtge  Co 14.0 

Dividend  Shares  

The  Dreyfus  Fund 24.6         -0.3 

: 

The  Dreyfus  Leverage  Fund  (started  6/69)  

Eaton  &  Howard  Funds 

Growth  (started  4/68)  13.0 

Special  (started  4/68)  11.3 

Stock I      8.6         -2.4 

Egret  Fund*   

Enterprise  Fund  16.8  4.4 

Equity  Growth  Fund  of  America  (started  8/66) 

Equity  Progress  Fund  j    25.3         -3.3 

Essex  Fund  j    28.0 

Everest  Fund  (started  5/66)  23.3 

Explorer  Fund  (started  12/67)  5.2 

Fairfield   Fund    26.4         -1.5 

Fidelity  Capital  Fund I      2.7         -2.2 

Fidelity  Fund   |    16.1  1.6 

Fidelity  Trend  Fund  12.0         -1.6 

First  Fund  of  Virginia  (started  1/67)  22.5 

First  Investors  Discovery  Fund  (started  9/69)  28.3 

First  Investors  Fund  10.4         -2.1 

First  Investors  Fund  for  Growth  (started  4/66)  17.6 

First  Investors  Trend  Fund 12.6  1.9 

Fletcher  Fund  (started  11/66)  32.9 

Founders  Funds 

Growth 8.2  0.5 

Income  (started  2/67) 10.5  - 

Mutual !    14.0         -0.1 

Special    0.6  - 

Franklin  Custodian  Funds 

Dynatech  Series  (started  1/68) I    11.6 

Growth  Series  14.4  3.2 

Utilities  Series I    23.6         -5.8 

Freedom  Fund  (started  5/68)  11.7 

Fund  of  America 3.9         -4.1 

Fund  of  the  Southwest  (started  10/69)  17.7 

Fundamental  Investors 12.2 

•  Fund  rated  for  one  period  only;  maximum  allowable  rating  A. 
•    •   Fund  rated  for  two  periods  only;  maximum  allowable  rating  A. 

*  Formerly  Egret  Growth  Fund.  N.A.   Not  available. 

t  Fund  no  longer  selling  new  shares;  existing  shares  traded  over-the-counter. 


5-4% 

$133.3 

-3.4 

8.50% 

$0.68 

2.2 

44.6 

1.1 

8.50 

1.01 

2.8 

9.8 

1.0 

8.50 

0.98 

3.9 

68.5 

17.5 

8.50 

0.75 

1.7 

39.7 

19.6 

8.50 

1.00 

5.5 

21.9 

16.5 

7.50 

0.80 

5.0 

48.7 

17.6 

7.50 

0.75 

3.3 

4.8 

29.7 

8.50 

1.05 

4.7 

20.7 

9.0 

t 

N.A. 

3.5 

38.6 

22.2 

8.00 

0.91 

2.2 

72.8 

33.3 

8.50 

1.39 

4.4 

49.6 

7.1 

7.55 

0.16 

3.1 

38.1 

43.8 

7.50 

1.01 

6.6 

238.3 

19.0 

8.50 

0.83 

4.2 

354.8 

13.2 

8.50 

0.82 

1.2 

10.0 

19.1 

8.50 

1.50 

4.4 

4.7 

9.3 

8.75 

0.89 

4.1 

3.1 

34.8 

8.50 

1.00 

41 

306.4 

6.8 

8.50 

0.64 

3.0 

1,579.0 

19.3 

8.75 

0.64 

260.6 

16.7 

8.75 

1.00 

0.8 

35.2 

13.9 

8.50 

1.06 

1.7 

18.9 

11.8 

8.50 

1.47 

3.2 

142.1 

7.3 

8.50 

0.71 

3.1 

40.6 

17.3 

8.00 

0.72 

3.6 

223.6 

9.8 

8.50 

1.12 

2.1 

44.9 

-9.8 

8.50 

1.01 

0.7 

9.2 

16.5 

8.50 

1.45 

0  fi 

15.5 

17.4 

t 

1.47 

5.4 

27.0 

18.9 

t 

1.00 

1.3 

13.5 

0.8 

8.50 

1.37 

1.6 

31.7 

19.2 

8.50 

0.88 

1.4 

350.3 

-1.0 

8.50 

0.66 

4.1 

642.8 

9.9 

8.50 

0.54 

1.7 

648.3 

8.0 

8.50 

0.65 

c 
c 

c 

A 
C 


•D 

♦C 

B 

B 

C 

•B 

•D 

•  F 

F 


B 

••F 

B 

C 

D 

C 

D 

•  «A 

D 

F 

A 

•D 

o 

D 

D 
F 
B 
F 
D 

C 
D 
F 
D 
B 
F 

•C 

•F 

C 

•F 

A' 


D 

•A 

C 

•A 


2.3 
none 
3.1 
1.3 
2.1 


18.1 
4.5 

19.3 

74.8 
1.3 

13.9 


28.4 
36.4 
3.8 
29.9 
-7.1 
23.0 


4.2 
6.7 
3.3 
6.7 


46.8 

6.4 

175.3 

21.1 


6.6 
18.5 
15.7 

1.9 


8.50 
8.75 
8.75 
8.75 
8.75 
8.50 


8.50 
8.50 
8.50 
8.50 


1.01 
1.50 
0.90 
1.00 
1.50 
1.52 


1.27 
1.45 
0.50 
1.43 


1.5 

12.5 

35.9 

8.75 

1.28 

1.3 

16.9 

15.8 

8.75 

1.09 

6.1 

12.5 

54.3 

8.75 

1.24 

4.3 

23.0 

3.6 

8.75 

1.06 

3.0 

51.3 

7.8 

8.50 

0.69 

2.2 

1.7 

30.8 

7.50 

1.00 

4.2 

674.8 

7.4 

8.75 

0.61 
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. 

Performance 
Ratings 

In              In 

UP                WN 
Marked     Markets 

Dollar  Results 

■■■■■■■ 

9-Year 

Average                   !    t Total  Assets ^ 

Annual                         6/30/75     %  Change    Maximum   Annual! 

Latest       Growth 'Dividend           in           1975  vs.           Sales      ExpenseR 

12  Months      Rate        Return        Millions        1974           Charge     Per  $10fj| 

Standard  &  Poor's  500  Stock  Average  10.7%        0.1%        4.0% 

FORBES  Stock  Fund  Average  13.8%     -0.5%        3.1% 


Stock  Funds  (Load) 


•  F  Fundex  (started  12/67) 

'  C  Growth  Fund  of  America  

D  Hamilton  Funds  Series  H-DA 

D  Hamilton  Growth  Fund  (started  12/68) 

>  D  John  Hancock  Growth  Fund  (started  2/69) 


-2.3% 


none 
3.5% 
3.5 
1.0 
1.9 


$ 


0.5 

15.8 

474.8 

34.4 

36.5 


-16.7 

6.8 

15.4 

22.9 

18.1 


t 
8.50% 
8.50 
8.50 
8.00 


$3.64 
1.50 
0.76 
1.48 
1.03 


•D 
C 
•A 
•A 
■B 


B 

B 

■F 

■D 


John  Hancock  Signature  Fund  (started  2/69) 

Harbor  Fund  

IDS  New  Dimensions  Fund  (started  8/68)  . . 

IDS  Progressive  Fund  (started  1/69) 

Impact  Fund  (started  8/69)  


19.4 
14.6 
15.8 
10.6 
12.3 


1.9 


5.4 
6.4 
1.2 
2.1 
3.2 


9.7 

132.9 

260.1 

181.1 

11.9 


19.8 
0.5 
25.6 
21.3 
10.2 


8.00 
8.50 
8.00 
8.00 
8.50 


1.04 
0.89 
0.49 
0.49 
1.31 


C  B  Imperial  Capital  Fund   . 

A  D  Imperial  Growth  Fund  . 

A  0  Independence  Fund 

B  D  Industries  Trend  Fund 

C  F  INTEGON  Growth  Fund 


8.8 
17.3 
14.1 
20.0 

5.2 


0.9 
2.9 

-1.4 
1.6 

-2.2 


5.0 
4.6 
2.5 
4.7 
3.9 


39.8 
16.5 
18.4 
82.0 
10.0 


18.1 
19.6 
7.0 
20.4 
17.7 


8.50 
8.50 
8.75 
8.50 
7.50 


0.78 
0.88 
1.24 
0.96 
0.80 


B  C  The  Investment  Co.  of  America  . 

D  C  Investment  Trust  of  Boston  .... 

A  Investors  Research  Fund  

C  Investors  Stock  Fund  

C  D  Investors  Variable  Payment  Fund 


17.4 
15.6 
30.8 
13.3 
9.6 


2.5 

0.4 

4.9 

-0.8 

-1.3 


4.7 
4.4 
2.5 
3.2 
1.8 


1,344.9 

62.9 

9.9 

2,188.4 

693.0 


14.6 
13.1 
65.0 
16.4 
10.0 


8.50 
8.50 
8.50 
8.00 
8.00 


0.49 
0.69 
1.45 
0.39 
0.48 


-D 
D 
D 
A 
A 


C 
A 
C 
B 
F 


ISI  Funds 

Growth  (started  3/68) 
Income  (started  9/68) 
Trust  

Istel  Fund  

Ivest  Fund 


20.1 

0.5 

5.3 

19.3 

18.5 


0.3 

6.1 

-0.5 


Z 


7.9 
3.7 
0.7 


24.7 

13.2 

291.5 

116.4 

227.4 


12.3 
18.9 
-8.0 
15.5 
14.0 


8.50 
8.50 
8.50 
3.00 
8.50 


1.00 
1.07 
0.58 
0.69 
0.83 


A 

B 

C 

A+ 

A+ 


B 
D 
A 
•B 
D 


C 

A 
D 
C 

A 


D 

C 

>C 

A+ 

B 
D 


■; 


c 

D 
F 
F 


Keystone  Apollo  (started  12/69) 
Keystone  Custodian  Funds 

K-2 

S-l 

S-2 

S-3 

S-4 


32.3 

20.9 
13.5 
9.4 
33.3 
18.5 


1.1 
1.4 

-0.6 
1.4 

-2.4 


none 

1.8 
2.2 
2.4 
1.2 
none 


13.3 

217.3 
47.1 
69.4 

126.8 

439.0 


29.1 

17.3 
13.5 
0.7 
30.9 
23.0 


C  The  Knickerbocker  Fund   

Knickerbocker  Growth  Fund 

B  Landmark  Growth  Fund  

C  •  -D  Legal  List  Investments  (started  3/68) 

'A  -D  Lexington  Growth  Fund  (started  7/69) 


18.3 
15.4 
31.5 
16.8 
36.3 


-0.1 

-0.7 

0.8 


3.7 
1.7 
2.0 
4.1 
1.1 


8.6 

5.9 

8.9 

46.5 

14.6 


8.9 

9.3 

27.1 

13.4 

33.9 


D 

F 

F 

•F 

•F 


Lexington  Research  Fund 

Liberty  Fund  

Life  Insurance  Investors 

Lincoln  National  Capital  Fund  (started  9/69) 
Manhattan  Fund  (started  2/66)  


15.3 

5.0 

17.5 

21.8 

3.1 


2.1 
-4.0 
-1.9 


3.1 
3.7 
2.4 
1.8 

none 


112.1 
7.9 

55.3 
6.6 

75.0 


14.3 
2.6 
15.2 
26.9 
11.8 


Horace  Mann  Fund 

D          Massachusetts  Investors  Growth  Stock  Fund 
B  Massachusetts  Investors  Trust 

Midamerica  Mutual  Fund  ...    . 
C  W.  L  Morgan  Growth  Fund  (started  12/68) 


14.1 
8.6 
11.8 
19.0 
18.9 


1.3 

1.4 

-0.7 

-2.0 


2.6 
1.8 
3.9 
3.6 
1.7 


35.9 
1,057.6 
1,526.9 

26.9 
106.3 


37.0 

5.3 

7.7 

40.8 

19.2 


A 
F 
B 
D 

F 
C 


Mutual  Investing  Foundation 

MIFFund 

MIF  Growth  Fund 

Mutual  of  Omaha  Growth  Fund  (started  5/68) 

National  Investors  Corp 

National  Securities 

Growth  Fund 

Stock  Fund  


13.5 

8.2 

14.5 

11.2 
19.9 


0.8 
-2.9 

3.0 

-1.1 
-0.2 


4.8 
3.4 
3.8 
2.4 

3.1 
5.0 


232.0 
26.1 
24.4 

765.5 

168.7 
260.0 


19.6 
23.1 
21.4 
10.3 

10.3 
15.3 


•  Fund  rated  for  one  period  only;  maximum  allowable  rating  A. 

•  Fund  rated  for  two  periods  only;  maximum  allowable  rating  A. 

t  Fund  no  longer  selling  new  shares;  existing  shares  traded  over-the-counter. 


8.75 

8.75 
8.75 
8.75 
8.75 
8.75 


8.70 
8.70 
8.50 
8.50 
8.50 


8.50 
8.50 
8.50 
8.50 
8.50 


7.50 
7.25 
7.25 
8.50 
8.50 


7.50 
7.50 
8.00 
8.50 

8.50 
8.50 


0.93 

0.62 
0.68 
0.67 
0.66 
0.64 


1.00 
1.64 
1.53 
1.51 
1.53 


0.87 
1.29 
0.67 
1.18 
1.60 


0.77 
0.38 
0.32 
0.88 
0.96 


0.67 
0.80 
0.98 
0.45 

0.64 
0.69 
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Forbes 

Fund  Ratings— 1975 

Performance 
Ratings 


Dollar  Results 


in 


in 
UP  DOWN 

Markets     Markets 


onths 


9- Year 
Average 
Annual 

Growth  Dividend 
Rate        Return 


i Total  Assets > 

6/30/75     %  Change 

in  1975  vs. 

Millions         1974 


Maximum    Annual 
Sales       Expenses 
Charge     Per $100 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 


10.7%        Q.1%        4.0% 
13.8%     -0.5%        3.1% 


Stock  Funds  (Load) 


C  »»B       1  NEL  Equity  Fund  (started  12/68)  9.8%                       3.6%  $    7.8  11.4  8.00%  $1.11 

B  »»C           NEL  Growth  Fund  (started  12/68) 6.3                           1.0  23.6  14.6  8.00  0.92 

B  C          New  World  Fund 13.9  0.9%        3.0  7.6  13.4  8.50  1.19 

B  «B           New  York  Venture  Fund  (started  2/69) 231                           2.1  35.7  21.0  8.50  0.83 

B  D       1  Newton  Fund 8.7  1.2           3.0  17.3  8.1  8.50  1.15 


D 

B 

>B 

B 

D 

•A 


C 

c 
c 

D 

A+ 
D 


Old  Dominion  Investors'  Trust 

Omega  Fund  (started  4/68) 

Oppenheimer  A.I.M.  Fund  (started  12/69) 

Oppenheimer  Fund  

Over-the-Counter  Securities  Fund 

Pace  Fund  (started  7/69) 


21.8 
22.1 
15.5 
12.0 
10.3 
35.2 


-2.7 


1.4 
5.3 


4.7 
3.0 
2.8 
4.0 
2.3 
none 


2.7 

29.9 

125.9 

448.1 

6.8 

13.4 


17.4 
17.3 
24.8 
17.0 
13.3 
16.5 


1.00 

t 
8.50 
8.50 
8.00 
8.50 


1.05 
1.24 
0.97 
0.51 
1.39 
1.16 


0  B  Paramount  Mutual  Fund  . 

B  C  Philadelphia  Fund 

A  F  Pilgrim  Fund  

B  ••€  Pilot  Fund  (started  9/67) 

B  A  Pioneer  Fund 

A  «A  Pioneer  II  (started  9/69) 


29.2 
40.3 
16.8 
28.0 
22.6 
24.6 


2.2 
2.5 
0.5 

4.7 


3.5 
2.1 
1.4 
3.2 
3.5 
1.6 


6.6 
91.4 
11.8 
28.2 
303.6 
16.4 


26.9 
38.1 
14.6 
24.2 
34.8 
45.1 


8.50 
8.50 
8.50 
8.50 
8.50 
8.50 


1.52 
0.85 
1.67 
1.29 
0.80 
1.29 


C 

c 

A 
•A 
•D 
•D 

D 


B 
D 

•F 
D 
B 

•A 
A 


PLIGROWTH  Fund  

Plitrend  Fund  

Polaris  Fund  (started  8/68) 

Progress  Fund  (started  8/69)  

Providor  Growth  Fund  (started  2/70)  . . 
Providor  Investors  Fund  (started  1/69) 
Puritan  Fund 


10.3 
12.1 
34.3 
6.1 
13.5 
20.3 
17.8 


1.8 
-0.2 


0.5 


3.6 
2.7 
none 
1.3 
2.3 
5.6 
5.8 


19.7 
9.5 
40.4 
6.0 
6.5 
3.4 
730.4 


17.3 
8.0 
28.7 
91 
32.7 
30.8 
13.2 


8.50 
8.50 
8.50 
8.50 
8.50 
8.50 
8.50 


1.03 
1.27 
0.76 
1.00 
1.12 
1.12 
0.51 


A 

A 

B 

•A 

•A 


•C 
B 
D 
C 


C 
B 
D 
C 

•T 

A 
D 
A 
C 


B 

C 

•D 

•A 

B 

A 
C 
B 
D 
B 


Putnam  Funds 
F  Equities  (started  9/67) 

D  Growth    

C  Investors  

•  F  Vista  (started  6/68) 

•C  Voyager  (started  4/69) 


•A 
F 
C 

r 


B 

F 

A 
D 

•A 


43.5 
15.8 
6.7 
35.4 
30.7 


2.5 
5.5 


1.7 
3.0 
2.7 
2.1 
2.3 


57.2 

679.8 

503.2 

75.3 

42.3 


41.9 
14.5 
20.4 
39.4 
46.9 


Research  Capital  (started  5/69)   

Research  Equity 

Paul  Revere  Courier  Fund  (started  8/69) 
Revere  Fund  


8.3 

7.1 

6.2 

-2.9 


-1.0 
-5.7 


4.3 
1.4 

3.1 
2.9 


SAFECO  Funds 

C  Equity    

•F  Growth  (started  2/68) 

B  Income  (started  10/69) 

F  Salem  Fund    

D  Schuster  Fund  (started  9/67) 


Seaboard  Leverage  Fund  (started  6/69) 
Security  Funds 

Equity   

Investment    . . 

Ultra  (started  9/69)  

Sentinel  Growth  Fund  (started  9/69)  . 


21.9 
25.1 
132 
23.6 
13.6 

19.2 

25.1 
13.5 
46.1 
11.9 


-0.1 

-4.3 


32 
0.3 


4.2 
2.3 

5.9 
2.3 

18 

3.2 

2.0 

8.4 
0.7 
2.6 


30.2 
16.2 
3.6 
52.0 
11.3 


17.1 
38.5 
33.3 
22.4 
19.0 


4.4 

106.9 

38.4 
16.8 
15.0 


15.8 

30.8 
23.5 
46.1 
30.4 


Sentry  Fund  (started  5/70)  

Shareholders'  Trust  of  Boston 

The  Shearson  Appreciation  Fund  (started  3/70) 

Sigma  Capital  Shares  (started  10/67)  

Sigma  Investment  Shares  


Sigma  Venture  Shares  (started  1/70) 

Southwestern  Investors 

Southwestern  Investors  Growth  Fund  (started  5/68) 

Sovereign  Investors 

State  Street  Investment  Corp 


9.5 
66.9 
12.2 
21.1 
53.9 


41.8 
2.0 
-3.9 
30.3 
14.4 


3.7 

21.4 

1.8 

8.1 

332.4 


32.1 
17.6 
20.0 
11.0 
10.4 


•  Fund  rated  for  one  period  only;  maximum  allowable  rating  A. 

•  Fund  rated  for  two  periods  only;  maximum  allowable  rating  A. 

t  Fund  no  longer  selling  new  shares;  existing  shares  traded  over-the-counter. 


8.50 
8.50 
8.50 
8.50 
8.50 


8.50 
8.50 
8.50 
8.50 
8.50 


t 

8.75 
8.75 
8.75 
8.00 


8.00 
8.50 
8.50 
8.50 
8.50 


8.50 
7.50 
7.50 
8.50 

t 


0.91 
0.58 
0.65 
1.12 
1.27 


37.1 

44.4 

8.75 

1.68 

74.0 

3.2 

8.75 

1.23 

2.9 

20.8 

8.50 

1.73 

7.1 

-4.1 

8.50 

2.10 

0.64 
0.70 
0.84 
1.21 
1.66 


N.A. 

0.85 
0.73 
1.00 
0.82 


1.39 
0.79 
1.00 
1.50 
0.89 


1.50 
0.69 
1.00 
0.90 
0.56 


N.A.   Not  available. 
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Forbes 

Fund  Ratings — 1975 


Performance 
Ratings 

In  In 

UP  DOWN 

Markets      Markets 


Dollar  Results 


9- Year 

Average 

Annual 

Latest 

Growth 

Omdend 

12  Months 

Rate 

Return 

10  ■>< 

0.1% 

4.0% 

13.8% 

-0.5% 

3.1% 

r Total  Assets ^ 

6/30/75     %  Change    Maximum    Annual 

in  1975  vs.  Sales       Expenses] 

Millions         1974  Charge     Per  $100 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 


B 

■A 

C 


C 
B 
B 
B 
C 


C 

C 

c 
c 


c 

B 
C 
F 
D 


Stock  Funds  (Load) 


Supervised  Investors 

Growth  Fund  (started  4/66)  20.6% 

Summit  Fund  (started  2/69) 21.5 

Surveyor  Fund  (started  9/66)  I  15.4 

Technology  Fund I  20.4 

Transamerica  Capital  Fund  (started  7/68)  &     9.3 

Travelers  Equities  Fund  (started  5/68)  18.9 

Trustees'  Equity  Fund  (started  2/67)  i      8.0 

Unified  Mutual  Shares  I  11.0 

Unifund  38.9 

Union  Capital  Fund  (started  12/69)  25.2 

United  Funds 

Accumulative 12.7 

Income    12.1 

Science   13.6 

United  Vanguard  (started  10/69)  1  24.2 

USLIFE  Apex  Fund 5  7 

USLIFE  Common  Stock  Fund  I  18.3 

The  Value  Line  Fund  i  30.1 

The  Value  Line  Income  Fund I  18.9 

The  Value  Line  Special  Situations  Fund I 

Vance,  Sanders  Common  Stock  Fund ]  11.9 

Vance,  Sanders  Special  Fund  (started  11/68)  20.9 

Varied  Industry  Plan    12.8 

Wall  Street  Growth  Fund  9.0 

Washington  Mutual  Investors  Fund 22.1 

Washington  National  Fund  (started  8/69) 

Western  Industrial  Shares I  14.4 

Westfield  Growth  Fund  (started  8/69) 19.0 

Windsor  Fund  31.7 

Wisconsin  Fund 9  3 


0-9% 


2.3% 
2.1 
2.3 
2.7 


$136.0 

34.0 
102.8 
460.6 


17.4 

12.6 

7.9 

13.2 


-0.8 


4.3 
3.1 
1.7 
3.4 
2.2 


54.6 
25.6 
20.6 
11.3 
1.7 


10.8 
33.3 
13.8 
11.9 
41.7 


8.50% 
8.50 
8.50 
8.50 


8.00 
8.75 
8.50 
8.50 
8.50 


$0.94 
0.65 
1.00 
0.67 


1.00 
1.04 
1.24 
1.06 
1.49 


C 
C 
B 


B 

B 

D 

A+ 

D 


A 
C 

•A 
D 
D 


D 
D 
A 
B 
B 
D 


D 
C 
F 


»F 
F 
A 
F 
C 


F 
B 
•F 
D 
C 


A 
•C 

F 
•C 

B 

C 


-2.0 

0.6 

-2.4 


-6.3 

-0.1 

0.7 

-1.6 

-3.4 
25 

-4.4 
-0.9 


16 

-85 

2.9 
-03 


2.2 

2.6 
40 
2.1 


11 
1.5 
5.6 
2.3 
6.5 

08 
2.9 
2.1 
2.5 
3.0 


5.1 
2.7 
1.1 
1.4 
3.9 
3.4 


26.2 

6787 
676.2 

261.5 

37.3 
10.9 
277.3 
36.2 
63.3 


72.3 
45.0 
47.3 
12.7 
10.2 


305.2 

10.9 

3.4 

5.8 

455.2 

23.2 


344 

6.8 
12.4 
10.9 


31.3 
6.9 
16.3 
25.3 
17.2 


28.9 
11.9 
19.4 
25.7 
5.2 


19.4 
17.2 
214 
41.5 
294 
3.1 


8.50 

8.75 
8.75 
8.75 


8.75 
8.50 
8.50 
8.50 
8.50 


8.50 
8.50 
8.50 
8.00 
8.50 


850 
8.75 
8.75 
8.00 
8.50 
8.50 


1.01 

0.49 
0.48 
0.49 


1.29 
1.00 
0.83 
0.74 
0.88 


1.28 
0.74 
1.04 
1.38 
0.99 


0.63 
0.90 
2.01 
1.05 
0.75 
0.75 


Stock  Funds  (No  Load) 


•A 
B 
B 
B 


B 
C 
A 
B 
C 


•D 

A 

-B 


B 
B 
B 

•A 

A 


•F 
0 
F 
0 


B 
C 

-A 
B 
D 


D 
D 

•A 
C 
C 

c 

F 

D 

■F 

D 


Afuture  Fund  (started  3/68)  I  14.9%  0  1% 

Alpha  Fund  (started  5/68)  13.0  -            2.6 

American  Investors  Fund  32.1  -3  7            14 

Armstrong  Associates  (started  6/68) 39.1  l  l 

David  L.  Babson  Investment  Fund 9.4  40           2.2 

Beacon  Hill  Mutual  Fund 14.6  1.9 

Centennial  Capital  Special  Fund0  (started  1/70)  2  8 

Columbia  Growth  Fund  (started  6/67) 28.7  3.1 

Concord  Fund  10.9  -33            1.6 

The  Constellation  Growth  Fund  (started  5/67)  ?0  1  2  4 

Constitution  Fund  (started  4/66)  j  129 

Contrafund  (started  5/67) 36  0  2  0 

Davidge  Early  Bird  Fund  (started  3/69)  16  4  19 

De  Vegh  Mutual  Fund 2  8  3.3 

Dodge  &  Cox  Stock  Fund  q  8  3  5 

The  Drexel  Burnham  Fund**  191  41 

E  &  E  Mutual  Fund  (started  7/69) 44 

Edie  Special  Growth  Fund  (started  8/69)  12  2 

Edie  Special  Institutional  Fund  (started  8/69)  10.8  19 

•  Fund  rated  for  one  period  only:  maximum  allowable  ratmg~A 
•    •   Fund  rated  for  two  periods  only,  maximum  allowable  rating  A 

Formerly  Standard  &  Poor's/I'  te.capital  Special  Fund.  ••    Formerly  Drexel  Equ.ty  Fund. 
T  Fund  no  longer  selling  new  shares;  existing  shares  traded  overthe  counter 


$37.5 

25.8 

147.0 

29 

207.4 

3.0 

4.9 

19.6 

1.3 


4.3 
27.5 
27.0 

2.0 
89.1 

12.4 
42.4 
28 
35.9 
24.2 


32.5 

6.2 

28.6 

38  1 

45.1 

20.0 

-47.9 

343 

8.3 


103 

11 

33.7 

111 

21  7 

253 
207.3 
-152 

154 
-2.0 


none 
none 
none 
none 

none 
nonp 
none 
none 

t 

none 
none 
none 
none 
none 

none 
none 
none 
none 
none 


$1.60 
1.50 
1.18 
1.50 

0.68 
2  80 
1.53 
1.50 
2.60 

111 
0.60 
I  10 
1.60 

0// 


0 

1  5 
1  5 

0.8 

0/ 


1  n*. 
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Forbes 

Fund  Ratings— 1975 


Performance 
Ratings 


Dollar  Results 


DOWN 
Markets 


Year 
Average 
Annual 

Growth  Dividend 
Rate        Return 


i Total  Assets > 

6/30/75     %  Change     Maximum    Annual 
in  1975  vs.  Sales       Expenses 

Millions         1974  Charge     Per  $100 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 


10.7% 
13.8<& 


0.1% 
-0.5% 


4.0% 
3.1% 


C 
0 

c 
c 
c 


B 
D 
•F 
D 
B 


Stock  Funds  (No-Load) 


Energy  Fund  

Farm  Bureau  Mutual  Fund 

Financial  Dynamics  Fund  (started  9/67) 

Financial  Industrial  Fund 

Financial  Industrial  Income  Fund  


29.6% 
9.3 
30.8 
13.0 
26.8 


2.0% 
-2.7 

-0.4 
3.8 


3.1% 

3.0 

1.8 

4.1 

5.6 


$154.7 

10.6 

37.0 

247.0 

98.2 


32.9 
17.8 
30.3 
13.7 
26.9 


none 
none 
none 
none 
none 


$0.79 
1.04 
0.90 
0.68 
0.73 


D 

•C 

•A 

C 

B 


•  B  First  Multifund  of  America  (started  10/67) 

•  B  Fleming  Berger  Fund  (started  4/69) 

>  F  44  Wall  Street  Fund  (started  7/69) 

D  Foursquare  Fund 

•  C  Fund  for  Mutual  Depositors  (started  8/69) 


12.0 
5.1 
57.5 
13.1 
17.2 


-2.3 


3.6 

none 

none 

2.4 

2.1 


14.0 
2.4 
5.0 
6.2 

204 


11.1 

-17.2 

284.6 

3.3 

20.7 


none 
none 
none 
none 
none 


2.13 
1.50 
2.36 
2.60 
0.81 


D  C  General  Securities 29.4  -4.0           3.3 

B  D  Growth  Industry  Shares  I  12.1  0.9            1.2 

C  A  Guardian  Mutual  Fund  I  21.1  2.6           4.5 

B  •  -F  Hartwell  Growth  Fund  (started  1/67)  I  22.6  none 

•C  •  «D  Hartwell  Leverage  Fund  (started  9/68)  40.7  none 


7.5 

37.3 

57.7 

5.1 

6.7 


41.5 
9.1 
20.0 
10.9 
21.8 


none 
none 
none 
none 
none 


1.46 
0.86 
0.76 
2.90 
3.70 


D 
B 
C 
C 
A 


•B 

A 

A 

•A 

•A 


A+ 

D 

A  + 

C 

B 

D 


B 
D 
C 

A 
D 
D 


D 
B 

0 
D 
C 
D 


A 
•C 
A  + 
B 


C 
B 
D 


Hedge  Fund  of  America  (started  2/68)  . . 

The  Heritage  Fund  

Herold  Fund  (started  3/68) 

Investment  Guidance  Fund  (started  6/68) 

Ivy  Fund  


3.6 


none 

none 

1.6 

2.2 

2.0 


8.4 
0.7 
4.2 
2.3 
40.1 


6.3 
40.0 
-2.3 
21.1 
111 


Janus  Fund  (started  2/70)  

The  Johnston  Mutual  Fund 

Loomis-Sayles  Capital  Development  Fund 

Magellan  Fund   

Magnacap  Fund  (started  1/70) 


3.7 
2.3 


5.3 
2.2 
14 
1.6 
1.1 


37.3 
303.8 

57.8 
6.1 
7.7 


32.3 
19.2 
7.8 
27.1 
24.2 


Mairs  &  Power  Growth  Fund 

Mates  Investment  Fund  (started  7/67)  

Mathers  Fund  

Mutual  Shares 

Naess  &  Thomas  Special  Fund^started  1/68) 
Nassau  Fund    


3.8 

7.8 
6.5 

-1.1 


2.4 
none 
3.0 
4.1 
2.3 
4.2 


12.1 
1.0 

72.6 
5.6 

14.1 
4.8 


22.2 
0.0 

36.5 
9.8 

17.5 
6.7 


National  Industries  Fund    

NEA  Mutual  Fund 

Neuwirth  Fund  (started  2/67)  

Nicholas  Fund  (started  7/69) 
Oceanographic  Fund  (started  5/68) 
The  One  Hundred  Fund  (started  11/66) 


-1.3 
-2.8 


3.0 
3.8 
4.0 
0.8 
4.2 
1.6 


18.8 
391 
22.7 
44.0 
11.8 
15.1 


51.6 
25.7 
43.7 
39.7 
15.7 
-14.7 


The  One  Hundred  &  One  Fund  (started  12/66) 
The  One  William  Street  Fund 

Partners  Fund*  (started  7/68)  

Penn  Square  Mutual  Fund 

Pennsylvania  Mutual  Fund  (started  6/67) 
Pine  Street  Fund 


2.3 

-0.4 
2.5 


53 
2  7 
3.0 
4.5 
none 
43 


1.8 

254.3 

23.4 

146.6 

6.3 

48.1 


-10.0 

9.0 

18.2 

25.2 

1423 
14.5 


Price  Funds 
T.  Rowe  Price  Growth  Stock 
Rowe  Price  New  Era  (started  5/69) 
Rowe  Price  New  Horizons 

PRO  Fund  (started  9/67) 

Scudder  Special  Fund   


10.7 

13.6 

19.3 

3.7 

6.1 


2.4 

2.0 

1,214.6 

20.2 

— 

2.5 

266.5 

20.5 

8.4 

1.2 

3693 

31.0 

— 

1.0 

35.7 

15.9 

0.4 

2.1 

100.4 

0.2 

Scudder  Stevens  &  Clark  Common  Stock  Fund  . . . 

Selected  American  Shares  6.9 

Selected  Special  Shares  (started  1/68) 

Sherman,  Dean  Fund  (started  2/68)  40.9 

Smith,  Barney  Equity  Fund  (started  8/68) 

Smith,  Barney  Income  &  Growth  Fund  (started  6/67)t      11.0 


-2.7 
-2.7 


3.4 
4.5 
2.3 
none 
2.9 
6.2 


132.5 

133.7 

60.3 

6.3 

56.9 

2.9 


15.3 
18.2 
37.4 
103.2 
14.3 
11.5 


t 
t 

100%# 

none 

none 


none 
none 
none 

t 
none 


none 
none 
none 

t 
none 
none 


none 
none 

t 

none 
none 
none 


none 
none 
none 
none 
none 
none 


none 
none 
none 
none 
none 


none 
none 
none 
none 
none 
none 


•  Fund  rated  for  one  period  only;  maximum  allowable  rating  A. 

*  Formerly  Side  Fund, 
t  Fund  no  longer  selling  new  shares;  existing  shares  traded  over-the-counter 


*  •    Fund  rated  for  two  periods  only;  maximum  allowable  rating  A. 
#  Fee  paid  to  fund. 


3.01 
7.00 
1.32 
1.57 
1.40 


1.48 
0.65 
0.78 
1.68 
1.50 


0.83 
4.19 

0.82 
1.48 
1.14 
1.57 


1.00 
0.77 
1.77 
1.08 
1.69 
1.40 


1.50 
0.55 
1.89 
0.61 
5.50 
0.48 


0.55 
0.72 
0.64 
0.91 
0.74 


0.77 
0.80 
0.96 
1.30 
1.00 
1.51 
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Forbes 

Fund  Ratings— 1975 

Performance 
Ratings 


Dollar  Results 


Mar: 

DO 

:  ■  ■ 

■  end" 
Return 

> Total  Assets < 

6/30/75     %  Change 

in            1975  vs. 
Millions         1974 

Maximum 

Sales 

Charge 

Annual 
Expenses 
Per  $100 

c 

G 

Standard  &  Poor's  500  Stock  Average 
FURBES  Stock  Fund  Average 

10.7% 
13.8% 

0.1% 
-0.5% 

4.0% 
3-1% 

•  «B 

•  «B 

.  -c 

•  -D 

•F 
•F 

•  *  c 

*  *  A 

Stock  Funds  (No-Load) 

Spectra  Fund  (started  7/69) 1 

29.10/0 

11.9 
27.1 
16.8 

- 

0.8% 

2.2 

2.5 

5.3 

$  2.0 

4.3 

60.5 

9.2 

25.0 

-2.3 
57.1 
50.8 

none 

t 
none 
none 

N.A. 

Standard  &  Poor's/ In'cap  Dynamics  Fund  (started 

5/69) I 

State  Farm  Growth  Fund  (started  3/68)  

$1.53 
0.79 

State  Farm  Income  Fund  (started  3/68)  1 

0.80 

C 
C 

A 

A 

•  -D 

F 
D 
D 
D 
•C 

Steadman  American  Industry  Fund  i 

Steadman  Investment  Fund 1 

11.0 

4.6 

8.8 

18.3 

39.7 

-4.9% 
-2.1 

1.3 

1.9 

2.8 
5.2 
1.7 
2.3 
none 

22.4 
25.9 
21.2 
178.8 
11.0 

7.2 

2.4 

3.9 

27.3 

39.2 

none 
none 
none 
none 
none 

3.01 
1.48 

Stein  Roe  &  Farnham  Capital  Opportunities  Fund 
Stein  Roe  &  Farnham  Stock  Fund 

0.75 
0.61 

Tudor  Hedge  Fund  (started  6/69)  I 

1.97 

A+ 
D 
C 
B 

F 
F 

Twentieth  Century  Investors 

Growth  Investors  1 

Income  Investors  1 

Vanderbilt  Growth  Fund'  

34.1 
40.6 
-1.4 
-7.3 

-0.4 
-0.3 
-3.2 
-6.8 

none 
1.7 
0.6 
0.5 

12.4 
1.3 
5.4 
3.4 

36.3 

30.0 

-26.0 

-20.9 

none 
none 

t 

t 

1.53 
1.52 
3.58 

Vanderbilt  Income  Fund**  

5.70 

C 
B 

•  «A 

•  -D 

C 

D 
•  «F 
.  -B 

Variable  Stock  Fund  gn 

10.1 

22.2 

31.1 

0.6 

0.5 

01 

2.7 
none 
none 

3.6 

3.7 

1.7 

11.1 

0.6 

19.4 

13.3 

60.9 

-14.3 

none 
none 
none 
none 

1.48 

Viking  Growth  Fund  1 

N.A. 

Weingarten  Equity  Fund  (started  3/67)  I 

1.00 

Clarence  M.  Whipple  Fund  (started  5/68)  § 

3.78 

C 
C 
.  .D 
0 
B 
C 

A 

A+ 
•  «A 
B 
F 
D 

Closed-End  Investment  Compari 

Adams  Express  i 

ASA  Limited   f 

Baker  Fentress  &  Co. 

lies 

18.8% 
-3.7 
6.2 
13.7 
19.6 
13.7 

2.5% 
1.7 

1.1 
-4.1 
-0.3 

3.6% 

2.3 

2.4 

3.6 

4.1 

3.3 

$186.3 

318.1 

142.4 

19.6 

38.0 

60.4 

18.5 
-3.7 

3.9 
11.4 
23.4 

5.4 

Where 
Traded 

NYSE 
NYSE 
0-T-C 
NYSE 
ASE 
O-T-C 

$0.66 
0.43 
0.61 

Carriers  &  General  Corp.  . 

1.00 

Central  Securities 

1.10 

Consolidated  Investment  Trust  

0.28 

•  -D 

•  «D 

B 
C 
B 

•B 
•F 

C 

C 

A+ 

Diebold  Venture  Capital  (started  4/68) 

-9.7 

16.9 
9.3 

14.5 
8.6 

2.5 

0.4 

19.7 

none       1 
none 

1.7 

3.4 

0.9 

10.8 

2.8 

104.5 

79.1 
126.0 

-9.2 

27.3 

10.2 

9.6 

25.5 

ASE 

0-T-C 

NYSE 

NYSE 

NYSE 

2.00 

Emerging  Securities  Fund  (started  11/68)  . . 
General  American  Investors 

1.91 
1.23 

International  Holdings  

Japan  Fund  

1.21 
0.86 

A 
B 
D 
B 
•  «B 
B 

C 

c 

B 

C 

•  «D 

A 

The  Lehman  Corp 

Madison  Fund   . . . 
National  Aviation   

10.5 
29.8 
11.6 
8.6 
31.8 
34.4 

4.4 

2.1 

-3.6 

4.3 

6.6 

2.0 
4.2 
3.7 

1.4 

none 

3.6 

480.8 
324.7 
82.7 
101.3 
1.1 
100.2 

6.3 
29.7 
13.0 

4.0 
22.2 
31.3 

NYSE 

NYSE 
NYSE 
NYSE 
0-T-C 
NYSE 

0.50 

0.71 
1.00 

Niagara  Share  Corp 

OTF  Equities***  (started  7/68) 

0.81 
4.40 

Petroleum  Corp.  of  America 

0.60 

•  «D 
B 
B 
D 
C 

.  .D 

•  «A 
C 
C 
A 
C 

.  -b 

Source  Capital  (started  10/68) 

15.2 
38.6 
7.4 
10.7 
12.9 
-6.8 

5.0 
1.5 

-0.2 
-0.4 

5.5 

1.4 
3.7 
5.6 
2.9 
0.2 

166  5 
86.8 
595.8 
121.1 
109.6 
12.0 

-3.8 

38.7 

6.3 

10.5 

10.0 

-7.0 

O-T-C 
ASE 
NYSE 
NYSE 
NYSE 
ASE 

1.13 

Standard  Shares 

0.77 

Tri-Continental  Corp.   . 
The  United  Corp.     . . 

0.40 
0.79 

U.S.  &  Foreign  Securities 

1.18 

Value  Line  Development  Capital  Corp.  (started  2/68) 

1.47 

D 
D 
C 
C 
C 

A+ 

A+ 

A 

A+ 

A+ 

Funds  for  Investing  Abroad 

Canadian  Fund  

International  Investors  . 

-2.6% 

3.7 

7.2 
13.5 

19  6 

10.9% 
16.0 

3.5 
13.5 

88 

3.7% 

4.8 

1.6 

1.7 

3.4 

$28.3 

130.5 

18.9 

18.5 

12.9 

-5.4 

12.7 

-5.5 

6.9 

-3.0 

Maximun 

Sales 
(  h. 

8.50% 
8.75 
none 
8.75 

t 

$0.89 
0.99 

Scudder  International  Fund**** 

1.48 

Templeton  Growth  Fund 

0.99 

Transatlantic  Fund 

1.10 

•   Fund  rated  for  one  period  only;  maximum  allowable  rating  A.         •  .    Fund  rated  (or  two  periods  only;  maximum  allowable  rating  A. 

Formerly  Tha  Pegasus  Fund.  *•  Formerly  Vanderbilt  Mutual  Fund  •••   Formerly  Ocean  Technology  Funds  N  A.  Not  available 

T  Fund  no  longer  selling  new  shares;  existing  shares  traded  over  the-counter.  ••••   Formerly  Scudder  International   Investments 
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Forbes 

Fund  Ratings— 1975 


Performance 
Ratings 


In  In 

UP  DOWN 

Markets     Markets 


Dollar  Results 


Latest 
12  Months 


werage 
Annual 

Growth  Dividend 
Rate        Return 


Total  Assets \ 

6/30/75     %  Change     Maximum    Annual 
in  1975  vs.  Sales       Expenses 

Millions         1974  Charge     Per  $100 


c 

B 

C 

D 

Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 
|   FORBES  Balanced  Fund  Average 

10.7% 

13.8<& 

8.5% 

0.1% 
-0.5% 
-0.9% 

40% 
3.1% 
5.3% 

C 
C 
B 

B 
C 

C 

c 
r 

D 

Balanced  Funds  (Load) 

Admiralty  Funds— Income  Series  I 

8.5% 
12.6 
9.6 
6.0 
6.7 

-1.5% 

-0.4 

-1.0 

-1.5 

-2.8 

57% 

6.1 

7.1 

5.8 

7.9 

$4.7 

21.4 

120.5 

127.8 

93.2 

2.2 
12.0 
4.4 
3.0 
6.5 

t 
7.25% 
8.50 
8.50 
8.75 

N.A. 

American  Business  Shares 1 

$1.17 

American  Express  Income  Fund 1 

0.66 

American  Express  Investment  Fund 1 

0.73 

0.70 

B 

C 
B 

C 
D 

D 

c 

F 

F 
B 

10.4 
7.9 

0.2 

-1.4 
-1.3 

-2.7 
-1.5 

5.8 
7.0 
4.7 

5.7 
6.8 

50.5 

205.9 

35.2 

57.1 
65.3 

8.4 

7.5 

11.0 

-6.1 
-1.7 

8.00 
8.00 
8.50 

8.50$ 
8.50 

1.10 

Axe-Houghton  Fund  B I 

0.80 

Boston  Foundation  Fund   I 

Charming  Funds 

Balanced  Fund   1 

Income  Fund   1 

1.33 

0.77 
0.78 

•■•• 
B 
B 

C 
D 

•  A 
G 
C 
B 
B 

Colonial  Income  Fund  (started  12/69) 1 

-3.5 

10.6 

6.6 

3.6 

0.9 
-0.8 
-1.2 
-1.9 

9.4 
6.0 
5.0 
8.0 
8.0 

246.1 
14.1 

120.7 
27.4 
14.8 

8.2 

13.7 

1.9 

7.5 

29.8 

8.50 
8.00 
8.50 
8.50 
8.75 

0.62 

Composite  Bond  &  Stock  Fund 1 

0.95 

Eaton  &  Howard  Balanced  Fund I 

0.66 

Eaton  &  Howard  Income  Fund 1 

0.75 

Franklin  Custodian  Funds— Income  Series  Shares  . .  I 

1.08 

D 
C 
0 

I     •  »D 
D 
A 

A 
D 
C 
•C 
B 
D 

Income  Fund  of  Boston  | 

6.2 
8.6 
11.4 
0.0 
6.6 
8.1 

-3.3 
-2.1 
-3.2 

-1.5 
0.4 

6.9 
5.2 
7.9 

24.2 

2,250.8 

71.5 

3.1 

4.5 

228.2 

0.4 
7.7 
7.4 
6.9 
12.5 
7.0 

t 
8.00 
8.75 
8.50 
8.50 
8.75 

N.A. 

Investors  Mutual    

Keystone  Custodian  Funds— K-l 

0.37 
0.65 

Lincoln  National  Income  Fund  (started  9/69)  ....  1 
Magna  Income  Trust 1 

1.19 
1.54 

Massachusetts  Fund  

0.65 

C 

C 
B 

D 

••A 

C 

F 
F 
C 

Mutual  of  Omaha  Income  Fund  (started  5/69) 
Nation-Wide  Securities 

10.3 
12.1 

10.8 

9.7 
9.4 

-0.4 

-3.7 
-1.7 
-1.6 

/  .  1 

18.2 
57.0 

2.3 
80.3 
61.8 

17.4 
6.0 

9.5 
7.2 
5.6 

8.00 
8.50 

8.50 
8.50 
8.50 

0.94 
0.60 

National  Securities 

Balanced  Fund  1 

Dividend  Fund    1 

Income  Fund 

0.76 
0.67 
0.66 

A 

A+ 

D 

•  «B 

0 

•  »A 

F 
F 
B 

*D 
D 

•F 

Provident  Fund  for  Income  . ." 1 

12.4 
6.1 
5.2 
4.2 
9.4 
8.9 

0.7 

0.7 

-2.4 

-2.9 

6.1 

6.5 
3.2 

120.1 
338.1 

127.2 

3.7 

13.4 

15.2 

19.3 
3.5 
12.3 
12.1 
17.5 
20.6 

8.50 
8.50 
8.50 
8.00 
8.50 
4.50 

0.80 

The  George  Putnam  Fund  of  Boston 1 

0.57 

Putnam  Income  Fund 

Sentinel  Income  Fund  (started  9/69) 

0.98 
0.86 

Sigma  Trust   

0.96 

SoGen  International  Fund  (started  4/70)  | 

1.82 

A 
••C 
A 
D 
C 
C 

C 
•A 
C 
A 
D 
D 

Supervised  Investors  Income  Fund 

15.2 

5.1 

9.7 

7.1 

12.6 

10.0 

1.0 

2.0 
-1.2 
-2.1 
-2.3 

6.2 

68 
5.1 
5.3 

29.0 

4.0 

24.5 

15.7 

156.8 

832.6 

20.8 
14.3 
53.1 
15.4 
6.7 
4.9 

8.50 
8.00 
8.50 
8.50 
8.50 
8.50 

0.73 

Transamerica  Investors  Fund  (started  4/69) 
Union  Income  Fund  

1.35 
0.71 

USLIFE  Balanced  Fund 

0.87 

Vance,  Sanders  Investors  Fund 

0.75 

Wellington  Fund  

0.56 

B 
A 
0 
B 
A+ 

D 

F 

A+ 

F 

F 

Balanced  Funds  (No-Load) 

Dodge  &  Cox  Balanced  Fund 

11.1% 

6.3 

2.3 

8.9 
15.3 

-0.3% 

0.4 
-2.5 
-2.0 

1.3 

4.8% 

3.3 

8.8 

4.2 

3.2 

$13.7 

132.1 

76.6 

66.4 

151.6 

13.2 
1.4 

22.6 
4.7 

13.0 

none 
none 
none 
none 
none 

$0.74 

Loomis-Sayles  Mutual  Fund  

0.66 

Northeast  Investors  Trust 

0.65 

Scudder  Stevens  &  Clark  Balanced  Fund 
Stein  Roe  &  Farnham  Balanced  Fund  . 

0.74 
0.58 

Not  Bated 

Bond  &  Preferred  Stock  Funds  j 

Fund  for  U.S.  Gov.  Sec  (started  10/69) 1 

Investors  Selective  Fund   

Keystone  Custodian  Funds 
B-l    

18% 
1.3 

-2.8 

-0.4 

2.7 

-15% 

-9.8 
-2.1 
-1.6 

11* 

10.0 

9.5 

10.5 

$101.0 
127.2 

30.8 

25.0 

295.3 

9.9 
36.6 

26.2 
25.6 
24.0 

1.50o/o 
7.00 

4.40 
8.75 
8.75 

$0.97 
0.46 

0  32 

B-2    

0.66 

B-4    1 

0.64 

•   Fund  rated  for  one  period  only;  maximum  allowable  rating  A. 
t  Fund  no  longer  selling  new  shares;  existing  shares  traded 

•  •   Fund  rated  f< 
over-the-counter.            $ 

>r  two  periods 
Sold  only  to 

only;  maximum  allowable  rating  A. 
present  shareholders.            N.A.    Not  . 

ivailable 

-. 
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Fund  Ratings— 1975 


Performance 
Ratings 


In 

UP 

Markets 


In 
DOWN 
Markets 


Dollar  Results 


Latest 
12  Months 


9-Year 

Average 

Annual 

Grdwth 

Rate 


Dividend 
Return 


Total  Assets 

6/30/75     %  Change 

in  1975  vs. 

Millions         1974 


Maximum    Annual 
Sales      Expenses 
Charge     Per $100 


-  -  Standard  &  Poor's  500  Stock  Average 

C  C  FORBES  Stock  Fund  Average 

B  D  FORBES  Balanced  Fund  Average 


10.7% 

13.8o/0 

8.50/0 


0.1% 

-O.50/0 
-0.9% 


4.0% 

3.1% 
5.3% 


Not  Rated         Boncj  &  preferred  Stock  Funds 


Mutual  Trust -1.1% 

National  Securities 

Bond  Fund   0.3 

Preferred  Fund  6.1 

Steadman  Associated  Fund  I      0.0 

United  Bond  -2.0 


-4.00/0 


$17.4 


48.7 


none 


$0.75 


2.2 

9.3 

77.1 

64.4 

8.50O/O 

0.93 

1.8 

7.7 

3.5 

6.1 

8.50 

0.77 

3.6 

8.6 

46.6 

0.0 

none 

1.28 

— 

8.9 

130.8 

22.5 

8.75 

0.35 

Not  Rated 


Exchange  Funds 


Capital  Exchange  Fund  (started  3/66)  7.5% 

Congress  Street  Fund I      4.8 

Depositors  Fund  of  Boston  8.4 

Devonshire  Street  Fund  7.0 

Diversification  Fund  4.0 

Empire  Fund  13.5 

Fourth  Empire  Fund  (started  9/66) 20.2 

Exchange  Fund  of  Boston 9.1 

Exeter  Fund  (started  5/66)  11.4 

Federal  Street  Fund  11.2 

Fiduciary  Exchange  Fund  (started  3/67) 10.3 

Second  Fiduciary  Exchange  Fund  (started  6/67)  ...         9.4 


2.40/0 

1.8 

0.9 

2.5 

0.4 


2.1% 

1.6 

2.5 

3.1 

2.2 

4.7 


$60.9 
27.7 
62.1 
12.8 
62.8 
30.6 


-2.1 
-3.8 
-0.2 
0.0 
-4.4 
23.9 


none 
none 
none 
none 
none 
none 


$0.62 
0.66 
0.64 
0.83 
0.63 
1.36 


2.4 
3.4 


4.0 
2.5 
3.0 
2.5 
2.4 
2.4 


30.3 
52.1 
42.5 
211.5 
43.7 
64.9 


200.0 
0.6 

-1.2 
2.2 

-0.5 

-1.5 


none 
none 
none 
none 
none 
none 


1.44 
0.66 
0.83 
0.54 
0.65 
0.62 


Kind  of 
Shares 


Dual  Purpose  Funds 


Where 
Traded 


Capital  American  Dualvest  Fund  (started  3/67)  68.1% 

Income  American  Dualvest  Fund  (started  3/67) 

Capital  Gemini  Fund  (started  3/67) I    57.3 

Income  Gemini  Fund  (started  3/67) I 

Capital  Hemisphere  Fund  (started  6/67) 2,900.0 

Income  Hemisphere  Fund  (started  6/67) I 

Capital  Income  &  Capital  Shares  (started  3/67) I    25  4 

Income  Income  &  Capital  Shares  (started  3/67) I 

Capital  Leverage  Fund  of  Boston  (started  3/67) 49.0 

Income  Leverage  Fund  of  Boston  (started  3/67) - 

Capital  Pegasus  Income  &  Capital  Fund  (started  4/67)  -33.1 

Income  Pegasus  Income  &  Capital  Fund  (started  4/67)  . 

Capital  Putnam  Duofunds  (started  7/67) I    39.9 

income  Putnam  Duofunds  (started  7/67)  I       - 

Capital  Scudder  Duo-Vest  Exchange  Fund  (started  4/67)  9.5 

Income  Scudder  Duo-Vest  Exchange  Fund  (started  4/67) 

Capital  Scudder  Duo-Vest  Fund  (started  4/67)  17.8 

Income  Scudder  Duo-Vest  Fund  (started  4/67) 


Type  of 
Fund 


Stock 
Stock 
Stock  (C) 
Stock 
Bond 


New  Funds* 


Able  Associates  Fund  (started  11/71) 1.4.4% 

Acorn  Fund  (started  6/70)  24.4 
Advance  Investors  Corp  (started  2/73)  6.5 

Aetna  Fund  (started  4/71)  no 

Aetna  Income  Shares  (started  5/73) 


none 

8.1% 
none 
11.8 
none 

7.4 


none 
9.5 

none 
8.2 

none 
4.2 


none 
7.0 

none 
8.9 

none 
9.4 


none 
1.8% 
2.3 
2.2 
8.7 


Funds  which  started  business  with  assets  of  at  least  S2  million  after  May  26,    1970 


i 


$33.4  14.8 
44.3  26.9 
17.7     7.9 


27.2     10.1 

51.6    17.8 

8.7   -31.5 


$  1.2 
16.4 
55.1 
28.8 
258 


9.1 
27.1 

5.0 
46.9 

2.4 


NYSE  $102 
NYSE  0.97 
NYSE     1.05 


NYSE  0.89 
NYSE  0.76 
0-T-C     2.43 


24.3 

14.1 

0-T-C            0.99 

24.6 

-99 

O-T-C            0.82 

980 

6.6 

NYSE            0.70 

Maximum 

Sales 

Charge 

none 

$3.40 

none 

1.29    1 

none 

1.18 

8.50% 

0.95    1 

8.50 

1.05 

iterion  for  the  fiist  time. 


(C)  Closed  end 
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Forbes 

Fund  Ratings— 1975 


Dollar  Results 


12  Months      Rate 


Return 


r Total  Assets ^ 

6/30/75     %  Change 

in  1975  vs. 

Millions         1974 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 
FORBES  Balanced  Fund  Average 


10.7% 

13.8% 

8.5% 


0.1% 
-0.5% 
-0.9% 


4.0% 
3.1% 

5.3% 


Maximum    Annual 
Sales       Expenses 
Charge     Per  $100 


New  Funds* 


Bond 

Balanced 

Stock 

Bon) 

Bond  (C) 


Balanced  (C) 

Stock  (C) 

Stock 

Balanced  (C) 

Bond 
Bond  (C) 

Bond 

Stock  (C) 

Balanced  (C) 


Stock 

Bond 

Stock 

Balanced  (C) 

Bond(C) 


Alliance  Bond  Fund  (started  9/73) 

Alpha  Investors  (started  7/70)  

American  Birthright  Trust  (started  5/70)  

American  Exp  Gov  Securities  Fund  (started  12/73) . 
American  General  Bond  Fund  (started  10/70) 

American  Gen  Convertible  Securities  (started  6/72)! 

American  Utility  Shares**  (started  8/72) 

Anchor  Spectrum  Fund  (started  12/73) 

Bancroft  Convertible  Fund  (started  4/71) 


1.0% 

3.3 
10.3 

0.8 
-4.0 

12.1 
20.9 
25.4 
12.5 


$46.0 

2.6 

23.0 

8.4 

198.6 


342.3 

0.0 

33.0 

78.7 

-3.0 


55.6 
14.4 
35.6 
39.3 


13.0 
21.0 
12.7 
12.3 


Bond  Fund  of  America  (started  5/74) I  1.8 

Bunker  Hill  Income  Securities  (started  10/73)  . .  0.9 
Calif.  Fund  for  Inves.  in  U.S.  Gov.  Sec.  (started  5/73) 

Cambridge  Fund  (started  1/69)  25.3 

Castle  Convertible  Fund  (started  11/71) |  9.8 


40.8 

40.1 

6.3 

3.1 

18.5 


848.8 
1.0 

103.2 
24.0 
10.1 


Challenger  Investment  Fund  (started  7/71) 

Knotting  Bond  Fund  (started  10/71) 

Channing  Venture  Fund  (started  10/70) 

Chase  Convertible  Fund  of  Boston  (started  2/72) 
Circle  Income  Shares  (started  6/73) 


32.5 
0.9 

47.2 
6.3 
8.1 


8.8 
68.5 

7.8 
54.1 
15.6 


104.7 

47.3 

50.0 

6.9 

9.9 


none 

none 

9.00O/O 

1.75 

none 


none 
none 
8.75 
none 


8.50 
none 
none 
none 
none 


8.50 
8.50 
8.50 
none 
none 


$0.73 
1.50 
1.12 
0.95 
0.61 


1.11 
1.06 
0.94 
1.42 


0.97 
0.96 
1.47 
N.A. 
N.A. 


1.50 
0.81 
1.02 
1.28 
0.73 


Bund  (C)  CNA  Income  Shares  (started  5/73) 

Stock  (C)  CNA  Larwin  Investment  (started  1/73) 

Balanced  Colonial  Convertible  &  Senior  Sec.  (started  10/71) ] 

Bond  (O  Current  Income  Shares  (started  4/73) 

Bond  Delchester  Bond  Fund  (started  8/70) 


Balanced 
Stock 

Bond(C) 

Bond(C) 

Bond 


Stock 
Bond 
Bond 
Stock 
Stock 


Stock 

Stock 

Bond 

Bond(C) 

Bond(C) 


Bond(C) 

Stock  (C) 

Bond 

Stock 

Bond 


-0.5 

3.8 

0.0 

-3.5 


9.2 

none 
7.2 
8.3 
9.0 


59.4 
9.0 
36.6 
43.8 
14.0 


0.0 

-47.1 

4.0 

0.0 

18.6 


Bond  (C)  Drexel  Bond-Debenture  Trading  Fund  (started  9/71)  I 

Stuck  <C>  Drexel  Utility  Shares  (started  4/72)  I    27.8 

Balanced  The  Dreyfus  Special  Income  FJhd  (started  10/71)   I 

Stock  The  Dreyfus  Third  Century  Fund  (started  3/72)  ...  I 

Stock  Eagle  Growth  Shares  (started  10/71) I    34.1 


8.0 
6.5 
7.8 
1.3 
2.1 


43.2 
10.3 
51.0 
20.1 
3.0 


1.7 
27.2 

8.1 
24.8 
50.0 


Lionel  D  Edie  Capital  Fund  (started  10/73) 


7.4 


Evergreen  Fund  (started  10/71)  49.7 

Excelsior  Income  Shares  (started  5/73) 

Federated  Income  &  Private  Place  Fd  (started  3/72)      -3.5 

Fidelity  Bond-Debenture  (started  8/71)  | 


4.4 
none 

8.7 
10.4 

7.8 


210.6 

3.7 

44.9 

37.5 

50.3 


3.2 
19.4 

1.8 
-1.3 

3.3 


Balanced  Fidelity  Convertible  &  Senior  Sec  Fd  (started  1/72) 

Stock  Fidelity  Destiny  (started  7/70)  41.4 

Bond  First  Investors  Fund  for  Income  (started  1/71)  -7.3 

Bond  (C)  Fort  Dearborn  Income  Securities  (started  12/72)  . .  I 

Bond  Franklin  Life  Bond  Fund  (started  12/71) I 


6.1 
1.4 
10.5 
9.1 
7.2 


12.7 

34.2 

76.5 

100.3 

2.9 


8.6 

90.0 

162.0 

1.7 

7.4 


Franklin  Life  Equity  Fund  (started  12/71)  . 
Franklin  U.S.  Government  (started  6/70) 
Fund  for  Federal  Securities  (started  11/73) 
Fundamerica  of  Japan  (started  4/73)  . 
The  Fundpack  (started  10/70)  


3.0 
1.6 
0.7 
6.1 
22.7 


none 
6.4 
7.7 
1.1 

none 


4.1 
15.5 

5.6 
30.8 

2.9 


10.8 

16.5 

33.3 

3.7 

163.6 


Guardian  Park  Avenue  Fund  (started  6/72) 

Hamilton  Income  Fund  (started  12/70)  

John  Hancock  Bond  Fund  (started  11/73)  

John  Hancock  Income  Securities  (started  2/73) 
John  Hancock  Investors  (started  1/71) 


20.7 
30.8 
2.8 
-0.5 
-3.1 


3.4 
4.3 
8.9 
9.3 
9.2 


3.2 

47.1 

33.8 

143.4 

117.1 


113.3 

40.6 

213.0 

0.8 

-1.9 


Hatteras  Income  Securities  (started  4/73) I 

Highland  Capital  Corp  (started  9/69) 1    11.2 

IDS  Bond  Fund  (started  10/74)  ....  I 

IDS  Growth  Fund  (started  3/72)  I    15.7 

Imperial  Income  Fund  (started  3/73)  -0.7 


none 
none 
8.50 
none 
8.50 


none 
none 
none 
8.75 
8.50 


6.50 
none 
none 
none 
8.50 


t 
8.98 
8.75 
none 
8.50 


8.50 
8.75 
1.75 
6.50 
1.50 


8.50 
8.50 
8.00 
none 
none 


0.94 
1.75 
1.00 
0.80 
0.98 


1.24 
1.70 
1.02 
1.50 
1.40 


0.80 
2.24 
0.95 
1.55 
0.80 


1.40 
0.90 
1.10 
0.77 
1.61 


1.62 
1.00 
1.36 
1.10 
1.20 


1.02 
0.96 
1.17 
0.70 
0.67 


9.0 

46.0 

3.8 

none 

0.75 

none 

6.6 

11.9 

none 

7.36 

5.5 

19.4 

— 

3.50 

N.A. 

0.4 

44.2 

114.6 

none 

0.72 

8.0 

3.8 

35.7 

8.50 

0.86 

Funds  which  started  business  with  assets  of  at  least  $2  million  after  May  26,   1970  or  have  met  the  $2  million  criterion  for  the  first  time 
Formerly  Bayrock  Utility  Securities.  t  Fund   no   longer  selling   new  shares;   existing  shares  traded  over-the  counter. 

(C)    Closed-end.  N.A.   Not  available. 
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Forbes 

Fund  Ratings— 1975 


Type  of 
Fund 


Dollar  Results 


Latest 
12  Months 


9-Year 
Average 

Annual 
Growth  Dividend 
Rate        Return 


t — —Total  Assets > 

6/30/75     %  Change 

in  1975  vs. 

Millions         1974 


Maximum   Annual 
Sales      Expenses 
Charge     Per $100 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 
FORBES  Balanced  Fund  Average 


10.7% 

13.8% 

8.5% 


0.1% 
-0.5% 
-O.90/0 


4.0% 
31% 
5.3% 


New  Funds* 


Bond  (C)  INA  Investment  Securities  (started  1/73)  

Balanced  Income  Fund  of  America  (started  2/71) 18.2 

Bond  (C)  Independence  Square  Income  Sec.  (started  2/72)  -6.4 

Stock  Inverness  Growth  Fund  I  19.0 

Stock  JP  Growth  Fund  (started  10/70) I  16.4 

Bond  Kemper  Income  &  Capital  Preserv  Fd  (started  4/74)  2.2 

Stock  (C)  Keystone  0TC  Fund  (started  7/72)  32.2 

Bond  Lexington  Income  Fund  (started  10/73)  -1.4 

Bond  (C)  Lincoln  National  Direct  Placemt  Fd  (started  11/72)  -3.5 

Bond  Lord  Abbett  Bond  Debenture  fund  (started  3/71)  10.4 

Stock  Mass  Capital  Development  Fund  (started  10/70)  .  19.4 

Bond  Massachusetts  Financial  Bond  Fund  (started  5/74)  7.1 

Stock  Mass  Financial  Development  Fund  (started  10/71)  21.3 

Bond  Massachusetts  Fund  for  Income  (started  12/73)  .  -1.9 

Balanced  Mass  Income  Development  Fund  (started  10/70)  11.2 

Balanced  (C)  MassMutual  Corporate  Investors  (started  8/71)  .  —12.8 

Bond  (C)  MassMutual  Income  Investors  (started  1/73) 2.8 

Bond  (C)  Montgomery  Street  Income  Sec  (started  1/73)  1.5 

Bond  Monthly  Income  Shares  (started  3/74)  2.1 

Stock  M0NY  Fund  (started  7/70)  17.5 

Stock  Mutual  Benefit  Fund  (started  1/71) 13.8 

Bond  Mutual  of  Omaha  America  Fund  (started  10/73)  1.7 

Bond  (C)  Mutual  of  Omaha  Interest  Shares  (started  1/72)  -3.5 

Bond  NEL  Income  Fund  (started  11/73) -1.5 

Stock  (C)  New  America  Fund  (started  9/68) 18.1 

Stock  New  England  Life  Side  Fund  (started  6/70)  5.9 

Stock  New  Perspective  Fund  (started  5/73)  22.9 

Stock  North  Star  Fund  (started  8/71)  I  22.6 

Balanced  Oppenheimer  Income  Fund  (started  5/72) 4.0 

Stock  Oppenheimer  Special  Fund  (started  1/73)  67.7 

Stock  Oppenheimer  Time  Fund  (started  10/71) 23.8 

Bond  (C)  Pacific  American  Income  Shares  (started  3/73)  ...  I  2.0 

Stock  Pacific  Mutual  Fund  (started  9/71)  10.1 

Stock  (C)  Peachtree  Equity  Securities  (started  7/73)  22.1 

Stock  Phoenix  Capital  Fund  (started  2/72)  15.2 

Balanced  Phoenix  Fund  (started  9/70)   3.6 

Stock  Pilgrim  Formula  Shares  (started  12/73)  26.2 

Bond  PRO  Income  Fund  (started  7/74)  

Stock  Putnam  Convertible  Fund  (started  6/72)  9.4 

Stock  Quasar  Associates  (started  2/69)  39.6 

Stock  Redmond  Growth  Fund  (started  7/71)  I  12.6 

Balanced  (C)  RET  Income  Fund  (started  6/72)  -25.6 

Balanced  (C)  Paul  Revere  Investors  (started  9/71)  -4.4 

Bond  Rowe  Price  New  Income  Fund  (started  10/73)  1.9 

Balanced  (C)  S-G  Securities  (started  6/73)  -23.7 

Bond  (C)  St.  Paul  Securities  (started  9/72) f  0  4 

Stock  Scudder  Development  Fund  (started  2/71)  1  20.9 

Bond  Security  Bond  Fund  (started  12/70)  I  0.8 

Stock  Selected  Opportunity  Fund  (started  8/70)  

Stock  Sentinel  Trustees  Fund  (started  1/71)  I  8.3 


80.1 
43.9 
29.5 
5.1 
10.1 


2.0 
26.2 
-6.1 
27.5 
32.9 


none 

8.50% 

none 

none 

8.00 


$1.16 
1.05 
1.07 
1.52 
0.43 


8.5 


9.3 
8.6 


41.0 

13.1 

8.0 

45.8 

134.2 


583.3 

31.0 

321.1 

-3.6 

34.2 


6.00 
none 
8.50 
none 
8.50 


0.74 
1.22 
0.98 
1.56 
0.87 


2.0 
8.3 
2.7 
8.4 
7.1 


14.5 
18.8 

141.3 
15.1 

224.1 


25.0 

1,988.9 

13.5 

122.1 

11.7 


7.25 
7.25 
7.25 
8.75 
7.25 


1.10 
1.03 
0.83 
1.00 
0.74 


8.7 
8.6 
9.1 
8.7 
1.4 


73.7 

126.7 

170.4 

9.0 

15.2 


-12.9 
2.9 
1.5 

275.0 
19.7 


none 
none 
none 
8.50 
8.50 


1.21 
1.00 
0.64 
1.14 
1.00 


2.2 
6.2 
9.1 
8.5 
3.6 


12.5 
3.9 
80.0 
18.8 
22.2 


380.8 
56.0 

-2.3 
39.3 
19.4 


1.6 
3.5 
3.5 
8.1 
0.9 


41.6 

187.6 

2.7 

19.2 

2.1 


35.1 
16.8 
17.4 
82.9 
110.0 


8.50 
1.50 
none 
8.00 
none 


8.00 
8.50 
none 
8.50 
6.00 


1.52 
1.29 
0.79 
0.84 
1.92 


0.84 
1.01 
1.00 
1.13 
1.44 


0.4 
8.1 
1.5 
3.3 
5.0 


55.9 
79.5 

4.1 
14.7 

7.7 


44.4 

2.1 

28.1 

-1.3 

30.5 


7.2 
2.2 
7.5 
5.9 
none 


8.3 
6.1 
3.1 
21.3 
2.3 


25.8 
24.5 

7.0 
35.3 


1.9 

none 

7.4 

8.4 

none 

8.6 

none 

11.2 

0.2 

2.2 


2.8 
32.2 
41.3 
90.0 
14.4 


0.0 
-5.6 
-4.4 
195.1 
-4.0 


108.9 

19.6 

4.2 

5.7 

13.8 


-0.2 

-3.5 

75.0 

32.6 

46.8 


8.50 
none 
8.00 
none 
8.50 


8.50 
8.50 
none 
8.50 
none 


none 
none 
none 
none 
none 


none 
none 
2.75 
none 
8.00 


0.73 
0.81 
1.00 
1.20 
1.20 


1.00 
1.20 
1.50 
1.12 
1.04 


1.00 
0.99 
1.23 
0.91 
1.49 


0.86 
1.41 
1.00 
1.03 
0.77 


*  Funds  which  started  business  with  assets  of  at  least  $2  million  after  May  26,  1970  or  have  met  the  $2  million  criterion  for  the  first  time 
(C)  Closed-end. 
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FORBES,    AUGUST    15, 


rORBES 

:und  Ratings — 1975 


Dollar  Results 


\nnual 
Crowth  Dividend 
12  Months      Rate        Return 


i Total  Assets < 

6/30/75     %  Change 

in  1975  vs. 

Millions         1974 


Maximum    Annual 
Sales       Expenses 
Charge     Per  $100 


Standard  &  Poor's  500  Stock  Average  10.7%       0.1%        4.0% 

FORBES  Stock  Fund  Average  13.8%     -0.5%        3.1% 

FORBES  Balanced  Fund  Average  8.5%     -0.9%        5.3% 


Stock 

Balanced 

Stock 

Bond 

Bond(C) 


Stock 
Bond(C) 

Stock 
Balanced 

Stock 


Bond  (C) 

Stock 

Bond 

Bond  (C) 

Balanced 


Bond 
Stock 
Stock 
Stock 


New  Funds* 


Sequoia  Fund  (started  7/70)  34.0% 

Shearson  Income  Fund  (started  9/71)  6.1 

Shearson  Investors  Fund  (started  3/71) 1      0.5 

Sigma  Income  Shares  (started  11/74)  § 

State  Mutual  Securities  (started  2/73)  -5.0 

Sun  Growth  Fund  (started  8/71)  I  12.0 

Transamerica  Income  Shares  (started  11/72) p 

United  Contl  Growth  Fund  (started  6/70)  I  11.2 

United  Contl  Income  Fund  (started  6/70) I 

United  Services  Fund  (started  6/70)  -5.3 

USLIFE  Income  Fund  (started  12/72) 0.2 

Value  Line  Leveraged  Growth  Invest  (started  2/72)  42.5 

Vance,  Sanders  Income  Fund  (started  6/73) 0.5 

Vestaur  Securities  (started  12/72)  -0.2 

Wellesley  Income  Fund  (started  7/70)  I     4.8 

Westminster  Bond  Fund  (started  7/73) 0.2 

Willow  Fund  (started  10/70)  I  23.3 

Ziegler  Fund  (started  9/70)  I  14.8 

Ziegler  Select  Fund  (started  9/70)  I  12.6 


$11.4 
9.8 
8.2 
3.8 

91.3 


29.6 
-5.8 
-6.8 

-4.0 


10.3 

none 

7.7 

8.4 

7.7 


45.4 
4.1 
4.5 

69.8 
124.1 


3.7 

70.8 

50.0 

2.2 

5.9 


8.1 
2.6 
3.7 
4.0 


33.9 

11.1 

6.3 

4.5 


27.0 
15.6 
18.9 
21.6 


none 

8.50% 

8.50 

8.50 

none 


none 
8.50 
8.50 
none 
8.50 


8.50 
none 
8.50 
7.00 


$1.50 
1.11 
1.37 
N.A. 
1.01 


1.4 

3.9 

56.0 

8.50 

1.52 

8.4 

114.7 

5.2 

none 

0.71 

1.7 

68.6 

14.5 

8.75 

1.05 

6.0 

86.9 

0.7 

8.75 

0.94 

none 

5.4 

575.0 

none 

N.A. 

2.80 
1.54 
1.31 
1.00 
0.77 


1.06 
1.08 
1.39 
1.00 


Not  Rated         Money  Market  Funds** 


American  General  Reserve  Fund  (started  7/74)                                                            $  5.3  none  N.A. 

American  Money  Instruments  (started  10/74)  -  -  -                11.6  -  none  N.A. 

Anchor  Daily  Income  Fund  (started  10/74)  §  -                                            30.5  -  none  $0.50 

Anchor  Reserve  Fund  (started  3/72)  -0.5%  -  -                19.5  26.6  8.75%  0.76 

J  P  Cabot  Short-Term  Fund  (started  7/74)  -                                              5.3  -  none  1.00 

Capital  Liquidity  (started  8/74)  -  -  -                 2.6  -  none  1.50 

Capital  Preservation  (started  10/72)  -0.8  -  -                49.6  1,081.0  none  1.08 

CG  Money  Market  Fund  (started  1/75)  -  -  -                 4.4  -  7.50  N.A. 

Columbia  Daily  Income  Company  (started  11/74)  .  -                                              28.7  -  none  N.A. 

Current  Interest  (started  6/74)   ||  0.0  -  -                13.2  2,540.0  none  1.50 

Daily  Income  Fund  (started  7/74)  I  -  -  -                36.5  -  none  1.00 

Dreyfus  Liquid  Assets  (started  1/74)  |  0.1  -  -              921.1  529.6  none  0.82 

Dreyfus  Money  Market  Instruments  (started  4/75)  -                                                3.2  -  none  N.A. 

Eaton  &  Howard  Cash  Management  (started  1/75)  -                                                5.7  none  N.A. 

Lionel  D  Edie  Ready  Assets  Trust  (started  2/75)  -  -  -              115.4  -  0.80  N.A. 

Fidelity  Daily  Income  Trust  (started  5/74)  . . .  ...I  0.0  -                             756.1  13,164.9  none  0.49 

Fidelity  Thrift  Trust  (started  5/75)  -  -  -                 6.2  -  none  N.A. 

First  Multifund  for  Income  (started  8/74) -  -  -                 2.6  -  none  N.A. 

Holding  Trust  (started  6/74)  I  0.0  -  -                  2.3  2,200.0  none  0.82 

Kemper  Money  Market  Fund  (started  11/74) I  -  -               37.0  -  none  N.A. 

Liquid  Capital  Income  (started  11/74)  £  -                                              46.1  -  none  1.00 

Midwest  Income  Investment  Co.  (started  12/74)  -  -  -                10.0  -  none  0.82 

Money  Market  Management  (started  1/74) I  0.0  -  -              370.7  600.8  none  1.00 

Oppenheimer  Monetary  Bridge  (started  4/74)  ....  J  0.1  -                               85.0  1,708.5  none  0.82 

Reserve  Fund  (started  11/71)  §f  0.0  -  -              477.6  100.2  none  0.81 

Scudder  Managed  Reserves  (started  8/74)  I  -  -              346.4  -  none  0.77 

STCM  Corporation  (started  7/74)  1  -  -  -                 3.7  -  none  1.40 

White  Weld  Money  Market  Fund  (started  12/74)    |                                                    122.4  -  none  0.60 

•  Funds  which  started  business  with  assets  of  at  least  $2  million  after  May  26,   1970  or  have  met  the  $2  million  criterion  for  the  first  time. 

Funds   specializing   in   highly   liquid,    short-term    investments.   Yields  vary   daily.           N.A.   Not  available.  (C)  Closed-end. 
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Budgets  were  cut.  Publishers  were  hit  hard  with  advertising  pages 
down.  But  not  Forbes. 

And  for  good  reason.  In  tough,  competitive  times  advertising 
dollars  must  work  harder  than  ever.  And  work  they  do  in  FORBES. 
FORBES'  readers  are  concentrated  among  the  decision-making  top  of 
top  management.  More  so  than  any  of  the  other  magazines  listed  below. 

So  is  it  any  wonder  that  FORBES  is  the  only  major  business  or 
news  magazine  to  show  a  gain  in  total  advertising  pages  for  the  first 
six  months  in  1975: 


Forbes 

+    7 

Fortune 

-108 

Business  Week 

-128 

U.S.  News 

-183 

Time 

-261 

Newsweek 

-292 

Reach  the  men  who  make  things  happen.  In  Forbes.  Where 
your  advertising  dollars  work  harder. 

FORBES:  CAPITALIST  TOOL 


m 


►       i 


The  Forbes  Index 


MAY 

JUNE  125.1 

JULY  126.0 

AUG 126.1 

SEPT 124.4 

OCT 122.7 

NOV 119.2 

DEC 115.7 

JAN 113.6 


64     1965       1966       1967       1968       1969       1970       1971       1972 


FEB 

MAR 

APR 

MAY 

JUNE  (Prel.) 


112.7 
.110.2 
109.9 
1104 
110.9 


Composed  of  the  following: 

Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Bureau  of  Census  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Bureau  of 


Census  privately  owned  housing  starts) 

Consumption 

•  How  much  are  people  spending?  (Bureau  of 
The  Census  retail  store  sales) 

•  To  what  extent  are  consumers  going  into  debt? 
(Federal  Reserve  net  change  in  consumer  in- 
stallment debt) 

•  How  costly  are  services?  (U.  S.  Dept.  of  Labor 


service  price  index  related  to  the  consumer 
price  index) 

Income 

How  much  are  workers  earning?  (Dept.    of 

Commerce  personal  income,  wage  and  salary 

disbursements) 

How  many  people  have  been  laid  off?  (U.S. 

Dept.  of  Labor  initial  unemployment  claims) 


Market  Comment 


Forecast:  A  Recovery 
For  Labor  Day 

By  L.  0.c  Hooper 


Unless  there  is  something  highly  un- 
usual in  the  current  situation  that  I 
don't  recognize,  I  think  we  can  as- 
sume that  we  are  experiencing  an  in- 
termediate contratrend  movement  in 
a  newly  established  bull  market. 
These  intermediate  reactions,  always 
larger  than  a  mere  technical  adjust- 
ment, traditionally  are  part  and  parcel 
of  broader  major  price  movements  in 
the  stock  market.  They  almost  always 
involve  canceling  out  at  least  a  third 
of  the  first  wave  of  any  initial  reversal 
advance,  and  sometimes  wipe  out  as 
much  as  half  of  the  immediately  pre- 
ceding bulge. 

In  view  of  the  most  unusual  ad- 
vance from  the  October  or  December 
lows  (where  the  bottoms  were  ap- 
proximately the  same)  to  the  May  or 
June  highs,  a  considerable  correction 
is  logical  and  not  surprising.  Assum- 
ing that  half  of  the  rise  is  retraced, 
something  like  750  or  a  little  lower 
in  the  DJI  would  be  about  right.  I 

Mr.  Hooper  is  vice  president  of  the  NYSE  firm  of 
Thomson    &    McKinnon    Auchincloss    Kohlmeyer     Inc. 


am  more  inclined,  however,  to  look 
for  a  low,  probably  this  month,  at  a 
little  under  800,  or  a  setback  of  about 
one-third  of  the  first-half  rise.  As  this 
is  written,  my  expectation  is  that  a 
stock  price  recovery  will  get  under 
way  just  before  or  just  after  Labor 
Day.  I  would  not  worry  about  a  re- 
versal of  the  main  trend  unless  the 
popular  market  index  should  get 
down  into  the  725-750  area. 

Perhaps  this  is  a  brave  opinion, 
and,  of  course,  it  is  nothing  but  an 
opinion.  However,  readers  are  entitled 
to  know  just  how  I  feel  when  I  have 
a  definite  conviction.  I  think  the  mar- 
ket is  entitled  to  this  setback,  even 
though  it  came  a  little  earlier  and 
went  a  little  lower  than  I  had  expect- 
ed. I  thought  the  initial  rise  would 
master  the  900  area.  When  it  did  not 
and  the  list  slipped  down  through  the 
830-887  trading  band,  I  became  re- 
signed to  a  full-scale  intermediate  re- 
action in  the  bull  market. 

The  news  has  little  to  do  with  mar- 
ket behavior  of  this  type.  Indeed,  it 


seems  to  me  that  the  market  often 
makes  the  news  rather  than  the  news 
making  the  market.  On  the  whole, 
second-quarter  earnings  were  no 
worse  than  expected,  and  in  some 
cases  profits  actually  were  a  little 
above  anticipations.  The  results  for 
the  third  quarter  won't  be  too  good 
either,  but  they  won't  be  much  worse. 

Business  is  already  improving  a  lit- 
tle, and  indications  of  improvement 
will  be  much  more  definite  by  mid- 
September.  Short-term  interest  rates 
won't  go  much  higher.  The  rate  of 
inflation  may  rise  a  notch  because  of 
higher  petroleum  costs.  But  we  are 
not  going  back  to  a  12%  prime  rate 
or  double-digit  inflation.  The  fourth 
quarter  should  be  better  all  around. 

Big  crops  are  not  bearish,  and  we 
should  be  glad  that  we  can  export 
more  grain  to  pay  for  our  petroleum 
imports.  As  business  recovers,  profit 
margins  will  rise  faster  than  expected, 
because  industry  has  gone  a  long  way 
to  cut  overhead  and  eliminate  waste. 
Even  labor  productivity  will  rise,  al- 
though the  unemployment  figures  still 
will  look  worrisome.  The  one  thing 
that  could  upset  sentiment  perhaps 
more  than  anything  else  would  be  a 
complete  failure  to  patch  up  the  New 
York  City  fiscal  crisis. 

The  one  big  industry  which  looks 
decidedly  better  is  the  automobile 
business.  General  Motors,  Ford, 
American  Motors  and  even  Chrysler 
now  have  the  cars  and  the  low  costs 
essential     for     effective     competition 
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This  announcement  constitutes  neither  an  offer  to  sell  nor  a  solicitation 
of  an  offer  to  buy  these  securities.  The  offering  is  made  only  by  the  Pro- 
spectus, copies  of  which  may  be  obtained  in  any  State  from  such  of  the 
undersigned  and  others  as  may  lawfully  offer  these  securities  in  such  State. 


New  Issue 


$100,000,000 


Armco  Steel  Corporation 

9.20%  Debentures  Due  2000 


Price  100% 

(Plus  Accrued  Interest) 


Smith,  Barney  &  Co. 

Incorporated 

Dillon,  Read  &  Co.  Inc. 

Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

Blyth  Eastman  Dillon  &  Co. 

Incorporated 


Goldman,  Sachs  &  Co. 

The  First  Boston  Corporation 
Salomon  Brothers 


Drexel  Burnham  &  Co. 

Incorporated 


Halsey,  Stuart  &  Co.  Inc. 

Affiliate  of  Bache  &  Co.  Incorporated 


Hornblower  &  Weeks-Hemphill,  Noyes 

Incorporated 


E.  F.  Hutton  &  Company  Inc.     Kidder,  Peabody  &  Co.     Kuhn,  Loeb  &  Co. 

Incorporated 


Lazard  Freres  &  Co. 


Lehman  Brothers 

Incorporated 


Paine,  Webber,  Jackson  &  Curtis 

Incorporated 


Wertheim  &  Co.,  Inc. 

July  23,  1975 


White,  Weld  &  Co. 

Incorporated 


Loeb,  Rhoades  &  Co. 

Reynolds  Securities  Inc. 

Dean  Witter  &  Co. 

Incorporated 


"Savor  it  in  sips... 

it  provides  brighteners 

for  many  a  day." 

R.  H.  Herzog 
President,  3M  Company 


Fact  &  Comment  by  Malcolm  S.  Forbes. 

295  pages  in  a  handsomely  bound  hardcover  edition.  Send  check 

for  $7.95  to  Forbes  Inc.,  60  Fifth  Avenue,  New  York,  N.Y.  1001 1 

(New  York  State  residents,  add  4%-8%  for  sales  tax;  New  York  City,  8%) 


against  imports  from  Germany,  Jap  a: 
Italy  and  Britain;  and  the  America 
public  is  demanding  smaller  cars  wit 
lower  gas  consumption  and  is  willi 
to  pay  the  price  of  comfort  and  qua! 
ty.  In  a  broad  way,  the  challenge  t{ 
the  motor  industry  is  to  fill  the  hig' 
ways  and  streets  of  America  with  a 
entirely  new  type  of  automobile.  Th 
investment  public  is  just  beginning  t< 
realize  that.  Incidentally,  don't  los 
sight  of  the  fact  that  even  in  th 
June  quarter  General  Motors  (50 
earned  more  than  in  the  same  quarte 
a  year  ago. 

Opportunities  In  Energy  Shares 

There  is  a  factor  of  greater  signifiP 
cance    than    the    stock    market    ha 
been  reflecting:  Both  the  Governmen 
and  the  public  are  beginning  to  realia| 
that  there  is  a  real  energy  crisis  whic 
can   be   alleviated   and   met   only   b 
increasing  the  domestic  supply  of  coa 
oil  and  nuclear  power.  Don't  get  dis 
couraged  about  stocks  that  represen 
companies  which  can  and  must  con 
tribute  to  the  meeting  of  the  energi 
crisis.    The    setback   in    the   price   c 
Joy    Manufacturing    (recently    dow; 
around  75  from  a  high  of  90)  simp] 
provides  a  better  opportunity  to  bu 
an    obvious    stock.    The    deflated    o 
shares  look  better  as  the  public   be 
gins  to  realize  that  this  industry  mu 
have  higher  profits  if  it  is  to  have  th 
capital  to  increase  production. 

My  recent  estimate  of  the  earnin 
of  Industrial  Fuels  (15)  apparentl 
was  too  low.  Profits  for  the  year  t 
end  with  August  should  be  betweei 

$6.25  and  $7  a  share The  lates 

estimate  is  that  Gearhart-Owen  (33) 
which  is  sort  of  a  junior  Schlumber 
ger,  will  earn  $4.25  a  share  this  yeai 
.  .  .  Marathon  Oil  (48)  is  added  t] 
the  list  of  stocks  of  domestic  oil  pre 
ducers  I  like.  ...  I  doubt  very  muc! 
if  U.S.  Steel  (59)  will  be  obtainabl 
at  any  worthwhile  concessions  froB 
current  prices,  even  though  there  wil 
be  little  recovery  in  profits  in  the  thin 
quarter.  .  .  . 

I  don't  think  there  is  any  him 
about  buying  Burlington  Nortlur 
(32),  even  though  this  stock  is  (low 
sharply  from  where  it  was  when 
first  suggested  it.  .  .  .  The  recent 
nual  report  of  Fleetwood  Enter  pr 
(13)  impresses  me  because  of 
company's  strong  balance  sheet 
freedom  from  debt.  Earnings  <>l  t 
mobile-home  company  are  showing 
impressive  recovery.  ...  I  simply  ca 
be  enthusiastic  about  Xerox  (61)  I 
cause  of  the  unfavorable  trend 
earnings  and  the  still  high  I'/ 1 
of  the  stock. 

Due  to  a  vacation  and  its  all 
math,  my  column  wall  not  appeal 
the  Sept.  1  or  Sept.  15  issues.   ■ 
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/alue  Line  Looks  At  Stocks  Under  $5: 

Which  of  these  LOW-PRICED  STOCKS 
nay  become  HIGHER  PRICED  STOCKS? 


ivestors  aiming  for  big  percentage  gains 
iften  prefer  low-priced  stocks  —  assum- 
ig  it's  easier  for,  say,  a  $5  stock  to  go  to 
;10  than  for  a  $50  stock  to  go  to  $100. 
here  is  some  evidence  to  support  this. 
or  instance,  of  the  1600  stocks  presently 
overed  by  Value  Line,  61  sold  below  $5  in 
970.  The  subsequent  gains  of  these  61 
tocks  —  from  their  1970  lows  to  their 
971-73  highs  —  averaged  over  300%. 
oday,  many  more  stocks  are  under  $5 
nan  in  1970.  That's  not  surprising,  since 
ie  Value  Line  Composite  Average  of  1600 
tocks  which  is  the  latest  index  of  the  per- 
jrmance  of  the  typical  stock,  is  still  well 
ielow  its  1970  low.  Indeed  the  Average, 
ven  after  its  sizable  1975  advances,  is  still 
early  30%  below  its  original  starting  point 
4  years  ago. 

87  STOCKS  UNDER  $5 

ie  Value  Line  Investment  Survey  (May 
))  shows  187  stocks  priced  below  $5. 
lat's  about  12%  of  all  1600  stocks  under 
jgular  review.  Some  fairly  prominent 
ames  are  in  this  group, 
these  stocks  were  to  recapture  their 
revious  highs,  many  would  shoot  up 
30%  to  1000%  or  more.  But  that  is  a  huge 
'.  It  could  be  a  terrible  mistake,  we  think, 
»  jump  into  any  of  these  stocks  on  the 
asis  of  price  alone. 

owever,  a  minority  of  these  low-priced 
ocks  —  less  than  25%  —  are  currently 
inked  favorably  by  Value  Line  for  price 
erformance  and  may  be  worth  looking  in- 
i.  But  first  let  us  show  you  how  the  rank- 
g  system  works. 

RICE  PERFORMANCE  RANKS 

/ery  week,  Value  Line  ranks  1600  stocks 
each   relative  to   all   the   rest   —  for 

-obable  Market  Performance  in  the  Next 

?  Months,  as  follows: 
100  stocks  ranked  1  (Highest) 
300  stocks  ranked  2  (Above  Average) 
800  stocks  ranked  3  (Average) 
300  stocks  ranked  4  (Below  Average) 
100  stocks  ranked  5  (Lowest) 

he  ranking  system  is  designed  to 
leasure  probabilities.  We  expect  higher- 
inked  stocks  to  go  up  more  in  a  rising 
arket  —  or  down  less  if  the  market  sinks 
■  than  lower-ranked  stocks. 

f  course  no  system  can  guarantee  profits 
eliminate  possible  losses.  Not  every 
ock  will  always  perform  exactly  in  accor- 
ance  with  its  rank.  But  such  a  large  ma- 
rity  have  over  the  past  10  years  that  we 
Blieve  these  ranks  can  help  to  sharply  im- 
rove  your  overall  results. 

OW-PRICED  "COMERS" 

low  let's  get  back  to  those  low-priced 
tocks.  Of  187  stocks  under  $5,  The  Value 
ine  Investment  Survey  (May  30)  ranks  44 
J  them  favorably  —  1  (Highest)  or  2 
\bove  Average)  —  for  next-12-months 
rice  Performance. 


These  44  favorably  ranked  stocks  (35 
NYSE,  6  ASE  and  3  NASD)  in  Value  Line's 
judgment  currently  offer  the  greatest  likeli- 
hood among  stocks  under  $5  of  becom- 
ing substantially  higher-priced  in  the  12 
months  directly  ahead. 

As  you  might  expect,  most  of  these  stocks 
have  seen  much  better  days.  Their  respec- 
tive highs  of  the  past  average  about  $37  a 
share,  while  their  current  prices  average 
less  than  $3.70  a  share. 

WHAT  ABOUT  SAFETY? 

If  you're  looking  for  superior  safety  in  your 
investments,  forget  about  these  low-priced 
stocks.  They  aren't  for  you.  Here's  why: 
Value  Line  continually  ranks  each  of  1600 
stocks  (from  1  down  to  5)  for  relative  Safe- 
ty. This  rank  primarily  reflects  the  degree 
to  which  a  stock  typically  fluctuates  around 
its  own  long-term  price  trend.  The  greater 
the  stability,  the  higher  the  Safety  rank. 
Of  the  44  stocks  cited  above,  all  but  one 
are  ranked  either  4  (Below  Average)  or  5 
(Lowest)  for  Safety.  That  means  they 
generally  move  further  and  faster  —  in 
either  direction  —  than  their  "safer" 
counterparts. 

UPDATED  EVERY  WEEK 

Whatever  you're  looking  for  in  stocks,  we 
believe  Value  Line  gives  you  more  effec- 
tive guidance  on  more  stocks,  continually 
updated,  than  any  other  source. 

Every  week  —  for  EACH  of  1600  stocks  — 
The  Value  Line  Investment  Survey  in  its 
Summary  of  Advices  and  Index  presents 
thejup-to-date . . . 

a)  Rank  for  Probable  Price  Performance 
in  the  Next  12  Months  —  ranging  from 
1  (Highest)  down  to  5  (Lowest). 

b)  Rank  for  Safety  (from  1  down  to  5). 

c)  Estimated  Yield  in  the  Next  12  Months 
—  with  a  "blackball"  next  to  each  stock 
about  whose  present  dividend  rate 
there  is  some  doubt. 

d)  Estimated  Appreciation  Potentiality  in 
the  Next  3  to  5  Years  —  showing  the 
percentage  price  change  indicated. 

e)  Current  price  and  P/E,  plus  estimated 


annual  earnings  and  dividends  in  cur- 
rent 12  months.  Also  the  Beta, 
f)  Very  latest  available  quarterly  earnings 
results   and   dividends,   together   with 
year-earlier  comparisons. 
In  addition,  each  of  the  1600  stocks  is  the 
subject  of  a  comprehensive  new  full-page 
Rating  &  Report  at  least  once  every  three 
months  —  including  23  series  of  vital  finan- 
cial and  operating  statistics  going  back  10 
years  and  estimated  3  to  5  years  ahead. 

HOW  TO  PARTICIPATE 

You  can  now  receive  the  complete  Value 
Line  Investment  Survey  for  the  next  10 
weeks  for  only  $25  (more  than  45%  off  the 
regular  rate).  This  will  bring  you  everything 
offered  above  plus  all  of  the  following: 
EVERY  WEEK  a  new  SUMMARY  OF  AD- 
VICES section  (24  pages) . . .  showing  the 
current  ratings  of  1600  stocks  for  future 
relative  Price  Performance  and  Safety  — 
together  with  Estimated  Yields  and  the 
latest  earnings,  dividends  and  P/E  data. 
EVERY  WEEK  a  new  RATINGS  &  RE- 
PORTS section  (144  pages) . . .  with  full- 
page  analyses  of  about  120  stocks.  During 
the  course  of  every  13  weeks,  new  full 
page  reports  like  this  are  issued  on  all 
1600  stocks,  replacing  and  updating  the 
previous  reports. 

EVERY  WEEK  a  new  SELECTION  & 
OPINION  section  (4  pages) . . .  with  a 
detailed  analysis  of  an  Especially  Recom- 
mended Stock  —  plus  a  wealth  of  invest- 
ment background  including  the  Value  Line 
Composite  Average  of  1600  stocks. 
PLUS  THIS  $35  BONUS  . .  Value  Line's 
complete  1800-page  Investors  Reference 
Service  (sold  separately  for  $35),  with  our 
latest  reports  on  all  stocks  under  review  — 
fully  indexed  for  your  immediate  refer- 
ence. 

MONEY  BACK  GUARANTEE 

If  you  are  not  completely  satisfied  with  The 
Value  Line  Investment  Survey,  just  return 
the  material  you  have  received  within  30 
days  for  a  full  refund  of  your  fee. 

To  accept  this  invitation,  simply  fill  in 
and  mail  the  attached  co  ipon  today. 
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Yes,  I  would  like  to  try  The  Value  Line  In- 
vestment Survey  for  the  next  10  weeks  at 
the  Special  trial  rate  of  $25  under  the  terms 
and  guarantee  listed  above. 

This  special  offer  is  limited  to  new  sub- 
scriptions and  is  available  only  once  to  any 
household  every  two  years, 
n  $25  Payment  enclosed  (Trial  subscriptions 
must  be  accompanied  by  payment). 
n  I  would  prefer  one  year  (52  issues)  of 
Value  Line  and  The  Investors  Reference 
Service  for  $248. 

□  $248  Payment  D  Bill  me  for  $248 

enclosed 

N.Y.  residents,  please  add  applicable  sales 
tax.  Subscription  fees  are  fully  tax-deduct- 
ible   Foreign  rates  upon  request. 


NAME  (PLEASE  PRINT) 


ADDRESS 


STATE 


ZIP 


No   assignment   of   this   agreement   will    be 
made  without  subscriber's  consent. 


Consecutive  dividend 
payments  since  1939 

Panhandle 
Eastern 

Pipe  Line  Company 

Increased 
Quarterly  Dividend 
52V2  0  per  Common  Share 

(formerly  500  per  share) 

Payable  September  15, 1975 
Record  August  15, 1975 
Declared  July  23,  1975 

Cyril  J.Smith 
Secretary 


Houston,  Texas 


Common  Stock 
Dividend 


The  Board  of  Directors  of  Central 
and  South  West  Corporation  at  its 
meeting  held  on  July  17,  1975, 
declared  a  regular  quarterly  divi- 
dend of  twenty-nine  cents  (29c1) 
per  share  on  the  Corporation's 
Common  Stock.  This  dividend  is 
payable  August  29,  1975,  to  stock- 
holders  of   record   July   31,    1975. 

LEROY  J.  SCHEUERMAN 

Secretary  and  Treasurer 

Central  and  South  West 
Corporation 

Wilmington,  Delaware  19899 


QUARTERLY  DIVIDENDS  SINCE  1935 

NATIONAL 
DISTILLERS 
CHEMICAL 
CORPORATION 

DIVIDEND   NOTICE 

The  Board  of  Directors  has  declared 
a  quarterly  dividend  of  300  per  share 
on  the  outstanding  Common  Stock, 
payable  on  September  2,  1975  to 
stockholders  of  record  on  August  11, 
1975.  The  transfer  books  will  not  close. 
July  24,  1975 

RAMSEY    E.  JOSLIN, 
Vice  President-Financial 
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DIVISIONS.  US.  IN0USTR1AI  CHEMICALS Ctt 
NATIONAL  DISTILLERS  PRODUCTS  CO. 
BRIDGEPORT  BRASS  CO. 
ALMAOEN  VINEYARDS.  INC 
TEXTILE 


Stock  Comment 


Corporate  Tax-Exempt 


By  Heinz  H.  Bid 


The  summer  rally  came  to  an 
abrupt  end  in  mid-July.  This  was  a 
little  sooner  than  1  had  expected. 
By  early  August  the  DJI  was  down 
some  60  points,  or  about  7%.  This 
most  recent  setback  is  somewhat 
greater  than  two  similar  declines  ear- 
lier this  year  and,  like  its  predecessors, 
it  is  causing  considerable  apprehen- 
sion among  investors  as  well  as  in 
The  Street. 

I  do  not  know  what  caused  the 
sudden  sell-off.  One  never  does.  Busi- 
ness news  in  general  is  about  in  line 
with  realistic  expectations,  and  the 
world's  political  scenery  is  neither 
worse  nor  better  than  it  was  when 
the  market  was  going  up.  If  there  is 
one  specific  event  that  might  be 
blamed  for  the  sudden  stock  market 
reversal,  it  is  the  inability  of  New 
York's  Municipal  Assistance  Corp. 
(Big  MAC)  successfully  to  sell  even 
the  first  billion-dollar  tranche  of 
bonds.  This  makes  further  offerings  ex- 
tremely difficult,  if  not  impossible. 
New  York  City  may  be  able  to  avert 
default  on  its  $741  million  in  notes 
maturing  this  month.  But  then  what? 

New  York  City  bonds  and  notes 
have  become  all  but  unmarketable. 
Notes  maturing  on  Aug.  22  were 
recently  being  offered  at  89,  a  yield 
to  maturity— if  they  are  paid  off— of 
well  over  100/?  at  an  annual  rate. 
But  there  were  no  real  bids.  Other 
city  bonds,  due  in  1976,  or  beyond, 
are  being  offered  at  yields  ol  as  much 
as  20%  and  more.  No  one  wants  them. 
These  are  panic  prices. 

The  plight  of  New  York  City  is  be- 
ginning to  make  waves.  The  credit 
of  many  other  municipalities  has  be- 
come suspect.  If  they  let  New  York 
go  bankrupt,  cannot  the  same  disaster 
happen  in  many  cities  and  towns  of 
lesser  importance?  Investors  in  munic- 
ipals have  become  extremely  wary. 
Only  the  best  are  good  enough.  The 
bond  market  is  in  such  a  state  of 
disarray  that  A-rated  tax-exempts  are 
often  yielding  more  than  A-rated  cor- 
porate  bonds   that   are   fully   taxable. 

It  has  become  apparent  that  the 
full  faith  and  credit  of  some  munici- 
palities is  no  longer  adequate  securi- 
ty tor  many  investors  who,  rightly  or 

Mr.   Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Hoppin,  Watson  Inc 


wrongly,    draw    parallels    with     Xe 
York  City.   But  there  are  tax-exem 
alternatives.  A  surprisingly  large  nu 
ber    of    investors    do    not    know    thi 
there  are  virtually  hundreds  of  "co  ° 
porate"  bonds  which  are  also  tax-el  a 
empt.   These  are   Industrial   Develo 
ment  &  Pollution  Control  bonds,  ofte"1 
issued    by    very    small    communitil » 
whose   faith   and   credit   wouldn't   b" 
worth  a  tinker's  damn;  however,  the-11 
bonds  are  secured  by  lease  paymen  u 
of  big  corporations.  It  is  their  cred"! 
rating  that  determines  the  quality    ■ 
an  industrial  revenue  bond  which,    ^ 
effect,    is    the    equivalent    of    an    u  ■ 
secured  corporate  debenture. 

Bonds  whose  lease  rentals  are  pa  , 
by  companies  like  Exxon,   Mobil  O  ' 
Dow    Chemical,    U.S.    Steel,    Wey< 
haeuser,    major    electric    utilities,    e 
are  obviously  good  credit  risks.  In  t 
eyes  ol  many  investors,  they  are  pi 
erable  to  obligations  of  some  of 
large    cities.    The    main    drawback 
these    industrial    revenue    bonds    is  ?; 
certain  lack  of  easy  marketability,  l> 
this    also    applies    to    a    multitude 
Other  municipals.  The  unhmtiliarih 
many  brokers  with  this  type  of  secu 
t\    is   also   a   handicap.    However,    1 
cry    hank   or   brokerage   firm    has 
"Blue     List.       published     daily 
showing   all   current    offerings   of   taiL 
exempt    bonds.    It    has    a    special    sejln 
tion    for    Industrial     Development 
Pollution  Control  bonds. 


Fading  Glamour 

Many  of  the  so-called  vestal  virgir 
the  one-decision  Stocks  of  \cstei\c; 
are  no  longer  what  they  used  to  b 
While  as  a  group  they  still  constitt] 
the  bulk  ol  trust  and  pension  fund  i 
vestments,  their  glamour  has  becoa 
a  bit  tarnished.  Stocks  lik<  Col 
Col. 1,  Eastman  Kodak,  Internatioi 
Flavors,  IBM,  Minnesota  Minii 
Sears,  Xerox,  etc.,  not  to  mentij 
Avon  Products,  Honeywell  or  Pal 
roid,  have  all  been  underperforrrv 
in  this  bull  market.  While  the)  li. 
small  recoveries  from  then  extrei 
lows  ol  last  year,  tin  \  ne\ ei  e\ 
came  Within  hailing  distance  ol  tin 
highs  ol  two  <>■  three  years  ago.  W'lil 
happened? 

I'irst    ol    all,    these    stocks    had    bJ 

crazily  overpriced  at  their  peaks.  "J 
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iijf}i  multiples  then  prevailing  are  not 
[kely  to  be  seen  again  for  a  long  time 
)  come,  not  only  because  they  were 
o  utterly  unrealistic,  but  because 
hese  companies  turned  out  to  be  not 
s  invulnerable  to  economic  adversity 
s  their  proponents  had  believed. 

Growth  companies  are  supposed  to 
row,  in  good  times  and  in  bad. 
irowth  in  sales  volume  is  easy,  of 
ourse;  inflation  alone  takes  care  of 
hat.  But  good  percentage  gains  in 
rofits  are  far  more  difficult  to 
ome  by  once  a  company  has  at- 
ained  a  multibillion-dollar  size.  While 

slowdown  in  the  rate  of  earnings 
;rowth  in  times  of  adverse  business 
onditions  is  pardonable,  an  actual 
arnings  decline  is  not. 

The  companies  named  above,  with 
he  possible  exceptions  of  IBM  and 
FF,  have  broken  the  magic  spell  of 
nnual  profit  increases.  Henceforth 
uch  stocks  will  be  appraised  by  the 
ame  standards  as  other  equities,  tak- 
lg  into  account  their  historic  record 
s  well  as  future  prospects,  their  in- 
lustry  position,  financial  soundness 
nd  management  capabilities.  This  re- 
urn  to  reality  is  all  too  the  good. 

uperblues 

Some  glamour  stocks  have,  of 
ourse,  managed  to  maintain  an  un- 
iroken  record  of  rising  per-share  earn- 
ags.  Most  of  them  are  doing  business 
^ith  the  ultimate  consumer,  like 
American  Home  Products  (P/E  of 
3),  Disney  (23),  Johnson  6-  John- 
9ii  (29),  Merck  (25),  Procter  6- 
lomble  (21),  to  mention  only  a  few 
f  the  most  prominent  companies.  The 
idicated  multiples  are  still  quite 
teep,  certainly  by  comparison  with 
he  price/ earnings  ratio  of  less  than  9 
br  the  DJI,  but  they  are  no  longer 
s  insanely  high  as  they  were  two  or 
hree  years  ago. 

These  are  outstandingly  fine  com- 
lariies,  and,  if  an  investor  wants  the 
ery  best,  he  will  have  to  make  his 
elections  from  stocks  of  this  charac- 
jr.  In  the  very  long  run,  these  super- 
lue  chips  will  perform  well,  prob- 
bly  as  well  or  better  than  the  mar- 
et  averages.  Taking  a  shorter-range 
iew,  however,  I  expect  more  reason- 
bly  priced  stocks,  which  also  grow 
iut  are  not  burdened  by  the  halo  of 
icing    recognized    growth    stocks,    to 

>   better.    Here   are   some   examples 

ith  the  current  price  and  the  P/E 
lown  in  parenthesis:  Anderson,  Clay- 
m  (30-6.7),  Continental  Oil  (64- 
.6),  Diamond  Shamrock  (48-7.6), 
)ow  Chemical  (84-13.2),  Esmark 
33-5.6),  General  Signal  (38-12.7), 
Irublein  (39-14),  1 nger soil-Rand 
"4-11.8),  Pullman  (54-10.1)  and 
ven    Searle    (15*2-10.7),   despite   the 

DA  cloud  hanging  over  it.  ■ 


280th  COMMON  DIVIDEND 

A  regular  dividend  of  Sixty-seven  Cents  (670 

per  share  has  been  declared  up  the  Common  Stock  of 

American  Brands,  Inc.,  payable  in  cash  on  September  2,  1975,  to 

stockholders  of  record  at  the  close  of  business  August  8,  1 975. 

Checks  will  be  mailed. 

C.  A.  Mehos,  Vice  President— Finance 

July  29,  1975 

OPERATING  UNITS 

GALLAHER     LIMITED 

e flames  %.,  II) cam  jjtsiillma  (Po. 


Master  Lock  Company 

DUFFY -MOTT   COMPANY,  INC. 

The  Andrew  Jergexs  Company 


VISIBLE  I    RECORDS    INC. 


Sunshine  Biscuits  .n< 


AMERICAN  BRANDS,  INC  .  245  PARK  AVENUE.  NEW  YORK,  NY.  10017 


458th  Dividend 

PULLMAN 

INCORPORATED 

. . .  has  not  missed 

paying  a  regular 

quarterly  cash 

dividend  since  its 

founding  in  1867. 

*     *     * 

The  quarterly  dividend, 
increased  to  450  a  share, 
will  be  paid  September 
12,  1975,  to  stockholders 
of  record  August  8,  1975. 
This  108-year  record  is 
unmatched  by  any  other 
industrial  firm  listed  on 
the  New  York  Stock  Ex- 
change. 

Roger  A.  Noback 
Secretary 


ffl) 


PULLMAN 

INCORPORATED 


200  South  Michigan  Avenue 
Chicago,  Illinois  60604 


Selected  Energy 

OtnpLp  selected  for 
UlUUllU  growth  possibilities.. 
the  objective  of  Energy  Fund. 


a  no-load  mutual  fund  founded  in  1955 

■  See  the  complete  portfolio 

■  Send  for  free  prospectus 

NO  LOAD 

NO  SALES  COMMISSION 

NO  REDEMPTION  FEES 

•  Individual  and  corporate 
investment  plans 

•  Individual,  corporate  and 
self  employed  (Keogh) 
investment  plans  available 

MEMBER  NO-LOAD  MUTUAL  FUND  ASSOC. 

MMMM  «v^_  HMM  flm^^  v^m^  ^m 

Energy  Fund  522  Fifth  Awe. 
New  York,  N.Y.  10036  Dept  F 
(212)  575-7220 

Please  send  me  free  prospectus  and 
other  material  including  your 
complete  record. 

Name . 

Address . 

City State Zip 
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Stock  Trends 


strife 


How  To  Profit 
From  Bad  Mews 

By  Myron  Simons 


We're  in  a  bull  market  now,  and 
there  is  money  to  be  made  simply  by 
being  fully  invested  in  good  stocks. 
But  the  big  money,  the  real  money, 
is  going  to  be  made  once  again  by 
the  people  who  understand  and  prop- 
errj  interpret  the  astounding  changes 
that  arc  taking  place  in  the  world. 
It  need  not  even  be  favorable  change. 
The  Soviet  launching  of  Sputnik  in 
1957,  for  example,  was  bad  news  for 
the  U.S.,  but  it  made  fortunes  for 
people  who  chose  that  moment  to 
buy  technology  stocks. 

From  my  reading  of  the  big 
changes  of  the  day,  here  are  four 
areas  of  investment  opportunity. 

1)  Energy 

The  worldwide  recession  has  had 
one  mixed  blessing.  It  has  kept  ener- 
gy consumption  low.  But,  as  prosperi- 
ty returns,  so  will  our  problems.  And 
so  will  some  investment  opportunities. 
Take  nuclear  energy,  for  example.  In 
spite  of  the  fears  of  radiation  and 
bomb-making,  the  worldwide  demand 
for  atomic  power  is  pushing  forward 
with  great  rapidity.  In  fact,  it's  be- 
coming increasingly  difficult  for  the 
U.S.  to  call  the  tune  in  nuclear  mat- 
ters because  the  Soviet  Union  and 
some  of  our  Western  allies  are  willing 
to  fill  the  supply  gap. 

Which  brings  me  to  the  subject  of 
uranium,  where  there  should  be  a 
huge  acceleration  in  demand.  A  num- 
ber of  companies  should  benefit: 
United  Nuclear  (17),  EG<bG  (16) 
and  Denison  Mines  (56)  come  to 
mind  immediately.  If  you  prefer  larg- 
er, better  known  companies,  look  be- 
yond the  fuels.  Many  plants  will  be 
designed  and  built  by  such  firms  as 
General  Electric  (47),  Westinghouse 
(17)  and  Babcock  it  Wilcox  (22). 

Solar  energy  may  now  be  more 
than  a  distant  possibility.  Bight  now 
it's  a  grab  bag  to  pick  the  companies 
that  will  succeed,  although  some  can- 
didates should  begin  to  emerge  in  the 
next  few  months  as  the  Government 
begins  to  place  some  study  contracts. 
As  the  picture  clears,  it  seems  that  we 
are  close  to  having  efficient  methods 
of  collecting  the  sun's  radiation.  But 
storing  it  against  a  rainy,  or  even  a 

Mi.  Simons  is  director  of  research  at  the  securities 
firm  of  Weeden  &  Co. 


cloudy,  day  is  still  a  problem.  A  solu- 
tion should  be  right  down  the  alley 
for  some  of  the  battery  makers.  Union 
Carbide  (58),  Gould  (25),  Interna- 
tional Nickel  (26)  and  Varian  (14) 
have  major  divisions  in  this  field. 

Burning  waste  and  garbage  as  a 
booster  to  coal  for  the  production  of 
electricity  and  steam  not  only  prom- 
ises to  save  several  hundred  thousand 
barrels  of  oil  a  day,  but  it's  good  for 
the  environment  as  well.  A  number 
of  companies,  such  as  Monsanto  (67) 
and  Wheelabrator-Frije  (20),  are 
working  on  projects  in  various  stages 
of  development. 

2)  International  Economics 

The  Western  industrialized  powers 
no  longer  dominate  the  less-developed 
countries  of  the  world.  The  Arabs 
have  already  made  the  most  signifi- 
cant break  in  the  old  alignment,  and 
it  will  be  hard  to  keep  Third  World 
countries  from  following  the  example 
of  OPEC  just  as  soon  as  they  get  the 
chance.  That's  likely  to  mean  that 
many  of  the  world's  raw  materials 
will  be  under  the  control  of  cartels 
before  too  long.  Domestic  reserves  of 
metals  will  become  more  and  more 
valuable.  Stocks  like  Anaconda  (16) 
and  AM  AX  (53)  should  be  excellent 
long-term  investments. 

Furthermore,  the  traditional  aid 
given  to  the  developing  countries  by 
the  U.S.  and,  to  some  extent,  by  the 
Soviet  Union  will  begin  to  be  matched 
by  the  Arab  billionaires  and  some  of 
the  other  Western  powers.  New  in- 
dustrial development  is  likely  to  keep 
companies  like  Dravo  (42),  Morri- 
son-Knudsen  (22),  Raymond  Inter- 
national (18)  and  Fluor  (37)  hop- 
ping for  years  to  come. 

3)  Politics 

Here  at  home  the  consumerists 
have  suggested  that  there  may  be  a 
number  of  things  more  valuable  to  so- 
ciety than  economic  growth.  Still, 
they  don't  challenge  capitalism  itself. 
That  job  is  being  done  quite  effective- 
ly in  Portugal,  in  Italy,  in  Southeast 
Asia  and  in  South  America.  Bad 
news?  Sure  it  is.  But,  once  again,  not 
necessarily  for  the  stock  market,  at 
least  for  the  time  being.  It  makes  the 
TT.S.   one  of  the  few  reliable  havens 


for  those  who  want  to  avoid  the  risks 
of  expropriation  or  other  government 
action   to   restrict   private   ownership. 

This  increasingly  hostile  world  also 
suggests  other  areas  of  investment. 
The  defense  industry  has  been  under 
attack  since  the  Vietnam  war  became 
unpopular.  But,  between  supplying 
second-generation  arms  to  other  coun- 
tries and  making  new  ones  to  protect 
ourselves,  the  defense  suppliers  should 
have  a  busy  time.  Stocks  like  Boeing 
(27),  Raytheon  (46)  and  United 
Technology  (53)  should  all  benefit. 

One  other  thing.  If  we  are  going 
to  try  to  tailor  our  own  life-style  in  a 
way  that  will  limit  pollution,  we  have 
to  put  more  stress  on  mass  transpor- 
tation. It's  time  to  relieve  our  railroad 
system  of  a  code  of  regulation  that 
was  designed  wa\  back  when  the 
rails  were  the  powerhouse  of  the  na- 
tion. We  should  be  nurturing  them 
as  important  lifelines  for  our  economy 
and  as  an  area  which  would  effect 
dramatic  savings  in  both  energy  and 
pollution.  Some  of  the  stronger  rail- 
road lines  with  great  natural  resources 
should  benefit.  Among  them  are  Santa 
Fe  (25),  Southern  Pacific  (27), 
Union  Pacific  (68)  and  Burlington 
Northern  (32). 

4)  The  Environment 

Tin1  environment  has  already  gi\  - 
en  us  a  new  industry  that  has  been 
held  back  somewhat  in  the  last  few 
years.  It  should  emerge  with  a  full 
head  of  steam  as  the  economy  picks 
up.  New  plants  will  have  to  be  de- 
signed with  pollution  controls,  and 
old  ones  will  have  to  be  equipped 
with  them.  It  should  mean  years  of 
good  business  for  such  companies  as 
Envirotech  (23),  American  Air  I'il- 
ter  (17)  and  Peabody  Galion  (171 
Water  pollution  control  is  going  to  get 
an  added  push  from  a  big  release  of 
federal  funds  that  had  previously 
been  withheld.  While  nmeh  of  tin 
money  will  go  for  concrete  settlin; 
pits,  some  of  it  will  go  Into  deteq 
tion  instruments  and  How  mel.is. 
Foxboro     (36)     and    Fisher    <\    Porter 

(12)  manufacture  such  devices. 

Of  course,  the  best  and  mosl   profl 
itable   discoveries   will    be   among   tin 
small   companies   that   will   be   pushei 
on    their    way    to    growth    In     worl 
events.   That   requires   extra   risk-tall 
ing  and  special  research.  But  even  i 
you   concentrate   on    the    larger,   betle 
known  one,,  \on  should  do  well    Noli 
of   us  would  choose  a  world   in  wliiel 
we  have  to  wonder  which   COUntrj    is 
the  next  to  swing  to  the  political  lelt, 
or  whether  there's  enough  energ)   ■ 

maintain     vital     production.      But      il 

better  to  profll  From  those  unpleasai 
changes  than  simply  to  stand  arounj 

and  wring  \ hands.    ■ 
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SOUTHERN  NATURAL 
RESOURCES,  INC. 

Birmingham,  Alabama 

Common  Stock  Dividend  No.  9 

A  regular  quarterly  dividend  of  41  V< 
cents  per  share  has  been  declared 
on  the  Common  Stock  of  Southern 
Natural  Resources,  Inc.,  payable 
September  12,  1975  to  stockholders 
of  record  at  the  close  of  business 
on  August  29,  1975. 

RONALD  L.  KUEHN,  JR. 
Secretary 

Dated:  July  25,  1975 


DIVIDEND 


NOTICE 


SHELL  OIL 
Company 

The  Board  of  Directors  today 
declared  a  quarterly  dividend  of 
sixty-five  cents  (65<j)  a  share  on 
the  Common  Stock  of  this  Com- 
pany, payable  September  26, 
1975,  to  shareholders  of  record 
September  19,  1975. 

W.  W.  WESTERFIELD,  Jr. 
Secretary 

July  31,  1975 


Slip             , 
cases       1 
for 
Forbes 

filK 

'                                        3 

Rugged  and   handsome  cases  in  red  and 
black  with  title  embossed  in  gold.  Prices: 
$4.25  each,  3  for$12,  6  for  $22.  Send  check 
to:  Jesse  Jones^Box  Corp.,  Dept.  FB,  P.O. 
Box  5120,  Phila.,  Pa.  19141.  Please  allow  3 
to  4  weeks  for  delivery. 

SOLID  STATE  & 
HOBBY  CIRCUITS  MANUAL 
$1.95  postpaid  \o  your  door.  The  new 
manual  offers  over  400  pages  of 
circuits  for  the  hobbyist,  engineer,  ex- 
perimenter and  do-it-yourself  kit  build- 
er. HURRY— Supply  limited.  Free  cata- 
I  log.  Frazer  &  Associates,  1888  Century 
Park  East  Suite  10,  Century  City,  Calif. 
90067 


. 


Readers  Say 


(Continued  from  page  10) 
A  Swanson  TV  dinner  at  75  cents  is 
a  better  bargain  than  an  American 
cheese  sandwich  for  the  same  price, 
and  a  Morton  pot  pie  with  meat,  po- 
tatoes and  vegetables  for  25  cents 
is  downright  cheap. 

—Jeremy  J.  Ferris 
Wayzata,  Minn. 

Not  Earnings 

Sir:  One  would  infer  from  The 
Numbers  Game  (July  1)  that  the  on- 
ly reason  for  debenture  exchanges  is 
the  creation  of  artificial  earnings. 
Since  only  the  most  naive  investor 
would  apply  a  multiple  to  these  earn- 
ings, I  do  not  believe  this  was  the  in- 
tent. Rarely  is  there  a  period  when 
interest  rates  soar  to  such  heights  that 
the  debt  of  strong  companies  can 
be  repurchased  for  60  cents  on  the 
dollar  or  less.  Now  much  of  the  deep- 
discount  debt  has  risen  dramatically 
and  in  many  cases  the  opportunity 
has  been  lost. 

—David  D.  Alger 

Vice  President, 

Fred  Alger  Management,  Inc. 

New  York,  N.Y. 

We  still  question  whether  the  dis- 
count in  these  exchanges  should  be 
labeled  as  "earnings"— Ed. 

GAAP  Gap 

Sir:  Re  The  Numbers  Game  (Aug. 
1 ) .  I  fully  agree  with  you  that,  in 
many  cases,  "GAAP"  is  "CRAP." 

—I.  Walton  Bader 

.  General  Counsel, 

Independent  Investor  Protective 

League,  Inc. 

New  York,  N.Y. 

Hedging 

Sir:   Re  your  article  about  the  ex- 
traordinary   risks    inherent   in   potato 
growing  (June  15).  The  article  should 
also   have   mentioned   the   alternative 
the  grower  has  to  the  risks  you  de- 
scribe. He  can  hedge  against  declin- 
ing prices  by  selling  a  portion  of  his 
production  on  the   Maine  potato  fu- 
tures market  offered  by  the  New  York 
Mercantile    Exchange.    U.S.    Depart- 
ment   of    Agriculture    studies    have 
shown  that  the  use  of  potato  futures 
for  hedging  by  growers  is  substantial. 
— Richard  B.  Levine 
President, 
New  York  Mercantile  Exchange 
New  York,  N.Y. 

Heiry  Problem 

Sir:  Your  article  "Viva  14%"  (July 
15)  does  not  consider  the  extraordi- 
nary problems  that  exist  in  the  event 


VICTORIANA 

Th,R.y,.      from  FORBES 

Academy 
Revisited 

A  fully  illustrated 
catalogue  of  the 
collection  of  Vic- 
torian paintings 
described  by  Con- 
noisseur Magazine 
as  being  ".  .  .  the 
finest  outside  the 
British  Isles."  Its 
182  pages  include 
143  illustrations  of  which  24  are  in  full 
color.  Detailed  biographies  of  the 
artists  represented  make  this  catalogue 
a  valuable  addition  to  your  art  library. 
A  perfect  holiday  gift. 

Catalogue  by  Christopher  Forbes,  with 
introduction  by  Allen  Staley  .  .  $15.00 

Also  available  in  soft  cover  edition  at 

$  9.50 

Victorian  Holiday  Greeting  Cards 

Available  to  FORBES  readers  for  the 
first  time  are  four  beautiful  color 
reproduction  cards  of  very  distinctive 
paintings  from  the  FORBES  Magazine 
Collection.  Each  card  is  inscribed  "Best 
Wishes  for  a  Happy  Holiday  Season" 
with  appropriate  indication  of  artist 
and  collection  references.  These  unique 
cards  are  packaged  in  quantities  of  ten, 
including  envelopes. 


The  Village  Choir 

Thomas  Webster 


For  the  Squire 

Sir  John 
Everett  Millais 


The  Early  Career 
of  Murillo 

John  Phillip 


The  Peep  Show 
John  Burr 


The  Forbes  Magazine  Collection 

60  Fifth  Avenue,  New  York,  N.Y.  10011 

Please  ship  postpaid  the  following 
catalogue(s)  and/or  cards  for  which 
payment  in  full  (cheo:  or  money 
order)    is  enclosed: 

Royal  Academy 

catalogue(s)  @  $15.00     

Soft  cover 

catalogue(s)  @  $9.50       

Holiday  Greeting  Cards  @  $3.00/pack 

For  the  Squire  Murillo 

Village  Choir      Peep  Show 


(N.Y.  residents  add  appropriate  tax) 

Total  amount  enclosed  

Name   


Address 

City   

State  


Zip 
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Public  Service  Electric  and  Gas  Company 

declares  its  dividends  for  the  quarter 

ending  September  30, 1975. 


QUARTERLY   DIVIDENDS 
The   Board   of   Directors   has   de- 
clared the  following  dividends  for 
the  quarter  ending  September  30, 
1975: 

Dividend 
Class  of  Stock  Per  Share 


Common  $  .43 

$1.40  Dividend 

Preference  Common  $  .35 

Cumulative  Preferred 

4.08%  Series  $1.02 

4.18%  Series  1.045 

4.30%  Series  1.075 

5.05%  Series  1.2625 

5.28%  Series  1.32 

6.80%  Series  1.70 

7.40%  Series  1.85 

7.52%  Series  1.88 

7.70%  Series  1.925 

7.80%  Series  1 .95 

8.08%  Series  2.02 

9.62%  Series  2.405 

12.25%  Series  3.0625 


All  dividends  are  payable  on  or 
before  September  30,  1975  to 
stockholders  of  record  August  29, 
1975. 

MALCOLM  CARRINGTON,  JR. 
Vice  President  and  Secretary 


PSEG 


Newark,  New  Jersey 


RJReynolds  Industries,  Inc. 

Common  Stock  Dividend 

A  quarterly  dividend  of  72  cents  per  share  has  been 
declared  on  the  Common  Stock  of  the  Company, 
payable  September  5, 1 975  to  stockholders  of  record 
at  the  close  of  business  August  8, 1 975 


WILLIAM  R.LYBROOK 
Senior  Vice  Presiden  I  and  Secretary 
Winston- Salem.  N.  C  ,  July  17.  1975 


Seventy-Five  Consecutive  Years  of  Cash  Dividend  Payments 


Tobacco  Products 

Food  Products 

Fruit  Beverages 

Containerized  Freight  Transportation 


num  Products 
Packaging  Materials 
International  Petroleum 


VENTURE  CAPITAL 

Assistance  for  any  worthwhile  projects  over 
$100  Thousand.  Send  details  to:  Computer 
Capital  Corporation,  Dept.  21A,  6922 
Hollywood  Blvd.,  Los  Angeles,  CA  90028 
(213)  463-4841 


International  Scientific  Equipment  Company  Needs 

72,000,000 

IN  ADDITIONAL  CAPITAL  FOR  EXPANSION 

Reply:  John   P.   Salsgivei.    President 

UTC.  83  Keystone  Drive, 

Leominsti.     V  01453  U.S.A.  (617  I  537-9737 


Readers  S 


the  owner  of  a  Mexican  bank  accol 
should   die.    In   one   estate,   we  hi 
been  trying  for  almost  four  years] 
collect  three  accounts.  The  cost  of 
lecting  the  Mexican  assets  far  exce 
any   additional   increment   which 
higher  interest  rate  might  have  yi 
ed  to  the  decedent. 

—David  Kei 
Hesterberg  &  Ke 
Brooklyn, 

This    problem   can    be    avoidrc 
the  account  is  listed  in   two   nan, 
The  survivor  would  have  no  trot 
withdrawing  the  funds— En. 

Spread  Not  A  Profit 

Sir:  Lebenthal  &  Co.  (July  15) 
criticized  for  the  "unconscion*j 
large  spread  between  bid  and  as 
prices— as  much  as  $60  on  a  $1, 
bond  during  the  recent  [New 
City]  crisis."  Spread  should  not] 
confused  with  gross  profit.  During|| 
second  quarter  of  1975  our  gross 
it  was  only  $18.75  per  $1,000 
York  City  bond. 

— H.  Gerard  Bissingi 
Vice  Presic 
Lebenthal  & 
New  York, 


en   ri 

to  d« 


He,  She,  Se,  It 

Sin:   The  question  has  bee 
for  a  third  person  pronoun 
nate  a  person  without  designating 
We   arrived   at   the   word   "se 
nounced  as  in  "security"). 

-H.R. 
Alexandria. 


( 


Optimistic,  Relatively 

Sir:  In  the  article  on  Union 
(Aug.   1),  you  state  that  I  was 
sin  list  ic-  on  the  outlook  for  the 
industry.  I  wouldn't  characteriaj 

position  as  being  pessimistic. 
we  look  lor  a  substantial  ind 
(•.linings  decline  tins  year  beeau 
the   recession,   we  estimate   the   i 

try's    income   next    year  will   he 
changed  to  up  by  KW.  I  believe  t 

are  some  analysts  who  expect  aiu 
substantial  decline  next  year.  W  e 
also  been  saying  that  ii  seems  t 
that  it  will  be  several  years  befos] 
industry   will   he   earning   at    the 
high  l<  \ (K  existing  in  L974.  II" 
industry   earnings  last   year  wei 

above    secular    trends    and    we   (J 

believe  1974  earnings  levels  I 
quired  to  justify  present  or  <\ en 
er  stock  prices  In  man)  cases. 

I  ,\HH\ 

Research  \i> 

Mil, hell.  Ilnlchm 
\(  \\    "l  en  k 
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Index  of  Advertisers— August  15,  1975 

Q  Indicated  below  are  those  advertisers  who  will  make  information  available  to  Forbes  readers  as  stated  in  their  advertise- 
ments. Those  advertisers  designated  with  an  asterisk  #  will  provide  information  only  to  those  requests  which  include  company 
name  and  job  title. 


ALLEGHENY    LUDLUM 

INDUSTRIES,  INC 46 

Agency:   VanSant,    Dugdale    &    Co.,    Inc. 


AMERICAN   BRANDS,   INC 83 

Agency:    BBDO,  Inc. 


AMERICAN    GAS    ASSOCIATION,    INC.       2 

Agency:   J.    Walter   Thompson    Company 


AMERICAN    MUTUAL    INSURANCE 

COMPANIES     11 

Agency:    Harold  Cabot  &  Co.,  Inc. 


AMERICAN   TELEPHONE   & 

TELEGRAPH    CO.  43 

Agency:    N.W.     Ayer    ABH     International 


FMC  CORPORATION  64-65         □  ST.  JOE  MINERALS  CORPORATION  31 

Agency:    Dancer  Fitzgerald  Sample,   Inc.  Agency:    Emil  Mark  &  Co.,  Inc. 

THE  FIRST  BOSTON  CORPORATION  50 

Agency:    Doremus  &  Company 


SALOMON    BROTHERS 

Agency:    Doremus  &  Company 


FIRST  TENNESSEE    NATIONAL 

CORPORATION    49 

Agency:   John    Malmo    Advertising,    Inc. 


FORBES  MAGAZINE    58,    78,   85 


FORD   MARKETING   CORPORATION 
FORD   DIVISION 

GRANADA 32-33 

Agency:   J.    Walter  Thompson    Company 


FRA7ER  &  ASSOCIATES  85 


SANTA    FE    INDUSTRIES,    INC 21 

Agency:    Advertising  Direction,  Inc. 


SAUNDERS  LEASING  SYSTEM,  INC. 

Agency:    Feight  &  White,  Inc. 


SECURITIES  FUND  INVESTORS  8 

Agency:    Silver  &  Morris,  Inc. 


SHELL  OIL  COMPANY 85 

Agency:    Ogilvy  &  Mather  Inc. 


D    AMETEK,  INC 

Agency:    Richardson,  Thomas  & 
Bushman,  Inc. 


BANDAG,   INCORPORATED  2nd  Cover 

Agency:   Christenson  Barclay  and 
Shaw,  Inc. 


THE  JAMES    B.    BEAM 

DISTILLING    CO 10 

Agency:    Lee  King  &  Partners,  Inc. 


; ;    BUTLER    MFG.    CO 3rd    Cover 

Agency:   ValentineRadford,  Inc. 


CENTRAL  AND   SOUTH   WEST 

CORPORATION  82 

Agency:    Albert  Frank-Guenther  Law, 
Inc. 


COMMONWEALTH    OF   PUERTO    RICO 
ECONOMIC    DEVELOPMENT 
ADMINISTRATION     9 

Agency:    Ogilvy  &  Mather  Inc. 


COMPUTER    CAPITAL    CORPORATION      86 

Agency:   The  Paramount  Agency 
Advertising 


CONTINENTAL    ILLINOIS    NATIONAL 
BANK  56-57 

Agency:   T.atham-Laird  &  Kudner,  Inc. 


□    CRANE    CO 44-45 

Agency:    Doremus  Uptown 


DEAN    WITTER   &  CO 29 

Agency:    Hoefer,  Dieterich  &  Brown, 
Inc. 


□    FRUEHAUF  CORPORATION  35 

Agency:    Burton  Sohigian  Inc. 


GROWTH  FUND  RESEARCH,  INC.  62 

Agency:    Leland  Hill  Advertising 


GRUMMAN  CORPORATION  16 

Agency:   Fuller  &  Smith  &  Ross  Inc. 


INTERNATIONAL    BUSINESS 

MACHINES  CORPORATION 

DATA   PROCESSING    DIVISION  36-37 

Agency:    Geer,    DuBois    Inc.    Advertising 


□    MARRIOTT'S  ESSEX  HOUSE 


Agency:    Potomac  Advertising,  Inc. 


MORGAN    STANLEY   &   CO. 
•INCORPORATED 

Agency:    Doremus  &  Company 


41 


NATIONAL   DISTILLERS   AND   CHEMICAL 
CORPORATION  82 

Agency:    Doremus  &  Company 


OTIS  ELEVATOR  COMPANY 

Agency:    Poppe  Tyson,  Inc. 


38 


PANHANDLE    EASTERN    PIPE 

LINE  COMPANY  82 

Agency:    Albert  Frank-Guenther  Law, 
Inc. 


T.    ROWE    PRICE   GROWTH    STOCK 

FUND,  INC 62 

Agency:   VanSant,    Dugdale    &    Co.,    Inc. 


PUBLIC   SERVICE   ELECTRIC   AND 

GAS  COMPANY  86 

Agency:    Doremus  &  Company 


SMITH    BARNEY   &   CO. 

INCORPORATED  80 

Agency:    Albert  Frank-Guenther  Law, 
Inc. 


SOUTHERN  NATURAL  RESOURCES, 

INC 85 

Agency:    Luckie  &  Forney,   Inc. 


D  SYNALLOY    CORPORATION  48 

Agency:    Woolf,  Doughty  Inc. 


TELEPHONE    MART  23 

Agency:    Inter/Media,    Inc.   Advertising 


23         □   TENNECO  INC 26-27 

Agency:    Bozell  &  Jacobs,  Inc. 


UNITED    TECHNICAL    CORPORATION       86 


UNITED  TECHNOLOGIES 
CORPORATION 

Agency:    Marsteller  Inc. 


Back    Cover 


UNITED  TELECOM 

Agency:    Brewer  Advertising  Inc. 
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THE  VALUE    LINE    INVESTMENT 

SURVEY  81 

Agency:   The  Vanderbilt  Advertising 
Agency,  Inc. 


□  THE  WARNER  &  SWASEY  COMPANY 

Agency:    The  Griswold-Eshleman 
Company 


WESTINGHOUSE    ELECTRIC 

CORPORATION    12 

Agency:    Ketchum,  MacLeod  &  Grove 
Inc. 


DREYFUS  LIQUID  ASSETS,  INC 61 

Agency:    Wunderman,     Ricotta     &    Kline, 
Inc. 


PULLMAN    INCORPORATED  83 

Agency:    Mcllhenney-Humphrey, 
Incorporated 


D    THE  WILLIAMS  COMPANIES 

Agency:   Stephenson  Advertising 
Agency,  Inc. 


25 


EAST  WEST  NETWORK,   INC 51 


REXNORD    INC 52,    53,    54,    55 

Agency:    Buchen/Reincke,  Inc. 


MAX  WILSON,   INC 8 

Agency:    Chaparral     Advertising    Agency 


ENERGY  FUND,  INC.  83 

Agency:    The  Leo  Baron  Agency  Inc. 
Advertising 


R.J.  REYNOLDS  INDUSTRIES,  INC.  86 

Agency:    Long,  Haymes  &  Carr,  Inc. 


WOOD,    STRUTHERS    &  WINTHROP 
MANAGEMENT  CORP. 

Agency:    Doremus  &  Company 


48 
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-pi  i    ,  on  the 

I  nOUghtS  . . .  Business  of  Life 


God  intends  no  man  to  live 

in  this  world  without  working; 

but  it  seems  to  me  no  less  evident 

that  He  intends  every  man 

to  be  happy  in  his  work. 

John  Ruskin 


Money  has  little  value 
to  its  possessor  unless  it 
also  has  value  to  others. 
Leland  Stanfobd 


It  is  not  a  virtue,  but  a  deceptive 
copy  and  imitation  of  virtue, 
when  we  are  led  to  the 
performance  of  duty  by  pleasure 
as  its  recompense. 
Cicero 


Live  for  thy  neighbor 

if  thou  wouldst  live  for  thyself. 

Seneca 


Give  me  love  and  work— 
these  two  only. 
William  Morris 


Man  seeks  his  own  good 
at  the  whole  world's  cost. 
Robert  Browning 


What  is  called  liberality 
is  most  often  only 
the  vanity  of  giving. 
La  Rochefoucauld 


Rich  people  should  consider 
that  they  are  only  trustees  for 
what  they  possess,  and  should 
show  their  wealth  to  be 
more  in  doing  good 
than  merely  in  having  it. 
Joseph  Hall 


Very  few  men  acquire  wealth 
in  such  a  manner 
as  to  receive  pleasure  from  it. 
Henry  Ward  Beecher 


To  relish  work  thoroughly, 

there  must  be  more  than  a  purely 

selfish  motive;  there  must  be 

at  either  the  front  or  the  back 

of  the  mind  an  inspiration 

based  on  unselfishness,  a  desire 

to  succeed  for  the  pleasure  or 

benefit  it  will  mean  for 

someone  else— wife,  children, 

parents  or  other  interested  party. 

Or  the  impelling  and  propelling 

inward  force  may  be  a  longing 

to  achieve  something  for  the 

common  good,  for  mankind,  or  for  the 

nation,  state,  county,  city 

or  village.  Work  is  what  we  make  it, 

a  pain  or  a  pleasure.  And  as  most 

of  our  waking  hours  are  spent 

at  work,  it  is  the  part  of  wisdom 

to  get  on  friendly  terms  with  it. 

B.C.  Forbes 


Surplus  wealth  is  a  sacred  trust 
which  its  possessor  is  bound 
to  administer  in  his  lifetime 
for  the  good  of  the  community. 
Andrew  Carnegie 


To  whom  can  riches  give  repute, 
or  trust,  content,  or  pleasure, 
but  the  good  and  the  just? 
Alexander  Pope 


He   who   allows   his   day   to   pass 
without  practicing  generosity 
and  enjoying  life's  pleasures 
is  like  a  blacksmith's  bellows- 
he  breathes  but  does  not  live. 
Sanskrit  Proverb 


by 


The  best  security  for  people's 
doing  their  duty 
is  that  they  should  not  know 
anything  else  to  do. 
Walter  Bagehot 


While  I  can  crawl  upon 

this  planet  I  think  myself  obliged 

to  do  what  good  I  can, 

in  my  narrow  domestic  spheres, 

to  my  fellow  creatures,  and 

to  wish  them  all  the 

good  I  cannot  do. 

Lord  Chesterfield 


The  smallest  actual  good  is 
better  than  the  most  magnificent 
promises  of  impossiblities. 
Thomas  Macaulay 
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To  set  the  world  on  fire, 
warm  up  to  your  job. 
Arnold  Glasow 


Act   so   that   the   maxim  of 
could  be  made  the  principle 
of  a  universal  law. 
Immanuel  Kant 


your  act 


A  Text . . . 


in  by  Benjamin  L.  Smith,  Reno, 
Ne\  What's  your  favorite  text?  The 
Forb.  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  senders 
of  texts  used. 


Executive  Gift  Suggestions:  Over 
3,000  "Thoughts"  now  available  in 
574-page  book  at  $9.95.  Also  Fact 
and  Comment — the  most  quoted 
editorials  of  Malcolm  Forbes  in 
hardcover  at  $7.95.  Send  check(s) 
to.  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  NY.  10011.  NY.  State 
residents,  add  4%-8%  sales  tax. 


I,ci  no  man  seek  his  own,  but  every 

man  another's  ucallh. 
1  Conivi  III  \\s   I0::2  I 
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Union  Camp  trees  help  bring 
food  to  your  table,  pleasure  toyour  kids 

and  color  to  your  face. 


Our  primary  goal  is  efficient  utilization  of  all 
our  resources.  Most  importantly  our  1 .6  million  acres 
of  forest  lands  throughout  six  southeastern  states. 
Because  a  great  many  of  the  products  that  make  your 
everyday  life  a  little  bit  easier  and  a  great  deal  more 
beautiful  stem  from  this  one  basic  resource. 

Our  ti  es  become  all  sorts  of  paper  and 
packaging.  Including  the  corrugated  boxes  that  bring 
citrus  fr  lit  to  market  and  the  grocery  bags  that  carry 
them  h<  ne.  And  your  kids  can  build  a  terrific  tree 
house  the  Union  Camp  way.  You  can  buy  all 


the  materials  they'll  need  to  build  it  at  any  one  of 
our  48  Moore  Handley  home  improvement  centers 
throughout  the  Southeast.  A  great  many  of  the 
hundreds  of  specialty  chemicals  we  produce  are  also 
derived  from  our  trees.  They  go  into  everything  from 
industrial  paints  to  the  pretty  pots  of  paints  that  put  a 
blush  on  the  face  of  a  lovely  girl.  At  Union  Camp, 
man,  imagination  and  technology  are  working 
together  to  provide  better  products  and  a 
better  life  for  everyone. 


Union  Camp 


Growing  in  more  ways  than  one. 

Union  Camp  Corporation,  1600  Valley  Road,  Wayne,  N.J.  07470. 


An  Easy  Way  to  Change  Jobs 

'This  system  is  simple,  straight  forward  and  quick— but  it  works. 
Do  it  right  and  you  can  have  the  highest  earnings  of  your  career!9 


I've  got  something  that  can  help  you 
earn  a  great  new  living  and  perhaps  even 
make  you  rich! 

Now,  I  know  this  seems  hard  to  be- 
lieve, but  I  can  also  prove  it  to  you! 

I  say  this  because  I've  got  letters  from 
thousands  of  satisfied  customers,  .... 
and  a  product  which  has  been  praised  by 
ISO  leading  media! 

What's  more, at  $10 .it's  an  incredible 
bargain,  and  1*11  even  give  it  to  you 
without  asking  you  to  risk  one  penny.' 

However,  first  let  me  tell  you  what  I 
have. 

I've  got  a  copyrighted  job  changing 
system  that  you  can  use  to  move  up  in 
your  field,  or  out  to  another  field,  but 
at  significantly  higher  earnings. 

It  took  myself  and  five  other  profes- 
sionals two  years  and  $250,000  to  de- 
velop— but  it  works.' 

Furthermore,  it  doesn't  require  "gen- 
ius" and  it  doesn't  require  "luck."  All 
you  have  to  do  is  put  it  into  action. 

The  reason  we  developed  it  was  be- 
cause with  84  million  employed,  and 
1 S  million  circulating  resumes  each  year, 
this  area  was  ready  for  some  revolution- 
ary ideas. 

We  knew  more  people  than  ever 
owned  prestige  cars  &  yachts,  summer 
homes  and  international  retreats,  as  well 
as  having  securities,  real  estate  holdings 
and  lots  of  cash  in  the  bank. 

In  short,  many  people  in  the  U.S.  are 
living  good  lives! 

At  the  same  time,  however,  the  great 
majority  have  no  excess  cash,  little  job 
security,  and  are  frequently  restless, 
bored  with  their  jobs,  commuting  long 
hours,  and  harrassed  by  inflation! 

Wt  asked  ourselves  how  do  people  get 
to  live  the  "good  life"? 

Well,  we  found  that  most  successful 
people  were  there  because  they  never 
wasted  time  m  dead-end  situations! 

What  these  people  did  was  to  make 
crucial  job  changes,  and  parlay  their 
higher  earnings  into  small  fortunes! 

TsK-  a  look  at  the  economics! 

?>5  -'ou  realize  that  if  you  were  to 
change  jobs  every  4  years,  at  an  average 
aiu.oal  increase  of  $4,000,  and  then  put 
the  increases  in  the  bank  at  6%,-that  in 
2H  years  you'd- accumulate  an  extra  half 
million  dollars' 


Getting  raises  is  one  thing,  but  get- 
ting significant  increases  because  of  job 
changes  is  a  very  important  source  for 
wealth! 

The  next  question  then,  is  how  can 
you  easily  change  jobs?  This  is  where  the 
unique  system  we've  developed  fits  in. 

Our  system  can  work  for  anyone 
from  $8,000  to  $80,000.  Do  it  right  and 
you'll  gain  higher  earnings,  lifelong  job 
security,  but  most  of  all,  everlasting  self 
confidence! 

This  is  because  once  you've  used  it, 
you'll  know  you  can  always  get  a  new 
job,— quickly  and  predictably. 

Perhaps  you're  wondering  why  our 
system  works?  Well,  it  works  because  it's 
a  completely  different  approach,  based 
on  totally  new  concepts. 

But, also  because  it's  simple,  practical, 
and  self-tailoring.  You  could  start  next 
week— and  do  it  without  strain,  confu- 
sion or  worry. 

But,  there  is  one  catch!  You  won't  be 
a  success  if  you  use  old  methods  for 
dealing  with  recruiters  &  agencies,  for 
answering  ads  &  sending  out  letters,  for 
handling  interviews  &  negotiating  salary 

To  make  more  money  without  a  hassle , 
youTl  have  to  be  willing  to  change.  You'll 
also  have  to  follow  our  system,  have  an 
open  mind  &  have  faith  in  yourself. 

However,  do  this  and  a  better  life  will 
be  yours! 

m  With  our  system,  whatever  you  seek— 
a  better  job,  a  new  career,  higher  pay, 
more  satisfaction,—/  believe  nothing  can 
stop  your  success.' 

Not  age,  sex,  education,  or  even  low 
earnings  or  past  working  history. 

Personnel  Magazine  said  we  have  a 
"breakthrough. " 

Business  Week  devoted  a  full  page 
article  and  called  it  "indispensable. " 

The  National  Public  Accountant  even 
said  it  was  "capable  of  catapulting  any 
average  person  into  a  position  offering 
much  greater  rewards. " 

However,  your  best  proof  of  our  sys- 
tem is  that  we've  already  received  thou- 
sands of  letters  from  grateful  customers. 

Letters  like  one  from  a  gentleman  in 
California  who  wrote:  "In  4  weeks  I 
changed  jobs  and  raised  my  salary  33%! 
I  wish  I  had  it  10  years  ago!" 

Another  man  from  New  York  said  "/ 
used  one  of  your  letters,  sent  24  out, 
and  got  13  interviews  and  3  job  offers'" 


Still  another  from  California  said  "In 
just  1 1  days  I  received  an  offer  of  $7,000 
more!  " 

I  know  this  sounds  almost  too  easy 
and  I  can't  promise  that  you  will  do  as 
well.  But,  then  again  you  may  do  better! 

Even  the  largest  business  magazine  in 
the  U.S.,  Nation's  Business,  said  our 
materials  were  "incredibly  effective. " 

Now,  if  you're  serious  about  wanting 
to  move  up,  then  I  know  that  our  system 
is  something  you've  got  to  have! 

In  fact,  I'm  so  convinced  that  you'll 
agree  that  it's  worth  hundreds  of  times 
the  cost,  that  111  make  sure  you  have 
nothing  to  lose. 

First  of  all,  when  your  order  arrives, 
we'll  ship  within  24  hours.  No  delays! 

Secondly,  you  can  examine  our  sys- 
tem for  10  days. 

Third, if  at  the  end  of  that  time  you  are 
dissatisfied,  return  it,  &  I  personally  guar- 
antee your  100%  refund  will  be  mailed  in 
3  working  days— with  no  questions  asked! 

To  let  me  prove  everything  I've  said, 
and  to  take  advantage  of  this  nothing-to- 
lose  offer,  just  fill  in  and  mail  me  the 
coupon  below. 

Performance  Dynamics  Inc.  fb 

Attn:  Mr.  Robert  Jameson,  President 
17  Grove  Avenue 
Verona,  New  Jersey  07044 

Dear  Mr.  Jameson: 

Your  offer  sounds  great!  Please  rush  me 
your  Professional  Job  Changing  System 
right  away,  but  on  one  condition.  I  under- 
stand I  may  examine  it  for  10  days,  &  if  at 
the  end  of  that  time  I  return  it,  you  will 
mail  my  full  refund  within  3  working  days, 
with  no  questions  asked.  On  that  basis, 
here's  my  $10,  plus  .50  for  postage  and 
handling. 

D  Enclosed  is  my  check  or  money  order 
D  Chg.  Bank  Amer.   □  Chg.  Amer.  Expr. 
D  Chg.  Master  Chg.    D  Chg.  Oiners  Club. 


Acct.  § 


Exp.  Date 


Name 


Street 


City                             State                        Zip 
Please  note:  Shipment  is  via  parcel  post.  For 
spec.  del.  add  $1.50;  for  U.S.  air  add  $3  50, 
for  fgn.air  add  $7.00 

|  New  Jersey  residents  add  sales  tax  |  —  ■ 


Mr.  Jameson 's  ideas  have  been  the  subject  of  more  than  five  hundred  articles,  ranging  from  600  words  in  Business  Week  to  3,000  words  in  Chicago 
Today.  This  material  has  also  been  nationally  advertised  in  leading  media  including  The  Wall  Street  Journal,  Scientific  American,  Nation 's  Business, 
Signature,  The  New  York  Times,  Newsweek  International,  The  Los  Angeles  Times,  American  Scientist,  Income  Opportunities,  Time,  Specialty 
Salesman,  Success  Unlimited,  Chemist,  The  Army  Times,  New  York,  The  Chicago  Tribune,  True  &  others.     ©  1974  Performance  Dynamic*,  Inc. 


HE  $54,000 


MICE  AINT  NICE.  A  large  motor  control  center  can  be  the  target  of  a  costly 
accident.  When  a  curious  mouse  scurried  across  some  live  terminals,  he  de- 
stroyed this  entire  unit.  The  cost:  $54,000.  Newly  developed  ground  fault  relays 
could  have  considerably  reduced  the  loss.  As  for  the  mouse,  an  inexpensive 
mousetrap  and  a  piece  of  cheese  could  have  done  the  job. 


All  it  takes  to  zap  a  480  volt  motor 
control  center  is  a  furry  little  beast 
with  an  ounce  of  curiosity.  It's  the 
kind  of  potential  loss  that's  rarely 
seen  or  thought  about  by  most  risk 
managers  and  other  executives 
responsible  for  loss  prevention  and 
conservation  of  assets. 

One  of  our  jobs  is  to  help  make 
you  aware  of  sources  of  potential 
equipment  failure  in  your  plant. 
Then  to  help  prevent  losses,  or  at 
least  reduce  the  risk  of  loss,  through 
diagnosis  and  preventive  techniques. 

Insuring  heating,  cooling,  power 
producing  equipment,  and  other 
machinery  is  all  we  do.  We're  the 
most  experienced  boiler  and  machin- 
ery insurance  company  in  the 
business.  We  inspect  for  our  own 
protection,  of  course,  but  you  benefit 
too.  Nobody  wants  an  accident. 
Call  us.  Before  it's  too  late. 

In  Atlanta,  call  Pete  Peterson;  in 
Baltimore,  Bill  Finlay;  in  Boston,  Jack 
Flodin;  in  Chicago,  Dave  Carlson; 
in  Cincinnati,  Fred  Voges;  in  Cleve- 
land, Bill  Stewart;  in  Denver,  John 
Cline;  in  Detroit,  Russ  Driscoll;  in 
Hartford,  Jim  Miller;  in  Houston,  Otto 
Postma;  in  Los  Angeles,  Walt  Durell; 
in  Minneapolis,  John  Arenz;  in 
New  Orleans,  Bob  Greeson;  in  New 
York,  Jim  Thompson;  in  Philadelphia, 
Bill  Mount;  in  Pittsburgh,  Chuck  Fry- 
in  St.  Louis,  Bernie  O'Connor;  in 
San  Francisco,  Jim  Baas;  in  Seattle, 
Charlie  Marsh;  in  Syracuse,  Dick 
Fish.  Let's  talk. 


GALL  US  BEFORE  FT  HAPPENS. 

HARTFORD  STEAM  BOILER 

INSPECTION  AND  INSURANCE 

Home  Office:  56  Prospect  Street,  Hartford,  Connecticut  06102 

In  Canada:  The  Boiler  Inspection  and  Insurance  Company  of  Canada;  Head  Office:  Toronto 
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Westinghouse  today 


14  specialized  service  skills 
grow  into  big  business. 

A  75-man  Westinghouse  crew  has  just  inspected  and 
reconditioned  the  electrical  equipment  that  powers  a 
large  steel  mill  in  Indiana. 

They're  part  of  an  industry  service  organization 
of  over  6,000  people  with  60  repair  plants  and  80 
field  engineering  locations  domestically,  and  14 
international  locations.  Here's  what  they  do: 

1 .  Install  electrical  equipment. 

2.  Start  up  your  plant. 

3.  Maintain  machinery,  instrumentation,  electrical 
systems  under  contract. 

4.  Train  your  installers,  maintenance  men, 
repairmen,  operations  crews. 

5.  Make  engineering  studies  of  noise,  energy  con- 
servation, electrical  usage. 

6.  Manage  orcoordinate  projects,  provide  drawings. 

7.  Analyze  and  correct  vibration. 

8.  Field-test  controls,  instrumentation,  electrical 
apparatus. 

9.  Optically  align  large  mechanical  systems. 

10.  Repair  bent  shafts,  broken  castings,  heavy 
machinery. 

1 1 .  Repair  electric  apparatus. 

12.  Modernize  equipment. 

13.  Relocate  large  equipment. 

14.  Troubleshoot. 

If  you're  long  on  jobs  that  need  doing,  but  short 
on  specialized  skills  and  equipment  to  do  them — call 
Westinghouse. 
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Briggs 


Sincerity  Bordering  On  The  Unscrupulous 

A  Harris  poll  'couldn't  have  been  more  clear:  63%  of  the  American  peo- 
ple in  favor  of  building  more  nuclear  power  plants;  only  19%  against;  another 
18%  not  sure.  And  yet  nuclear  power  development  is  being  slowed— and 
may  yet  be  stopped— by  the  determined  opposition  of  a  sometimes  fanatical, 
sometimes  cynical,  sometimes  sincere  coalition  of  antinukes. 

In  the  article  that  begins  on  page  20  ("Don't  Confuse  Us  With  Facts") 
Staff  Writer  Jean  Briggs  of  Forbes'  Los  Angeles  Bureau 
describes  in  detail  how  the  nuclear  power  industry  has 
long  since  managed  to  meet  most  of  the  genuine  objec- 
tions that  have  been  raised  by  the  antinuclear  propa- 
gandists ("antinukes,"  in  the  lingo  of  the  industry). 
She  shows  the  overwhelming  economic  and  national  im- 
portance of  proceeding  promptly  with  the  building  of 
more  U.S.  nuclear  power  plants.  Nevertheless,  Briggs 
reports  that  the  antinuclear  campaign  rolls  on  seeming- 
ly unaffected,  even  stooping  to  fill  the  mails  with  pic- 
tures of  deformed  children. 

The  antinukes  are  sharp  propagandists.  They  ap- 
parently timed  release  of  an  antinuclear  petition  by  a 
group  of  scientists  to  take  some  steam  out  of  the  Harris  poll's 
pronuclear  findings.  One  of  our  leading  newspapers— it  should 
have  known  better,  considering  its  reputation— last  month  ran 
the  following  prominent  head:  "2,300  Scientists  Petition  U.S. 
to  Reduce  Construction  of  Nuclear  Power  Plants."  Nowhere 
in  the  story  did  the  reporter  mention  that  many  thousands 
of  other  scientists  favor  nuclear  power.  The  newspaper  article 
simply  summarized  the  antinuclear  arguments,  giving  no  re- 
buttal or  hint  of  rebuttal.  If  this  kind  of  press  coverage  is 
typical,  the  American  people  may  be  badly  misled. 

The  situation  calls  to  mind  an  earlier  episode  in  American 
history,  the  passage  of  the  18th  (Prohibition)  Amendment 
and  the  Volstead  Act.  Here  was  a  clear  case  of  an  extremist 
pressure  group,  driven  not  by  the  urge  for  gain  but  out  of 
conviction,  foisting  its  views  on  the  American  people. 

The  Anti-Saloon  League  didn't  have  a  Ralph  Nader— as  the 
antinukes  do.  But  in  Wayne  Wheeler  they  had  a  smart,  tire- 
less, militant  chief  lobbyist.  Wheeler  had  so  much  political 
clout  that  President  Woodrow  Wilson,  a  "wet,"  was  forced 
to  negotiate  directly  with  him.  Some  of  Wheeler's  political 
pressure  tactics  have  become  classics.  The  League  was  the 
first— and  probably  most  successful— organized  public  arm- 
twisting  effort  in  congressional  history.  The  Anti-Saloon  equiv- 
alent of  deformed  children  was  a  poster  reading  "Defective 
Children  .  .  .  Alcoholization  of  Fathers"  ["Father,  dear 
father,  come  home  with  me  now."].  Wheeler  had,  as  his 
sympathetic  biographer  concedes,  "a  passionate  sincerity  that  bordered 
on  unscrupulousness." 

That's  a  pretty  fair  description  of  what  the  nuclear  power  industry  is  up 
against  today:  sincerity  bordering  on  unscrupulousness.  Certainly  the  anti- 
nukes aren't  crooks.  Most  of  them  are  sincere.  But  we  happen  to  think  that 
they  are  wrong,  and  we  worry  lest  they  foist  their  views  on  a  reluctant 
American  people.  It  would  be  too  bad  to  ban  nuclear  power  in  a  stupid 
historical  detour  like  Prohibition.  ■ 


Nader 


Wheeler 


Heat  Transfer 

PROBLEM  SOLVERS 

at  Young  Radiator 


YOU  CAN  DEPEND 
ON  THEM! 

And  Young  is  increasing  its  margin  of  de- 
pendability in  the  Heat  Transfer  Field  . . . 
with  new  offices  and  plants  in  Racine, 
Wisconsin  and  Centerville,  Iowa  . . .  major 
additions  at  Mattoon,  Illinois  ...  the  latest 
in  computerization  and  new  manufacturing 
control  systems.  Call  or  write  if  we  can 
be  of  service. 

Radiators  •  Heat  Exchangers 
Oil  Coolers  •  Unit  Heaters 

YOUNG  RADIATOR  COMPANY 


y 


2825  Four  Mile  Road, 
Racine,  Wisconsin  53404 

TELEPHONE:  414-639-1011 


The  Horchow 

Sports 

Collection 

A  catalogue  collection 

of  fine,  unique  sports 

accessories  and 

clothing. 


Call  toll-free,  800-527-4535,  or  in 

Texas,  call  collect,  214-233-9541, 

to  receive  our  catalogue  at  no 

cost  to  you. 

You'll  also  receive  The  Horchow 
Collection  Christmas  Book  1975, 
filled  with  wonderful  gift  selections. 

HORCHOW 


COLLECTION® 

P.O.  Box  34257,  Dept.  01427 
Dallas,  Texas  75234 


Trends  &Tangents 


Foreign 


Money  Isn't  Everything 

The  island  of  Bahrein  in  the  Per- 
sian Gulf  is  rich  in  oil  and  therefore 
in  money,  but  it  does  have  one  im- 
portant shortage:  husbands.  Bahrein's  < 
health  ministry  reported  after  a  recent 
survey  that  28,500  women  between 
15  and  24  will  be  looking  for  hus- 
bands in  the  next  decade,  but  they 
will  have  nothing  like  that  number  of 
bachelors,  divorced  men  or  widowers 
of  marriageable  age  to  choose  from. 
The  ministry  noted  that  the  result 
could  well  be  a  revival  of  polygamy, 
though  it  deplored  the  prospect. 

North-Woods  Pile 

Minis  may  soon  be  in  fashion  once 
again— minireactors,  that  is.  The 
Swedish  Ministry  of  Industry  has  au- 
thorized a  $6.8-million  program  to 
study  the  use  of  minireactors,  not 
for  producing  electricity  but  for  mu- 
nicipal district  heating.  Both  their  en- 
ergy output  and  cost  would  be  only 
one-tenth  that  of  conventional  nu- 
clear power  reactors. 

India's  "Respite" 

To  everyone's  surprise,  India's  fer- 
tilizer bill  promises  to  ease  consider- 
ably this  year.  Internationally,  last 
year's  soaring  prices  and  tight  sup- 
plies have  given  way  to  ample  sup- 
plies and  somewhat  lower  prices. 
Locally,  there  has  been  some  increase 
in  production.  But  drought  in  some 
areas,  distribution  problems  in  others 
and  above  all  prices  still  far  beyond 
the  reach  of  most  Indian  farmers  have 
brought  a  decline  in  effective  demand. 
Consequently,  major  U.S.  fertilizer  ex- 
porter ACLI  International  estimates 
that  India's  imports  of  400,000  tons 
to  500,000  tons  of  fertilizer  this  year 
will  carry  over  into  1976. 


Business 


Optimum  Optics 

A  microscope  that  now  needs  six 
lenses  may  in  the  future  need  only 
one,  thanks  to  a  technique  developed 
by  Professor  Duncan  Moore  of  the 
University  of  Rochester  in  coopera- 
tion with  Bausch  &  Lomb.  Moore's 
method  diffuses  microscopic  silver  in- 
to glass,  so  the  amount  that  light  rays 
bend  varies  across  the  lens.  By  con- 
trolling the  amount  of  silver,  Moore 
can  control  the  focus  of  the  lens.  With 
certain  adjustments,  such  as  chang- 
ing the  lens  curvature,  fewer  lenses 
are     required.     Now,     grinding     and 


polishing  the  surfaces  of  a  set  of 
lenses  accounts  for  60%  of  the  cost  of 
a  lens  system,  such  as  those  used  in 
high-quality  cameras,  binoculars,  tele- 
scopes and  microscopes. 

Peek-A-Zoo 

A  closed-circuit  TV  in  New  York 
City's  Central  Park  Zoo  seems  to  have 
effectively  halted  attacks  on  other 
animals  by  homo  sapiens.  A  small 
Long  Island  company,  Sperry- Vision, 
donated  the  necessary  equipment  last 
May  after  the  death  of  a  deer  and 
injury  to  four  others  stirred  a  public 
demand  for  better  zoo  security.  The 
system  scans  a  180-degree  area  in- 
cluding the  zebra,  deer,  lion,  gorilla 
and  bird  houses  and  the  seal  pool. 


Big  Buyer 

California  plans  to  go  into  the  drug 
business  next  year  to  cut  back  on  the 
projected  $128.5  million  cost  of  Medi- 
Cal  drugs.  Competitive  bulk  buying  of 
the  150  drugs  that  account  for  70% 
of  all  Medi-Cal  prescription  dollar 
volume  could  reduce  the  price  by 
40%,  for  savings  of  $5  million  to  $15 
million  a  year.  Although  the  state 
would  own  and  store  the  drugs,  as 
well  as  contract  with  wholesalers  for 

heir  distribution,  pharmacists  will 
keep    getting   the    current    $2.42    fee 

or  filling  each  prescription.   ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  □  1  year  $15.00 
□  3  years  $30.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  orders, 
add  $4  a  year;  other  foreign,  add  $9 
a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 


(please  print) 


New  Address: 


City 


State 


Zip 


F-4826 
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Batch  is  a  bitch. 


Batch  may  be  an  adequate  way  to  process 
/our  data  if  all  you  re  doing  are  conventional  jobs 
ike  payroll  or  cost  accounting. 

But  when  you  get  into  operational  jobs  like 
product  distribution  and  manufacturing  control, 
its  going  to  present  some  problems.  Because  batch 
processing  produces  reports  periodically.  So  it  tells 
you  the  way  things  used  to  be,  not  the  way  they  are 
right  now.  Instead  of  giving  the  specific  information 
you  need,  it  gives  you  reams  of  printout  that  you 
have  to  wade  through.  And  you  can  tget  updated 
information  until  the  next  timeyour  job  is  scheduled 
to  run. 

Which  is  why  World  Tableware  International 
decided  to  pull  out  it  s  batch  computer  and  bring 
in  a  Data  General  computer. 

Each  department  works  directly  with  our 
computer.  And  it  works  directly  for  them  process- 
ing orders,  inventory,  billings  and  receivables  in  line, 
as  the  business  activity  flows. 

And  because  the  computer  participates  in  the 
work  each  department  does,  the  data  in  the 
computer  is  always  up-to-date.  So  it  always  puts 
out  up-  to-  date  reports  whenever  the  people  who 
need  the  reports  need  them. 


And  anytime  they  want  to  know  the  status  of  a 
specific  job,  they  can  just  ask  the  computer.  Instead 
of  making  them  search  through  reams  of  printout, 
it  tells  them  just  what  they  want  to  know. 

World  Tableware  found  our  computer  not 
only  easier  to  use,  but  also  able  to  pay  for  itself 
within  two  years. 

A  Midwest  automotive  parts  distributor 
brought  in  a  Data  General  computer  so  it  could 
get  up-to-the-minute  inventory  control  and 
promptly  cut  it  s  inventory  carrying  costs  by  40%. 

A  member  of  the  New  York  Stock  Exchange 
installed  one  of  our  computers  to  instantly  analyze 
and  compare  the  quality  of  thousands  of  bonds. 
And  during  the  first  week  of  operation  our  com- 
puter helped  make  a  sale  that  completely  paid  for 
the  computer. 

(Not  all  our  installations  pay  off  like  that,  but 
its  nice  to  know  it  can  happen. ) 

Over  15,000  Data  General  computers  are 
being  used  to  directly  support  operations.  Sixteen 
examples  can  be  found  in  our  brochure, 
"The  Sensible  Way  to  Use  Computers."  j%£?%££ii 

W'iteforit. 

And  stop  all  that  batching. 


DataGeneral 


4.  Data  General,  Dept.  IF,  Route  9,  Southboro,  Mass.  01772  (617)  485-9100.  Data  General  (Canada)  Ltd.,  Ontario. 
Data  General  Europe,  15  Rue  Le  Sueur,  Pans  75116,  France.  Data  General  Australia,  Melbourne  (03)  82-1361  /Sydney  (02)  908-1366. 


M3K6  :    3  WlSh...  If  it's  for  the  ideal 

Resort-Convention  Hotel... for  your  sales 
meeting  —  convention  —  exhibit  —  incentive 
group  or  executive  board  conference... our 
"Jeanie"  will  rub  her  magic  lamp  at  the... 

Las  Vegas' Distinguished  Resort-Convention  Hotel 

James  G   Abraham,  General  Manager 

Jim  Jalet,  Director  of  Sales  and  Marketing, 

Aladdin  Hotel,  Las  Vegas,  Nevada  89109 

Toll  free  (800)  634-3424  or  phone  collect:  (702)  736-0111 

(Ask  for  our  new  48-page  deluxe  convention  book- 
use  it -and  make  your  wish  come  true!) 

$50  million  expansion  .  .  .  completion:  June  1,  1976 


20-Story  "Tower  of  Majesty" 


For  sale  or  trade:  vast  tracts  of  land 

ideal  for  development  or  speculation, 

owned  by  Champion  Realty  Corporation 

a  subsidiary  of 
Champion  International  Corporation 

Now  the  opportunity  to  make  substantial  investments  in  prime  real  estate  is 

available  to  large  corporate  and  individual  investors.  Lands  previously  held  as 

timber-producing  properties  and  now  considered  of  greater  real  estate  value 

are  being  offered  for  sale  or  trade  by  Champion  Realty  Corporation,  a 

wholly  owned  subsidiary  of  Champion  International  Corporation.  Ideal  for 

development  or  speculation,  these  tracts  of  land  being  offered  are  chiefly 

concentrated  in  or  near  the  metropolitan  area  of  Houston,  Texas  within 

primary  growth  patterns  of  the  city  and  are  also  located  along  the  scenic  Oregon 

coast,  in  the  White  Mountains  of  New  Hampshire,  the  Blue  Ridge-Great 

Smoky  Mountains  of  North  Carolina,  Northwest  of  New  Orleans,  Louisiana, 

South-Central  Virginia,  and  in  the  city  of  San  Jose,  California.  Agents  and 

principals  are  invited  to  request  a  full  description  of  these  properties. 

Call  or  write  today. 

Kor  a  brochure  describing  thetc  properties  In  detail,  call  or  write  toda;. 

Champion  Realty  Corporation 

A  subsidiary  of  Champion  International 
2700  South  Post  Oak  Road.  Suite  2480,  Dept.  I.  Houston,  Texas  U.  S.  A.  77027 


Readers  Say 

That  Incongruous  Photo 

Sib:  Re  the  apparent  incongruity  of 
the  Japanese  Premier  being  assailed 
while  his  honor  guard  looked  on  in 
stoic  attention  (Fact  6-  Comment, 
Aug.  1).  I  hope  our  own  Marine  hon- 
or guards  would  behave  in  like  man- 
tier  under  similar  circumstances.  The 
Japanese  honor  guards  were  not  there 
to  furnish  protection.  In  such  a  situa- 
tion an  undisciplined  group  of  men 
rushing  "to  the  rescue"  could  actually 
do  far  more  harm  than  good,  par- 
ticularly when  the  assailant  is  already 
under  restraint. 

—  Milton  Vogler 
Cleveland  Heights,  Ohio 

Sir:  When  the  mission  of  his  unit 
involves  the  safety  of  a  government 
official,  a  Marine  would  certainly 
place  the  protection  of  that  official 
above  maintaining  an  orderly  forma- 
tion. Good  judgment  is  a  quality 
which  should  be  enhanced,  not  elim- 
inated, by  good  discipline. 

—Louis  H.  Wilson 

General,  U.S.  Marine  Corps, 

Commandant  of  the  Marine  Corps 

Washington,  D.C. 

Out  Of  Date 

Sir:  The  reference  to  me  in  your 
Abu  Dhabi  article  (Aug.  I)  as  tall 
and  trim  is  flattery,  and  your  reference 
to  that  air  of  authority  that  once 
cowed  the  natives  is  good  clean  fun 
but  a  little  bit  out  of  date.  Most  vet- 
eran ex-colonial  or  ex-imperial  cavil 
servants  who  are  still  in  business 
spent  the  most  interesting  years  of 
their  careers  not  in  commanding  but 
in  handing  over  power  or  working  for 
newly  independent  governments.  This 
is  certainly  true  in  my  case.  I  was  the 
only  non-Pakistani  Deputy  Commis- 
sioner in  the  West  Punjab  on  Inde- 
pendence Day  in  August  1947  and 
was  for  many  years  the  last  serving 
non-African  permanent  secretary  in 
the  Kenya  government,  having  stayed 
on  at  the  personal  request  of  Mr, 
Jomo  Kenyatta, 

—J. II.  Bum  n 

Director  General  of  Finance, 

Government  of  Abu  Dhabi 

United  Arab  Emirates 

Bill  Us  More  Often! 

Sin:     He    your    editorial     (Aug.     I  | 

concerning  TWA's  decision  to  bill 
Universal  Air  Travel  Plan  accounts  on 
a  twice-monthly  basis.  The  statement 
in  our  letter  announcing  the  change 

that  "many  accounts  have  requested 

more  frequent  billing"  was  true.   The 

ontinued  <>"  pagt  '> '  I 
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'The  controller  said/Rent  from 
Budget, whenever  possible' 
Nuts  to  him,  I  thought." 

"Imagine,  putting  me  in  a  Budget  Rent  a  Car.  Me,  the  guy 
who  always  rents  from  Hertz!  To  my  surprise,  everything 
was  great.  Clean  car,  full  tank  of  gas,  and  right  at  the 
airport.  And  I  saved  $10.64.  Here's  how:  My  Budget  Vega 
cost  only  $14.95  a  day,  and  I  drove  from  Philadelphia  to 
Atlantic  City  and  back  (120  miles).  Hertz  would  charge 
$25.59*  for  the  same  trip  and  for  the  same  kind  of  car.  Of 
course,  you  pay  for  the  gas  you  use  in  both  cases. 

"I  guess  the  controller  was  right.  Budget  rents  the  same 
kind  of  cars,  gives  the  same  service  and  we  all  save  money." 


The  difference  is  the  dollars  you  save. 


Chevy  Vega  or  similar  car. 

Pay  only  for  the  gas  you  use. 

At  participating  airport  locations. 


95 

per  day 
No  Mileage  Charge! 

Budget  rents  Monte  Carlos,  Novas  and  other  fine  cars 
at  comparable  low  rates. 

Budget 


•Verified  by  Official  Airline  Guide,  July   1,  1975. 


Now ...  for  Sears  customers:  Budget  Rent  a  Car 
operates  authorized  Sears  Rent  a  Car  Distribution  Centers 
at  most  Budget  locations. 


rent  a  car 


A  Transamerica  Company 


Sears 


Rent 
a  Car 


For  reservations,  call  toll  free 

800-228-2800 

(In  Nebraska  can  1-800-642-9922) 


For  Super  Rez®toll  free  reservations  anywhere  in  the 
U.S.,  Canada  and  worldwide  call: 

800-228-9650 


(In  Nebraska,  call:  1-800-642-9910) 


For  information  about  money  saving  commercial  accounts  program,  call  Director  of  Corp-Rate  Sales  collect  312-641-0424. 


mm 
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■ 


A  leader  in  property- casualty  insurance  on  this  planet. 


■ 


Group  of  Insurance  Companies 

ioo  Wiiliam  Street,  New  York,  N.Y.  10038 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


LET'S   HOPE  HE  BECOMES   THE  HERO  HE  CAN  BE 


James  Lynn. 

Chances  are  most  businessmen,  along  with  the  rest  of 
the  country,  have  never  heard  of  him.  James  Lynn  is  Di- 
rector of  the  Office  of  Management  &  Budget,  and  Presi- 
dent Ford  has  given  him  the  responsibility 
of  seeing  that  federal  departments  and  agen- 
cies supply  estimates  of  what  any  and  all  new 
rules  and  regulations  they  may  institute  will 
cost  those  that  must  comply  with  them. 

The  mind  reels  at  the  impact— if  enforced— 
that  this  single  order  can  have  on  forcing  the 
application  of  common  sense  and  economic 
sense  to  a  situation  now  sorely  lacking  both. 

Imagine   if   each    complicated,    extensive   bit   of   addi- 
tional   information,    now    requested    from    businesses    by 


cost  and  then  weighed  against  possible  value! 

Who  doesn't  want  a  pollutionless  environment?  Who 
doesn't  want  products  totally  safe  for  use  and  from  abuse 
under  all  imaginable  conditions?  Who  doesn't  want  to- 
tally safe  working  conditions,  with  inspectors 
everywhere  to  be  sure  there's  no  banana  peel 
on  the  factory  floor  or  the  city  sidewalk? 

At  some  point,  though,  the  economics  of 
achieving   such   a   millennium   will   preclude 
making    anything,    providing    any    services. 
Such  a  millennium,  of  course,  would  mean  no 
jobs,  no  income,  no  economy,  no  nothin'. 
Go  to  it,  Mr.  Lynn. 
If  you  succeed  in  having  the  Feds  supply  remotely  ac- 
curate cost  estimates  to  be  balanced  on  the  scale  against 


federal   regulatory    agencies   with   blithe   frequency,    first       the  possible  value,  that  will  be  a  real  millennium, 
had  to  be  evaluated  as  to  what  the  compliance  would  And  make  you  a  real  hero. 

HURRAH  FOR  GOING  BACKWARDS 


Just  a  decade  ago  Forbes  commented  here  on  the 
prairie  fire  growth  of  corporate  name-changing,  suggest- 
ing that  much  of  it  was  dumb.  "It's  getting  to  be  that 
one  can't  have  a  corporation  without  changing  its  name 
to  initials.  .  .  .  Contractions  also  seem  to  be  in  vogue.  But 
somebody  ought  to  suggest  to  some  of  these  name  chang- 
ers that  there  is  great  value  in  a  long-established  proper 
name.  .  .  ." 

Five  years  ago  we  observed,  "With  all  the  diversifica- 
tion  and  conglomeration,   corporate   name   changes   have 


been  too  numerous  to  remember,  and  often  too  confusing 
for  people  to  be  bothered  trying.  .  .  .  what  a  shame 
and  often  what  a  waste  of  old  name  and  reputation  has 
resulted  ..." 

What  a  happy  thing  to  find  that  CPC  International's 
U.S.  Industrial  division  is  now  being  restored,  in  name,  to 
its  original— none  other  than  that  respected  old  American 
firm,  Corn  Products.  And  how  comforting  to  have  back 
from  the  contraction  Marlennan,  an  old  friend,  the  long-es- 
teemed insurance  brokerage  firm,  Marsh  &  McLennan. 


OUR  PRESIDENT   SHOULD  BE  IN  THE   SWIM 


A  President  probably  gets  as  much  (or  more)  foolish 
advice  as  good  advice.  His  principal  job  lies  in  being  able 
to  tell  the  difference. 

On  the*  subject  of  a  White  House  swimming  pool,  Mr. 
Ford  has  displayed  proper  discernment.  He  likes  to  swim; 
he  used  to  swim  regularly;  he  practically  needs  to  swim, 
so  why  shouldn't  he? 

There  are  those  around  him  who  felt  that  putting  in  a 
pool    might   cost   him    votes.    If   that's    an   issue    in    '76, 


he  should  win  in,  er,  a  crawl.  He's  been  able  often  enough 
to  get  into  deep  water  and  has  learned  that  the  only  way 
to  survive  in  that  situation  is  in  being  able  to  swim. 

Come  to  think  of  it,  maybe  he  didn't  have  to  build  a 
new  pool.  Wasn't  the  old  White  House  indoor  pool  cov- 
ered over,  by  Nixon,  with  the  White  House  Press  Center? 
How  about  having  a  plumber  saw  almost  through  the  sup- 
porting beams,  and  then  Mr.  Ford  could  call  a  crowded 
press  conference  there.  .  .  . 
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FORBES  FINDS  FOR  NUCLEAR  POWER 

It's  important  that  you  read  the  article  "Don't  Confuse      you   do,   it  is  important  to  Spread  The  Word,  because 
With  Facts"  on  page  20  of  this  issue.  continuing  delay  in  nuclear  power  development  contributes 

1   think  you  will   agree  with   the   conclusions   and,   if      dangerously  to  the  crippling  of  our  country. 

METRICS   ARE  A'COMING 


As  we  pointed  out  a  while  back, 
the  United  States  is  going  to  have  to 
join  the  rest  of  the  world  in  measur- 
ing and  weighing  by  the  uniform  in- 
ternational yardsticks  of  meters  and 
kilos.  We're  inching  along  in  this  di- 
rection, and  slow  progress  is  probably 
just  as  well.  For  those  many  of  us  who  find  new  math 
incomprehensible,  it  will  take  years  to  forget  feet  and 
miles,  quarts  and  gallons. 


M0RR1ST0WN 

13    MILES 


21    KILOMETERS 


New  Jersey's  Highway  Depart- 
ment is  testing,  on  a  miniscule  scale, 
a  marvelous  way  to  feed  the  New 
Way  to  us  in  soupcon  doses.  Among 
the  state's  thousands  of  highway  road 
signs,  they've  put  up  five  similar  to 
the  one  here  illustrated. 
I  hope  not  too  many  accidents  result  from  drivers  taking 

their  mind  off  their  driving  as  they  attempt  to  figure  out 

how  many  kilometers  there  are  in  a  mile. 


44 


JAWS 


99 


Talk  about  business  successes— there  are  no  greater  in- 
stant money  machines  than  those  occasional  smash-hit 
movies.  This  one  could  take  in  a  couple  of  hundred  million 
dollars,  at  least  half  or  more  of  it  "net." 

It's  hard  to  explain  why  Jaws  is  such  a  hit,  but  I  chal- 


lenge you  to  see  it  and  not  be  on  the  edge  of  your  seat. 
It  scares  viewers  half  to  death.  Maybe  psychologists  can 
guess  why  millions  will  pay  $millions  to  see  and  give  them- 
selves a  nightmare.  This  movie's  enough  to  bloody  well  cut 
beach  swimming  in  half. 


HAVE  YOU  EVER  READ  OF  SUCH  A  HOSPITAL  STAY? 


Recently,  one  of  our  long-time  colleagues  was  hospital- 
ized, and  in  a  note  thanking  his  associates  for  their  flowers 
and  cards,  he  wrote,  "I  am  feeling  fine.  The  food  is  good. 
The  attention  delightful.  And  the  nurses  pretty.  If  the 
prices  weren't  so  high,  I'd  stay  longer." 

The  hospital  so  uniquely  recommended— NYC's  Roose- 
velt Hospital. 


Incidentally,  showing  you  care  to  the  hospitalized  you 
do  care  about  provides  greater  joy  to  the  recipient  than 
one  might  imagine.  On  a  hospital  bed  there's  more  time 
for  thought,  and  the  circumstances  are  more  conducive  to 
thinking  than  elsewhere.  It's  often  a  warming  surprise  to 
learn  from  card,  note  or  other  wee  gesture  that  someone 
or  several  went  to  the  effort. 


NOTES   FROM   SOME   SUMMER   READING 


Bronzes  of  the  American  West,  by  Patricia  Rroder 
(Abrams,  $35).  A  bonanza  for  the  growing  number  of 
Americans  who  are  absorbed  by  the  colorfully  vital  part 
the  West  played  in  the  Making  of  America.  The  people, 
the  life,  the  traditions  leap  to  life  from  these  pages  of 
sculptures  that  have  never  been  brought  together  before, 
and  in  such  focus. 

Burr,  by  Gore  Vidal  (Random  House,  $8.95).  This  best 
seller  "rehabilitates"  one  of  our  most  controversial  post- 
Revolutionary  politicians  at  the  expense  of  history's  favor- 
ites, Thomas  Jefferson  and  Alexander  Hamilton.  Vidal's  a 
deft  devastater  but  the  book's  more  readable  than  con- 
vincing (see  "Other  Comments") . 

The  Wanderers,  by  Richard  Price  (Houghton  Mifflin 
Co.,  $5.95).  A  tough,  convincing  portrayal  of  what  makes 
Big  City  gangs  tick.  Peer  pressure  and  brutal  pops  have 
more  to  do  with  it  than  poverty. 

FROM   HIGH   ALTITUDES 

and  high-'n'-mighty  attitudes,  dizziness  results. 


Dreiv  Pearson  Diaries  1949-1959,  edited  by  Tyler  Abell 
(Holt,  Rinehart  &  Winston,  $15).  For  the  last  decades  of 
his  life,  no  journalist  had  more  impact  on  this  country's 
public  men  and  public  affairs.  This  is  an  absorbing,  can- 
did, intimate  daily  tape— with  no  gaps. 

The  Giving  Tree,  by  Shel  Silverstein  (Harper  &  Row, 
$3.95).  It  takes  two  minutes  more  or  less  to  "read"  this 
evocative,  provocative  volume.  The  jacket  says  the  book 
is  for  all  ages,  and  the  moral  or  multiple  morals  that 
emerge  may  vary  with  one's  years. 

Hour  of  Gold,  Hour  of  Lead,  by  Anne  Morrow  Lind- 
berg  (Harcourt  Brace  Jovanovich,  $7.95).  This  one  of 
the  author's  "diaries  and  letters"  covers  her  engagement, 
marriage,  world  flights  with  her  hero  husband  and  the 
tragic  kidnapping  of  their  first-born  son.  Warm,  poignant 
pages  by  a  gentle  and  perceptive  lady  (sec  "Other 
Comments") , 

THE   ULTIMATE   HIGH 

A  man's  abilities  equalling  liis  opinion  ol  'em. 
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-Malcolm  S.  Forbes. 


Other  Comments. 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.— M.S. F 


Does  It  Make  Sense? 

.  .  .  The  question  is  not  whether  we 
want  to  do  something  about  noise  and 
safety,  but  whether  making  changes 
in  our  regulations  would  make  sense 
in  terms  of  costs  and  added  benefits 
gained.  For  example,  is  it  worth  as 
much  as  $30  billion  a  year  of  con- 
sumers' dollars  to  reduce  the  level  of 
occupational  noise  exposure  by  ap- 
proximately five  decibels? 

Have  airbags  been  proven  sufficient- 
ly cost-effective  for  us  to  require  their 
installation  in  all  cars  at  between 
$100  and  $300  for  each? 

All  too  often,  the  Federal  Govern- 
ment promulgates  new  rules  and  regu- 
lations which  raise  costs  and  con- 
sumer prices  at  the  same  time  to 
achieve  small  or  limited  social  bene- 
fits. —President  Gerald  Ford. 

Not  Just  a  Movie 

Henry  Peterson,  20,  was  on  vaca- 
tion in  Daytona  Beach,  Fla.  when 
attacked  by  a  five-foot  shark  in  waist- 
deep  water  about  20  feet  from  shore. 
Doctors  amputated  the  right  leg, 
which  had  been  badly  mauled,  about 
3  inches  below  the  knee.  It  was 
the  fifth  reported  shark  attack  this 
summer  on  an  80-mile  stretch  of 
beach.  .  .  .  —Associated  Press. 

*   *   * 

...  a  shark  was  seen  cruising  in 
shallow  water  at  New  Smyrna  Beach 


(Fla.).  .  .  .  The  following  day  Bev- 
erly White,  14,  dove  through  a  wave 
and  came  up  against  something  which 
promptly  latched  onto  her  arm.  She 
managed  to  pull  free,  and  friends 
dragged  her  to  shore  but  the  wound 
required  27  stitches  to  close. 

It  was  a  case  of  life  imitating  art, 
right  down  to  the  reaction  of  the  town 
fathers  .  .  .  the  authorities  insisted 
that  White's  27-stitch  gash  might 
have  come  from  something  else.  Po- 
lice Chief  Wallace  Ferreira  suggest- 
ed ..  .  "a  bluefish." 

Tourists  were  hardly  reassured  and 
the  beach  crowd  thinned  out  consid- 
erably .  .  .  the  only  thing  more  feared 
than  sharks  is  a  news  reporter  who 
writes  about  sharks.  Even  the  life- 
guards have  been  ordered  not  to 
speak  to  the  press.  .  .  . 

The  hope  is  that  the  publicity  will 
die  down.  .  .  .  But  it's  a  forlorn  hope 
for  the  townfolk  of  New  Smyrna.  The 
fact  that  six-  and  seven-foot  sharks 
have  refused  to  keep  a  low  profile  in 
this  shark-charged  season  has  all 
but    landlocked    the    Florida    coastal 


resort. 


—Carl  Hiassen, 
New  Times. 


ISew  Math 

A  shortcut  is  the  longest  distance 
between  two  points. 

—Charles  Issawi, 
Issawi's  Laws  of  Social  Motion. 


Book  Briefs 

It  is  a  nice  irony  that  the  only  time 
[Alexander]  Hamilton  ever  sought  to 
broaden  the  franchise  was  to  steal  an 
election.  .  .  .  "You  know  [said  Aaron 
Burr],  I  made  Hamilton  a  giant  by 
killing  him.  If  he  had  lived,  he  would 
have  continued  his  decline.  He  would 
have  been  quite  forgotten  by  now. 
Like  me."  This  was  said  without 
emotion. 


[Thomas]  Jefferson  had  the  shiftiest 
gaze  of  any  man  I  have  ever  known. 
But  then,  after  a  lifetime  of  cross-ex- 
amination in  court,  I  have  come  to  the 
conclusion  that  the  man  who  cannot 
meet  your  gaze  is  the  one  who  is 
telling  the  truth  while  the  witness 
who  looks  you  straight  in  the  eye  is 
lying.  Naturally,  my  rule  is  proved  by 
this  one  exception! 

—Gore  Vidal,  Burr. 

I  have  been  afraid  of  an  accident, 
and  of  being  dragged  out  of  life  ter- 
rified. I  don't  want  to  die  that  way- 
screaming.  But  I  don't  think  you  do— 
you  are  spared  that.  There  is  no  time 
for  fear  or  much  consciousness  in  an 
accident.  It  is  over  in  three  seconds; 
even  if  you  can  realize  the  danger,  as 
I  did,  it  does  not  frighten  you  at  all — 
you  are  outside  of  it. 

—Anne  Morrow  Lindbergh, 
Hour  of  Gold,  Hour  of  Lead. 


PAY  OUT   STOCK,   NOT  CASH 

by  M.S.  Forbes  Jr. 


To  ease  a  looming  capital  short- 
age for  business,  Treasury  Secre- 
tary William  Simon  has  proposed 
a  complicated  scheme  that  would 
allow  corporations  to  deduct  up  to 
50%  of  their  dividend  payments 
from  pretax  income  and  would  ef- 
fectively eliminate  income  taxes  on 
dividends  for  most  individuals. 

For  obvious  political  reasons,  Si- 
mon's plan  has  no  chance  of  be- 
coming law  until  1977— if  at  all. 

In  the  meantime,  corporations 
should  give  serious  consideration 
to  issuing  stock  dividends  instead 
of,  or  in  conjunction  with,  cash 
dividends.  The  advantage  to  both 
company  and  shareholder  would 
be  material. 

For  corporations,  there  would 
be  more  cash  for  reinvestment;  for 
stockholders,  a  considerable  saving 
in  taxes.  Under  current  law,  cash 


dividends  are  taxed  as  regular  in- 
come after  the  first  $100.  Stock 
dividends,  however,  are  taxed  as 
capital  gains— and  then  only  when 
sold.  Thus  most  shareholders  could 
cut  their  dividend  tax  bill  in  half 
or  more. 

Many  companies  today  offer 
shareholders  the  option  of  reinvest- 
ing their  dividends  in  the  compa- 
ny's stock  for  a  nominal  fee.  Why 
not  reverse  the  process?  That  is, 
declare  a  stock  dividend,  giving  the 
shareholder  the  option  of  having 
his  new  stock  sold  on  his  behalf 
for  a  small  fee  and  sending  him 
the  proceeds? 

Would  the  sale  of  the  new  stock 
seriously  knock  down  the  stock's 
price?  Probably  not  for  companies 
with  large  numbers  of  shares  out- 
standing. A  1%  or  so  quarterly  in- 
crease in  common  shares  outstand- 


ing would  hardly  overburden  the 
stock's  marketability. 

As  that  great  fundamentalist  of 
security  analysis,  Benjamin  Gra- 
ham (Forbes,  June  15),  put  it  in 
his  classic  book,  The  Intelligent  In- 
vestor, "The  advantages  of  a  pe- 
riodic stock-dividend  policy  are 
most  evident  whei.  it  is  compared 
with  the  usual  practice  of  public 
utility  companies  paying  liberal 
cash  dividends  and  then  taking 
back  a  good  part  of  this  money 
from  the  stockholders  by  selling 
them  additional  stock. 

"Efficient  corporations  continu- 
ously modernize  their  facilities, 
their  products,  their  bookkeeping, 
their  management  training  pro- 
grams. It  is  high  time  they  thought 
about  modernizing  their  financial 
practices,  not  the  least  important 
of  which  is  their  dividend  policy." 
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Does  your  bank  know  what 
rain  on  the  cotton  will  do  to  your  sales 


mf+f*YXmW*^%  1     /\  'm/x1^1^>i?l  ^r    In  central  America,  cotton  is  still  an 
V*C31 1L1  Oil  #   VI  1  1\31  1V*G  •      economic  factor.  A  rainy  season  has  a  big 

effect  on  retail  sales.  At  the  wrong  time, 
rain  could  mean  decreased  sales.  Or  it 
could  delay  salens  thirty  to  sixty  days.  If 
you're  retailing— or  selling  to  retailers— in 
central  America  this  knowledge  can  help 
you  manage  your  cash  flow  and  inventory. 

In  central  America,  we  can  be  your 
financial  eyes  and  ears.  We  have  the  hard- 
ware, people,  services  and  size  to  be  your 
regional  bank  in  central  America. 

Anything  banks  in  New  York,  Atlanta, 
Chicago  or  Dallas  can  do,  we  can  do. 
Always  with  equal  efficiency,  sometimes 
greater.  Don't  give  a  bank  on  the  perimeter 
an  unwanted  assignment  when  we're  here 
and  eager  to  prove  our  capabilities.  Call 

James  A.  Kinney.  901-523-4115. 


FIRST  TENNESSEE 
NATIONAL  CORPORATION 


The  banks  of  central  America 


Forbes 

Oil  Decontrol: 

Who  Would  Be  Helped, 

Who  Hurt 


You  can't  follow  the  fight  over  oil  decontrol 
without  a  scorecard.  Herewith  our  scorecard. 


On  Sept.  3  Congress  will  reconvene 
and  resume  its  tussle  with  the  Ford 
Administration  over  the  Emergency 
Petroleum  Allocation  Act  of  1973.  If 
the  Democrats  fail  to  override  the 
promised  Presidential  veto  of  a  six- 
month  extension  that  Congress  passed, 
then  the  act  will  expire  and  "old"  oil 
will  start  climbing  from  $5.25  a  bar- 
rel to  around  $11.  "Old"  oil  means  oil 
in  the  U.S.  produced  at  pre-1973  lev- 
els. Under  decontrol,  what  the  Arabs 
already  have,  the  Texans  will  get. 

Who  among  major  oil  companies 
will  benefit?  Who  will  be  hurt?  It's  a 
complex    subject,    but   the    table   be- 


low will  give  you  some  major  clues. 

Unfortunately,  there  are  some  gaps 
in  our  figures.  They  cover  1974,  the 
latest  year  available;  current  produc- 
tion figures  may  be  lower  or  (im- 
probably) higher.  Several  companies 
refuse  to  reveal  their  figures;  in  these 
cases  we  have  fallen  back  on  estimates 
from  two  able  oil  analysts,  Robert  Al- 
brecht  of  Reynolds  Securities  and 
Geoffrey  Hertel  of  Rotan  Mosle. 

What  does  the  table  tell?  The  first 
column  on  the  left  covers  "Entitle- 
ments." If  you  want  to  know  what  en- 
titlements are,  read  the  box  on  the 
next  page.  Suffice  it  here  to  say  that 


under  the  oil  allocation  act,  entitle- 
ments were  very  costly  for  compa- 
nies that  had  a  good  deal  of  old 
oil;  Gulf  alone  was  paying  out  mon- 
ey at  an  annual  rate  of  $170  million 
before  taxes  in  the  first  half  of  1975. 
On  the  other  hand,  entitlements  were 
good  for  those  with  little  old  oil.  So 
decontrol  will  be  good  for  the  com- 
panies on  the  first  half  of  our  list  and 
bad  for  those  on  the  second  half. 

Now  run  your  eye  over  to  the  third 
and  fourth  columns  from  the  left. 
These  tell,  respectively,  how  much  oil 
each  company  produces  in  the  U.S., 
and  how  much  of  it  is  old.  A  com- 


These  companies  have  been 

major  recipients  of  entitlements  payments. 

Entitle- 
ments* 

Net 

U.S.  Crude  Oil 

Jan. -June 

Income 

r-  Production  1974^. 

Latest 

1975 

Jan. -June 

Total 

Old  Oil 

Old  Oil 

12-Month 

1975 

Receipts 

1975 

(thous. 

(thous. 

Bbls.Per 

Net 

Recent 

Price 

Recent 

(mil.) 

(mil.) 

bbls/yr.) 

bbls/yr.) 

Share 

(mil.) 

P/E 

Ran 

ge 

Price 

Amerada  Hess 

$118.1 

$      61.1 

36,100 

N.A. 

N.A. 

$    167.1 

4 

23%- 

15V8 

17% 

Atlantic  Richfield 

22.4 

137.9 

122,166 

85,516 

1.820 

240.9 

16 

110     - 

75 1/2 

106% 

Ashland  Oil 

51.1 

46.3 

8,255 

5,779 

0.250 

112.2 

5 

24%  - 

I6V2 

20V4 

Commonwealth** 

43.9 

(9.5) 

0 

0 

0 

(26.5) 

— 

12%- 

5V4 

9V2 

Getty  Oil*** 

11.5 

109.4 

90,520 

65,174 

3.500 

254.5 

14 

198V2- 

127V2 

192 

Hawaiian  Ind.  Refiners  Inc.t 

16.9 

(.198) 

0 

0 

0 

0.672 

41 

12V8- 

7% 

7% 

Koch+t 

23.9 

— 

N.A. 

N.A. 

N.A. 

N.A. 

— 

— 

New  England  Petro.tt 

19.1 

— 

N.A. 

N.A. 

N.A. 

N.A. 

— 

— 

Phillips  Petroleum 

26.8 

165.9 

45,076 

33,808 

0.440 

363.3 

12 

60%- 

37 

56V2 

Standard  Ohio 

36.4 

60.3 

10,804 

8,092 

0.296 

126.1 

22 

85 1A  - 

44  V2 

80% 

Sun  Oil 

3.6 

86.5 

80,045 

58,437 

1.412 

246.1 

6 

37V2- 

29 

331/8 

Total  Leonard 

11.6 

2.5 

N.M. 

N.M. 

N.M. 

4.4 

17 

8V8- 

4 

5% 

For  these  companies,  the  entitlements  program  has  been  a  drain  on  income. 

fc 

Payments 
(mil.) 

Champlint4 

$  31.5 

$        1.1 

15,300 

11,461 

0.500 

$      92.3 

26 

82V4- 

62 

65  Va 

Cities  Service 

48.1 

51.2 

44,275 

32,777 

1.219 

143.4 

9 

50V2- 

36V4 

443A 

Continental 

22.9 

147.3 

68,620 

10,841 

0.214 

338.7 

10 

75     - 

40% 

65  % 

Exxon 

53.7 

1,125.0 

264,260 

171,769 

0.768 

2,787.2 

7 

92V2- 

65 

861A 

Gulf 

86.7 

355.0 

146,329 

121,436 

0.624 

815.0 

5 

23V2- 

17% 

201/2 

Howell 

14.9 

6.2 

N.M. 

N.M. 

N.M. 

13.4 

4 

24     - 

IOV2 

193/4 

Kerr-McGee 

33.2 

66.5 

9,125 

7,848 

0.314 

129.6 

17 

95V8- 

60 

87  Vi 

Marathon 

26.4 

48.9 

59,495 

48,801 

1.634 

138.5 

11 

53%- 

29% 

49  y4 

Shell 

72.7 

222.5 

183,230 

133,773 

1.980 

596.7 

6 

57V4- 

391A 

543/4 

Standard  Indiana 

26.5 

378.2 

171,915 

106,580 

0.727 

849.5 

8 

531/4- 

36 

463/4 

Tesoro 

15.1 

20.7 

1,500 

583 

N.M. 

44.7 

2 

20%- 

131/2 

15% 

Union 

66.4 

82.1 

85,520 

72,708 

2.325 

135.5 

7 

50%- 

32  V2 

48% 

'Entitlements  receipts  and  payments 

calculated  from  Federal   Register.       "Income  through  first  quarter,   1975.       ***Does  no 

include  entitlements  payments  by  Ske 

•lly  Oil,  70% 

owned  by  Getty.          tFinancial  data  for  Pacific    Resources,  of  which 

company  is  si 

ibsidiary. 

ttCompany 

privately  held,  no 

data  available 

^Financial  data  for 

Union  Pacific 

of  which  Champlin  is  subsidiary.       N.A.  Not  Availab 

le.       N.M.  No  Meaningful  Amount. 
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that  produced,  say,  10,000  bar- 
ids  a  da)  of  old  oil  would,  in  theory, 
increase  its  revenues  by  $60,000  a 
day,  0]  over  $20  million  a  year. 

Of  course,  under  a  Senate  bill,  90% 
of  that  w  ould  be  taxed  away,  but  25% 
could  be  recaptured  by  the  company 
for  spending  on  drilling  and  explora- 
tion. Moreover,  Union  Oil  and  sev- 
eral others  have  said  they  would  raise 
puces  only  gradually.  It's  not  possible 
to  saj  exactly  how  much  decontrol 
would  do  for  any  one  company.  But 
the  more  old  oil,  the  merrier.  (Don't 
forget  about  leverage:  Exxon  has  a 
lot  more  old  oil  than  Union  Oil  has, 
but  on  a  per-share  basis— column  five 


Who's  Entitled?   = 

Maybe  New  York's  Mayor  Beame 
should  have  asked  President  Ford  for 
"entitlements."  That  way,  the  solvent 
cities  and  states  would  have  to  make 
up  for  New  York  City's  deficits. 

Once  upon  a  time  there  were  two 
stores  directly  across  the  street  from 
each  other  and  each  sold  precisely 
the  same  goods.  The  shopkeepers, 
however,  were  as  different  as  day  and 
night.  One  put  his  profits  at  risk  by 
buying  the  building  where  his  store 
was.  The  other  continued  to  rent. 

Suddenly  the  neighborhood  boomed 
and  rents  went  way  up.  The  fellow 
who  rented  was  in  trouble.  The  fel- 
low who  owned  his  building  was  not. 

So  the  less  foresighted  of  the  two 
went  to  his  local  legislator  and  com- 
plained. "Why  should  owners  make 
more  money  than  renters?"  he  de- 
manded. The  politicians  passed  a  law. 
It  said  that  the  fellow  who  owned 
his  building  had  an  unfair  advantage. 
To  cancel  it  out  he  had  to  make  up 
out  of  his  own  pocket  half  of  his  com- 
petitor's rent  increase.  The  two  were 
evenly  matched  again. 

Fair?  Of  course  not.  It  was  an  out- 
rage.  And  probably  unconstitutional. 

Yet  this  is  almost  precisely  what 
Congress  did  in  the  oil  industry  with 
"entitlements."  This  clumsy,  confisca- 
tory gimmick  was  a  horrible  example 
of  how  bureaucracy  breeds  bureau- 
cracy. Once  Congress  decided  to  con- 
trol oil  prices  via  a  two-tier  price  sys- 
tem, entitlements  were  inevitable. 

Here's  how  it  worked: 

First  you  figure  how  much  "old" 
oil  runs  through  the  nation's  refineries 
in  a  month.  "Old"  oil  is  domestic  oil 
produced  at  pre- 1973  levels;  it  is 
price-controlled  at  $5.25  a  barrel. 

Next  you  figure  how  much  "new" 
oil  is  used.  "New"  oil  is  either  domes- 
tic oil  produced  above  1972  levels  or 
oil  bought  from  abroad,  where  the 
Organization    of    Petroleum    Export- 


— Union  comes  out  way  ahead.) 
Decontrol,  if  it  comes  and  when  it 
comes,  will  be  painful  every  time  you 
drive  up  to  a  gasoline  pump  or  turn 
up  the  thermostat  on  your  oil-burning 
furnace.  But  if  it  achieves  its  twin 
goals,  it  will  be  worth  it.  The  goals: 
1)  cut  consumption  and  2)  increase 
production.  As  for  the  pain  it  renders 
your  pocketbook,  it  is  probable  that 
there  will  be  tax  rebates  to  assuage 
the  pain— paid  for  by  a  special  tax  on 
the  added  profit  from  old  oil. 

In  any  case,  there  isn't  much  time 
to  waste.  Since  the  inception  of  "Proj- 
ect Independence,"  the  U.S.  has  be- 
come more,  not  less,  dependent  on  for- 


eign crude.  U.S.  production  was  9.2 
million  barrels  a  day  in  1973;  this 
year  it  will  be  only  8.2  million.  Mean- 
while, consumption  is  going  up  and 
the  Organization  of  Petroleum  Ex- 
porting Countries  becomes  brasher 
and  brasher. 

Nobody  expects  immediate  and  to- 
tal decontrol,  but  the  futility  of  the 
present  two-tier  price  system  and  the 
wastefulness  of  the  present  price  struc- 
ture are  becoming  more  apparent  day 
by  day.  Now  it  will  be  up  to  the  oil 
industry  to  prove  that  a  lifting  of  bu- 
reaucratic restrictions  really  will  bene- 
fit the  country  as  a  whole  and  not 
just  the  lucky  owners  of  "old"  oil.   ■ 


ing  Countries,  not  Uncle  Sam,  sets  the 
price.  New  oil  sold  for  $13  a  barrel, 
including  President  Ford's  $2  tariff; 
$11  a  barrel  without  the  tariff.  In  ei- 
ther case,  it  was  more  than  twice  as 
dear  as  old  oil— even  though  the  end 
product  is  precisely  the  same. 

Finally,  you  figure  the  ratio  be- 
tween old  oil  and  total  refinery 
throughout.  Currently  the  national  av- 
erage is  38%  new,  62%  old.  That  gave 
an  average  raw  material  cost  of  about 
$8  a  barrel. 

However,  there  are  huge  differ- 
ences among  different  companies  and 
refineries.  Companies  like  Exxon  and 
Gulf  and  Shell  have  huge  quantities 
of  old  oil.  Other  refineries  built  their 
businesses  on  raw  material  purchased 
on  the  open  market;  that  policy  made 
sense  when  there  was  plenty  of  cheap 
oil  around,  pre-1973.  Buying  was 
cheaper  than  finding.  As  a  result,  some 
refineries  run  on  $5.25  oil  and  others 
on  $13  oil.  The  entitlements  program 
was  meant  to  wipe  out  this  difference, 
giving  the  same  raw  materials  cost 
to  all— just  like  the  two  shopkeepers. 

The  high-cost  refineries  got  entitle- 
ment tickets.  The  low-cost  ones  must 
buy  these  tickets.  The  resulting  trans- 
fer of  cash  equalized  their  costs.  The 
table  on  page  15  shows  how  burden- 
some this  system  is  to  some  compa- 
nies, Exxon,  Gulf  and  Shell,  for  ex- 
ample, and  how  beneficial  to  others, 
like  Amerada  Hess,  Ashland  and 
Commonwealth. 

Regional  Politics 

However  grotesque  entitlements 
might  seem,  they  were  politically 
palatable— especially  in  the  northeast- 
ern states.  Refineries  in  this  area  run 
largely  on  OPEC  oil— $13  oil.  With 
entitlements,  the  costs  went  up  for 
refineries  in  other  parts  of  the  coun- 
try and  down  for  eastern  refineries. 

Amerada  Hess'  giant  refinery  in  the 
Virgin  Islands  is  typical.   It  runs  en- 


tirely on  imported  crude  oil.  Amerada 
Hess  made  a  calculated  decision  to 
build  the  refinery.  The  decision  went 
bad,  but  entitlements  bailed  it  out: 
Amerada  Hess  is  the  nation's  biggest 
beneficiary  of  entitlements. 

If  Amerada  was  not  being  sub- 
sidized by  its  competitors  under  en- 
titlements, it  would  have  to  charge 
more  to  stay  in  business  and  its  East 
Coast  customers  would  suffer.  That 
would  annoy  the  voters  in  the  East. 
They  don't  want  to  pay  more  for 
gasoline  and  for  fuel  oil  than  the  peo- 
ple in  Texas  and  Mississippi  and 
Louisiana.  So  the  eastern  congress- 
men are  all  for  entitlements. 

This  irked  people  in  other  parts  of 
the  country:  The  Easterners  raise  cain 
every  time  somebody  suggests  drilling 
for  oil  off  their  coasts;  it  might  spoil 
the  boating  and  the  swimming.  But 
the  folks  in  the  Southeast  are  putting 
up  with  oil  rigs  off  their  coasts.  Why, 
they  ask,  should  they  pay  more  for 
gasoline  so  that  the  eastern  coasts 
can  remain  pristine? 

Furthermore,  if  Congress  wants  to 
subsidize  oil  users  in  the  East,  why 
should  the  oil  companies  bear  the 
cost  of  the  subsidy?  Isn't  that  a  proper 
charge  on  the  taxpayer?  But,  of 
course,  the  eastern  congressional  deli 
gation  well  knows  that  Congress  as  a 
whole  would  never  buy  that. 

There  is  a  real  question  as  to 
whether  this  forced  redistribution  of 
the  oil  wealth  among  companies  and 
among  regions  is  constitutional.  Gulf 
is  challenging  the  entitlements  pro- 
gram on  these  grounds. 

President  Ford's  fight  to  end  oil 
price  controls  may  or  may  not  be 
good  politics.  But  it  certainly  does 
make  good  sense— as  a  way  to  dis 
courage  excessive  consumption  d 
oil,  as  a  way  to  encourage  the  learch 
for  new  oil  and  as  a  blow  at  lucfa 
confiscatory  bureaucratic  meddling  is 
the  entitlements  program. 
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Too  Ambitious? 


Under  Robert  McNamara,  the  World  Bank 
has  a  broader  vision.  Is  the  new  vision 
compatible  with  a  triple-A  credit  rating? 


What  real  estate  investment  trusts, 
W.T.  Grant  and  oil  tankers  are  to  U.S. 
commercial  banks,  Argentina,  Ugan- 
da and  some  other  shaky  countries 
could  become  to  Robert  McNamara's 
International  Bank  for  Reconstruction 
&  Development.  In  fact,  the  World 
Bank,  as  it  is  known,  has  more  than 
its  share  of  poor  risks;  23  of  its  93  bor- 
rowers appear  on  the  United  Nations' 
list  of  poor  countries  whose  solvency 
is  threatened  by  oil  prices  of  the  Or- 
ganization of  Petroleum  Exporting 
Countries. 

But  the  World  Bank,  unlike  many 
commercial  banks,  has  no  loans  in 
default  or  not  accruing  interest.  Nor 
is  the  World  Bank  cutting  back.  It  is 
lending  full  speed  ahead.  In  the  fis- 
cal year  ended  June  1975,  its  loan 
commitments  ($4.3  billion)  and  its 
own  borrowings  ($3.5  billion)  were 
both  more  than  double  the  1973  lev- 
el and  five  times  the  1968  pre-Mc- 
Namara  figures. 

McNamara,  perhaps  because  he 
got  too  much  publicity  in  connection 
with  Vietnam,  avoids  contact  with  the 
press.  But  his  actions  speak  for  him. 
He  has  thrown  the  bank  into  the  gap 
created  by  the  recession  and  the  oil 
crisis  to  help  the  less-developed  coun- 
tries move  ahead. 

While  lauding  his  motives,  some 
U.S.  Treasury  officials  worry  lest  Mc- 
Namara may  be  biting  off  more  than 
the  World  Bank  can  chew.  When  it 
goes  to  borrow  on  the  international 
money  market,  the  World  Bank's  $12 
billion  in  bonds  enjoy  a  triple-A  rating. 
What  bothers  the  Treasury  people  is 
that  McNamara  may  be  jeopardizing 
this  rating  by  stepping  up  his  lend- 
ing at  a  time  when  some  of  its  bor- 
rowers are  getting  shakier. 

The  Wofld  Bank's  liquidity  is  not 
in  question.  Its  $22  billion  in  assets 
make  it  the  world's  25th-largest  bank 
—about  the  size  of  New  York's  Bank- 
ers Trust.  As  against  just  $12  billion 
in  loans  outstanding,  however,  the 
World  Bank  has  $5  billion  in  capital 
and  reserves— seven  times  as  much  as 
Bankers  Trust.  An  amount  equivalent 
to  the  World  Bank's  capital  is  held  in 
a  portfolio  of  government  bonds  and 
time  deposits. 

Due  to  the  billions  of  dollars  the 
bank  lent  out  when  interest  rates  were 
much  lower,  its  overall  return  on  its 
portfolio  is  only  6.5%— less  than  the 
8.2%  the  bank  now  pays  for  borrowed 


money.  Despite  this,  however,  the 
bank  makes  a  healthy  profit— $275 
million  in  fiscal  1975,  up  27%  for  the 
year.  None  of  it,  of  course,  was  paid 
out  as  dividends.  I.P.M.  Cargill,  the 
former  British  civil  servant  who  is  the 
bank's  financial  vice  president,  ex- 
plains: "We  have  been  able  to  charge 


McNamara  of  World  Bank 

comparatively  low  rates  on  loans,  sim- 
ply because  we  don't  pay  dividends 
on  our  equity." 

The  bank's  triple-A  rests  on  more 
than  just  capital  and  earnings,  how- 
ever. The  industrial  countries  have 
guaranteed  up  to  $19  billion  in  World 
Bank  bonds,  each  country's  guaran- 
tee being  in  proportion  to  its  share 
of  the  bank's  capital.  (The  U.S.'  share 
is  23%,  Britain's  9.3%,  Germany's  5% 
and  so  on.)  With  only  $12  billion 
worth  of  bonds  currently  outstand- 
ing, the  bank  still  has  $7  billion  worth 
of  elbow  room. 

So,  what's  the  worry?  Simply  that, 
if  rapid  lending  continues,  existing 
loan  guarantees  will  be  exhausted  in 
a  few  years'  time.  If  that  happens,  the 
bank's  major  stockholders  would  be 
called  upon  to  kick  in  additional  cap- 
ital and  to  guarantee  additional  loans. 

"If  bank  lending  continues  its  pace 
of  expansion,  the  U.S.  may  have  to 
contribute  another  $25  billion  [in 
capital  and  guarantees]   by  the  early 


1980s,"  says  John  Bushnell,  acting  as- 
sistant secretary  for  international  af- 
fairs. Of  that  money,  $2.5  billion 
would  be  paid-in  capital;  the  balance 
would  be  in  the  form  of  a  legally 
binding  commitment  from  Congress 
to  guarantee  loans. 

But  would  Congress  go  along? 
That  is  a  bridge  no  one  can  cross  un- 
til the  bank  comes  to  it.  One  pos- 
sible hurdle  is  that  Congress  is  not 
consulted  on  bank-lending  policies. 
As  chairman  of  the  bank,  McNamara 
is  responsible  only  to  a  20-man  board 
of  executive  directors,  which  is  sup- 
posed to  represent  the  126  member 
nations.  Many  of  the  members  often 
have  interests  and  policies  at  variance 
with  those  of  the  U.S.  And  yet  Con- 
gress, in  theory  at  least,  must  pick 
up  its  23%  share  of  any  resulting  tab. 

Since  1970,  the  bank  has  taken  a 
new  direction.  It  has  branched  out 
from  the  traditionally  conservative 
projects  in  power  generation  and 
transportation.  It  has  begun  to  lend 
money  for  social  projects— health, 
population  control,  education  and 
rural  development.  Even  World  Bank 
director  of  policy  planning,  Mahbub 
ul  Haq,  concedes:  "We  are  doing 
things  today  that  would  give  our 
founding  fathers  a  fit." 

One  such  social  project  would  move 
1.5  million  people  from  overcrowded 
Java  in  Indonesia  to  a  relatively  un- 
inhabited part  of  Sumatra.  It  involves 
clearing  the  jungle,  building  roads, 
hospitals,  housing.  The  cost:  $750 
million,  half  of  which  the  bank  is 
financing.  Unlike  many  of  the  older 
projects,  it  would  not  be  directly 
self-amortizing. 

"This  change  in  policy,"  says  Her- 
man van  der  Tak,  director  of  the 
bank's  projects  advisory  staff,  "re- 
flects disillusionment  throughout  the 
world  with  the  old  notion  that  the 
benefits  of  development  will  somehow 
trickle  down  to  the  poorer  groups  in 
society.  Running  through  all  our  pro- 
grams now  is  the  aim  to  reach  those 
groups  directly." 

Van  der  Tak  is  echoing  McNamara, 
who  angered  a  go<>d  many  Latin 
Americans  in  1972  when  he  cited 
figures  showing  that  the  poorest 
classes  were  getting  poorer,  not  rich- 
er, in  many  developing  countries.  He 
alleged  that  most  of  the  fruits  of  de- 
velopment were  going  to  the  upper 
and  middle  classes. 

Perhaps  the  World  Bank  should  be 
concerned  with  social  justice,  with  in- 
come distribution  and  with  popula- 
tion control.  Perhaps  it  ought  not  to 
stick  to  a  narrow  vision  of  the  good  it 
can  do  for  the  poorer  nations  of  the 
world.  But  is  this  broader  vision  com- 
patible with  a  triple-A  credit  rating? 
That  is  a  different  question.   ■ 
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Seawell  of  Pan  Am 


Pan  Am:  How  Long? 


Pan  American  World  Airways  has  kept  solvent— but  just  barely.  How  long  can  it  go  on? 


This  summer  the  Shah  of  Iran  kept 
Pan  American  World  Airways  Chair- 
man William  T.  Seawell  cooling  his 
heels  in  a  Teheran  hotel.  In  the  end, 
the  king  of  kings  appeared  to  back 
away  from  his  deal  to  inject  badly 
needed  cash  into  Pan  Am.  "We  can 
get  along  now  without  the  help  of 
the  Shah  of  Iran  if  we  have  to,"  Sea- 
well says,  resignedly.  But  the  ques- 
tion :  For  how  long? 


This  month  the  harassed  Seawell 
will  sit  down  with  his  bankers  to  try 
to  roll  over  a  maturing  line  of  cred- 
it. The  amount:  about  $100  million. 
By  airlines  standards,  this  is  not  a  lot 
of  money.  But  it  is  for  Pan  American. 
The  big  carrier  is  running  a  working- 
capital  deficit  and,  after  losses  for  the 
latest  six  months,  is  down  to  not  much 
more  than  $250  million  in  equity  cap- 
ital.   As    against    this,    it    is    saddled 


with  nearly  $850  million  in  long-term 
debt.  So  that  $100  million  is  vital  to 
the  airline's  continued  solvency.  "It's 
not  going  to  be  easy,"  Seawell  told 
Forbes,  "but  I  forecast  that  we  will 
get  the  revolver." 

The  credit  alone  will  not  save  Pan 
Am,  however.  After  losing  $55  mil- 
lion in  the  first  six  months  of  1975, 
Pan  Am  cannot  long  continue  bleed- 
ing  at   this   rate.   The   company   still 


Buy  One,  Get  Two  Free 

Charlie  Tandy  just  couldn't  let  well  enough  alone. 
That's  why  he's  splitting  his  company  into  three  parts. 


"I  don't  know  how  you  manage  to 
get  just  all  good  ones,"  says  cigar- 
chomping  Charles  Tandy,  the  57-year- 
old  founder  and  chairman  of  Fort 
Worth's  Tandy  Corp.  That  Tandy 
picked  at  least  some  good  ones  is  be- 
yond doubt.  For  $5,000  in  1953  he 
picked  up  Radio  Shack,  a  nearly  bank- 
rupt little  Boston  chain  of  nine  elec- 
tronics stores,  and  proceeded  to  run 
with  it.  Fueled  by  Radio  Shack's  fu- 
rious expansion— about  two  new  stores 
per  working  day  in  recent  years- 
Tandy  has  grown  from  $43-million 
sales  a  decade  ago  to  over  $700  mil- 
lion sales  in  electronics,  hobby,  han- 
dicraft and  leather  goods  in  its  1975 
fiscal  year  ended  June  30.  In  1965 
Tandy  earned  30  cents  a  share;  last 
year,  an  estimated  $4. 

But  Tandy  also  picked  some  bum- 
mers, which  seemed  to  confuse  inves- 


tors. For  a  time  back  in  the  late  Six- 
ties, he  seemed  intent  on  buying  up 
all  of  Fort  Worth:  a  huge  downtown 
department  store,  plus  a  prestige  ap- 
parel store,  plus  a  three-store  young 
women's  clothing  chain  that  he  quick- 
ly expanded  to  75  suburban  outlets. 

It  was,  he  soon  learned,  a  different 
ballgame.  In  electronics,  crafts  and 
home-improvement  selling,  the  cus- 
tomer is  male  and  the  inventory  is 
good— year  in  and  year  out.  In  spe- 
cialty apparel  Tandy  Corp.  found  it- 
self dealing  with  women  in  products 
that  change  every  month.  So  it  got 
clobbered.  "I  admit  it,"  says  Tandy. 
"We  just  don't  seem  to  be  able  to  sell 
to  the  ladies.  I  took  my  lumps." 

The  lumps  added  up  to  $11.3  mil- 
lion in  pretax  operating  losses  for 
Tandy  Corp.  between  1971  and  1973. 
Sdlir.g  off  the  losers  in  1974  cost  an- 


other $14  million.  None  of  this  was 
enough  even  to  slow  down  the  com- 
pany's headlong  growth  in  sales  and 
earnings,  spearheaded  by  Radio 
Shack.  But  it  left  investors  worried. 
As  Kidder,  Peabody  analyst  Garland 
Asher  puts  it,  "We  knew  Charlie  had 
a  great  act,  but  he  kept  muddying 
the  waters." 

That  is  not,  of  course,  how  Charlie 
Tandy  sees  it.  "I  take  risks,"  he  says. 
"That's  how  I  got  Radio  Shack.  But 
whenever  I  take  risks  in  other  areas, 
I'm  always  criticized  for  it." 

So  what's  to  do?  How  about  a 
James  Ling-style  "redeployment"? 
Charles  Tandy  plans  to  split  Tandy 
Corp.  into  three  parts.  Stockholder 
would  get  shares  on  a  1-for-l  basis 
in  a  new  Tandy  Corp.,  which  would 
keep  all  Radio  Shack  operations  with 
its  2,700  retail  outlets.  On  a  l-for-2 
basis  they  would  get  shares  in  Tandy- 
crafts  Co.,  to  be  made  up  of  Tandy's 
850-store  retail  leathercratt  and  three 
other  hobby  and  home-improvenienl 
chains.  On  a  l-for-10  basis  they  would 
get  shares  in  leather  manufacture] 
Tandy  Brands,  Inc.,  the  smallest  "I 
the  three. 
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could  default  if,  Seawell  concedes, 
"...  the  depression  continues  at  the 
same  level  or  if  oil  prices  should  rise 
again  dramatically." 

To  date  Seawell  has  done  a  tre- 
mendous job  on  cutting  costs.  He  has 
reduced  the  payroll  by  27%-to  29,300 
employees.  He  staved  off  bankruptcy 
last  fall  when  he  persuaded  the  banks 
to  give  him  a  year's  line  of  credit 
for  $125  million.  But  to  do  so,  he  had 
to  pledge  the  company's  remaining 
unencumbered  assets,  which  includ- 
ed some  stock  in  Intercontinental  Ho- 
tels Corp.,  the  terminal  at  JFK  Inter- 
national Airport  and  New  York's  Pan 
Am  Building.  In  the  present  nego- 
tiations he  has  very  little  collateral 
to  offer. 

Part  of  Seawell's  juggling  act  re- 
quires that  he  keep  the  loans  from 
exceeding  90%  of  the  value  of  the  col- 
lateral. To  do  this,  Seawell  had  to  con- 
vince his  auditors,  Coopers  &  Ly- 
brand,  to  permit  him  to  book  a  $28.3- 
million  "profit"  by  taking  into  revenues 
a  portion  of  the  reserves  set  up  to 
cover  advance  ticket  sales— sales  that 
normally  are  booked  only  when  the 
tickets  are  used. 

He  has  been  selling  equipment  al- 
most as  fast  as  he  can  spare  the  planes. 
He  sold  13  Boeing  707s  this  year  and 
has  another  seven  on  the  block.  An- 
other five  727s  were  pulled  off  the 
Caribbean  routes  and  sold  to  Alaska 
Airlines.  But  Seawell  cannot  sell  many 
more  aircraft  without  seriously  dam- 


aging  Pan   Am's   ability   to   compete. 

Right  now  Seawell's  best  hope, 
from  the  revenue  point  of  view,  is 
that  the  transpacific  routes,  which 
are  dominated  by  Pan  Am  now  that 
TWA  has  left  that  market,  will  con- 
tinue to  grow.  "The  Pacific,"  he  says, 
"has  become  No.  One  over  Europe 
in  terms  of  traffic  and  allocation  of 
our  resources."  The  Pacific  now  gen- 
erates 32%  of  Pan  Am's  revenue  pas- 
senger miles,  up  from  22%  last  year. 

Seawell  knows  full  well,  however, 
that,  barring  an  economic  miracle, 
Pan  Am  will  need  government  help. 
"I  think,"  he  says,  "that  the  banks 
and  financial  institutions  would  like  to 
see  more  evidence  that  the  Govern- 
ment means  to  follow  through  on  the 
seven-point  action  program  they  prom- 
ised us  in  1974."  Has  Uncle  Sam  fol- 
lowed through?  Seawell  shakes  his 
head.  "The  performance  has  been 
spotty,"  he  says. 

Too  Much  Capacity? 

What  Seawell  most  wants  is  a  fed- 
eral crackdown  on  the  nearly  unlim- 
ited authorization  for  U.S.  flights 
now  accorded  foreign  airlines.  By 
negotiating  new  international  capacity 
agreements  for  U.S.  landings,  the  U.S. 
could  help  the  lines  to  both  raise 
their  load  factors  and  lower  fares, 
Seawell  claims. 

But  as  the  size  of  Pan  Am  has 
shrunk,  so  has  its  clout  in  Washing- 
ton. An  Administration  study  of  long- 


term  policy  toward  U.S.  international 
carriers  already  has  taken  many 
months  longer  than  expected.  Ad- 
visers reportedly  support  more  interna- 
tional routes  for  domestic  carriers 
rather  than  help  for  a  wobbly 
Pan  Am. 

At  this  point  Seawell  is  not  count- 
ing on  a  merger  to  bail  him  out  either, 
although  merger  talks  are  going  on 
with  American  Airlines.  He  knows 
that  most  potential  merger  candidates 
are  in  no  shape  to  shoulder  Pan  Am's 
liabilities.  Moreover,  the  Justice  De- 
partment has  indicated  it  would  try 
to  block  a  merger  of  giant  carriers, 
and  President  Ford  is  said  to  support 
that  position. 

Then  there  is  always  the  failing- 
company  doctrine.  It  worked  when 
the  Civil  Aeronautics  Board  had 
United  take  in  Capital  Airlines  in  1961. 
"But  our  first  priority  around  here  is 
to  avoid  that  doctrine,"  says  Seawell. 

He  also  realizes  that  Pan  Am  could 
fail  without  creating  the  kind  of  tur- 
moil caused  by  the  bankruptcy  of  the 
Penn  Central.  "Our  friendly  competi- 
tors would  say,  'Gee,  isn't  that  too 
bad.'  Then  they'd  raise  their  hands 
and  say,  'We  would  like  to  volunteer 
for  those  routes.' " 

Pan  Am,  he  feels,  will  get  some 
breaks  somewhere  soon.  "Surely, 
we're  not  going  to  get  dumped  on  in 
everything,"  he  declares.  But  he 
seems  to  say  it  more  in  hope  than  in 
expectation.   ■ 


The  plot  of  the  spinoff  is  simple: 
to  let  Radio  Shack  stand  alone— and 
proud.  During  fiscal  1975  it  racked 
up  sales  of  some  $500  million  and 
earned  about  $32  million,  around 
70%  of  the  company's  total  business. 
Since  1970  the  division  has  had  an 
average  compound  earnings  growth 
rate  of  50%  and  a  return  on  average 
assets  of  25%. 

What's  more,  Radio  Shack  has 
breezed  through  the  recession  un- 
scathed. Apparently,  its  electronic 
gear  gave  the  newly  unemployed  a 
way  to  .occupy  their  free  time  at 
home.  Hence,  Radio  Shack's  sales 
were  up  an  estimated  35%  in  the  first 
half  of  calendar  1975. 

What's  the  redeployment  deal 
worth  to  shareholders?  Charles 
Tandy's  eyes  light  up  behind  his  half- 
glasses  when  he  recalls  how  generous- 
ly the  market  values  other  specialty 
retailers.  Look,  he  says,  at  fashion  re- 
tailer Petrie  Stores,  with  a  price/ earn- 
ings ratio  of  20,  or  Longs  Drug  Stores, 
at  27.  Surely  the  new  Tandy  Corp. 
built  on  Radio  Shack  should  sell  at  a 
P/E  of  18  to  20  rather  than  its  cur- 
rent 11.  If  that  happened,  an  investor 


would    in    effect    be    getting    Tandy- 
crafts  and  Tandy  Brands  free. 

After  the  spinoffs,  Tandy  will  be 
chief  executive  of  only  the  new  Tandy 
Corp.,  though  he  will  serve  as  chair- 
man of  all  three  new  companies  and 
will  be  the  dominant  stockholder  (4%) 
in  all  three.  For  a  while  he  will  have 
his    hands    full    shaping    up     Radio 


Shack's  overseas  move:  The  first  330 
Radio  Shacks  were  opened  in  Europe 
and  Australia  last  year. 

So  far  so  good.  But  few  people  who 
know  Charlie  Tandy  expect  him  to 
be  satisfied  with  just  running  the 
world's  most  successful  chain  of  elec- 
tronics stores.  Won't  he  get  the  itch 
again  to  try  something  new?  ■ 


Tandy  of  Tandy  Corp. 
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Don't  Confuse  Us  With  Facts 

The  antinuclear  propagandists  are  running  out  of  valid 
arguments,  but  does  that  stop  them?  Not  by  a  plant  site. 


Tin  Bell  nuclear  power  plant  pro- 
posed for  Cayuga  Lake  in  western 
New  York  was  killed  by  the  complaint 
that  it  would  heat  the  nearby  water 
In  several  degrees.  William  Brown, 
an  industrial  arts  teacher  in  a  local 
high  school,  likes  to  fish  there.  The 
controvi  rsy  left  him  dead  set  against 
nuclear  power. 

In  Wisconsin  dairy  country,  Naomi 
Jacobson,  a  bookkeeper  turned  house- 
wife,  suspects  that  radioactive  emis- 
sions from  Wisconsin  Electric's  Point 
Beach  plant  are  falling  on  grazing 
land  and  getting  into  the  milk. 

James  Duree,  a  crusading  West- 
port,  Wash,  lawyer,  circulates  car- 
toons of  deformed  children,  slyly  sug- 
gesting  nuclear   power   is    to   blame. 

In  San  Francisco,  people  worry  that 
"crazies"  (like  the  Symbionese  Lib- 
eration Army)  might  use  nuclear  ma- 
terials to  terrorize  society. 

In  the  Pacific  Northwest,  Douglas 
Still,  a  Presbyterian  minister,  battles 
nuclear  power  on  the  grounds  that  it 
would  encourage  our  society  to  con- 
tinue its  sinfully  wasteful  ways. 

On  such  personal— and  not  infre- 
quently irrational— grounds  do  many 
individual  Americans  fight  nuclear 
power.  For  those  who  want  to  be 
part  of  an  organization,  Ralph  Nader 
leads  a  loose-knit  antinuclear  move- 
ment. It's  a  strange  crusade,  uniting 
rightwingers  and  leftwingers,  ecolo- 
gists  and  rugged  individualists  in  a 
bedfellowship  as  strange  as  existed  in 
the  heyday  of  the  Prohibition  move- 
ment just  after  World  War  I. 

Despite  a  recent  Harris  poll  show- 
ing that  only  19%  of  the  American 
people  opposed  the  building  of  more 
nuclear  power  plants  (63%  were  in 
favor,  18%  "not  sure"),  the  antinu- 
clear coalition  has  been  remarkably 
successful.  It  has  certainly  slowed  the 
expansion  of  nuclear  power. 

But  have  the  antinuclear  people 
truly  thought  through  the  conse- 
quences of  their  actions?  Consider 
the  following  facts: 

In  the  next  ten  years,  even  with 
zero  population  growth,  the  number 
of  U.S.  households  will  increase  34% 
and  the  size  of  the  labor  force  will 
rise  25%— this  because  of  the  big 
bulge  in  the  birthrate  during  the  Fif- 
ties. Whence  will  come  the  energy  to 
power  the  homes  and  the  jobs  for 
these  people?  Not  only  will  electricity 
have  to  supply  the  new  capacity,  it 
will  also  have  to  replace  a  part  of  the 
fast-dwindling  supply  of  natural  gas. 


Even  adoption  of  the  most  stringent 
energy  conservation  can  only  delay 
briefly,  not  avert,  the  looming  energy 
shortage. 

It  takes  five  to  ten  years  to  start  a 
new  generating  plant  and  get  it  work- 
ing. Thus  there  is  very  little  time  to 
get  started  on  the  nearly  50%  expan- 
sion in  the  supply  of  electricity  that 
the  U.S.  will  need  by  1985  (this 
year's  rate  of  expansion  is  only  2.7%). 

This  kind  of  expansion  is  impos- 
sible without  considerable  new  nucle- 
ar capacity.  Additional  oil-burning 
plants  are  out  of  the  question;  the 
U.S.'  dependence  on  the  Organiza- 
tion of  Petroleum  Exporting  Coun- 
tries is  already  frightening.  Coal, 
while  plentiful,  cannot  fill  the  whole 
gap.  Not  enough  miners  or  transport 
are  available  to  quadruple  coal  out- 
put by  1985— which  is  what  it  would 
take.  (Besides,  the  people  of  Wyoming 
would  not  take  kindly  to  reducing 
their  state  to  a  puddle. ) 

Although  Nader  and  his  allies  do 
not  like  it,  the  fact  is  that  organized 
labor  leans  toward  the  development 
of  nuclear  energy.  Labor  men  see  red 
when  fanatical  environmentalists  say 
that  a  no-growth  society  is  preferable 
to  the  risks  of  nuclear  power.  To  la- 
bor, "no  growth"  means  "no  jobs/'  In 
Los  Angeles,  Sigmund  Arywitz,  an 
AFL-CIO  County  Federation  of  La- 
bor head,  puts  labor's  case  bluntly: 
"The  antinuclear  people  are  the  mid- 
dle class,  and  if  they  had  their  way, 
we'd  all  go  hungry." 

But  can  so  many  people  from  so 
many  walks  of  life  be  wrong  about 


the  dangers  of  nuclear  power? 
Forbes'  Jean  Briggs  has  spent  weeks 
crisscrossing  the  U.S.,  talking  with 
both  enemies  and  proponents  of  nu- 
clear power  generation.  After  care- 
fully weighing  the  evidence  and  con- 
sidering the  motives  of  both  sides, 
Forbes  has  concluded  that  the  op- 
ponents are  wrong.  Most  of  their  le- 
gitimate objections  have  been  met  or 
are  on  their  way  to  resolution.  Only 
lurid  imagination  can  deform  the  chil- 
dren in  Jim  Duree's  cartoons,  not  nu- 
clear reactors.  And  as  for  the  dangers 
of  potential  terrorists,  they  have  far 
easier  targets  available  to  them  than 
nuclear  power  plants. 

A  nuclear  explosion?  A  big  bang 
that  would  obliterate  an  entire  city? 
Forget  it.  In  a  nuclear  reactor,  it  takes 
the  most  concentrated  effort  to  keep 
the  reaction  going.  There  is  no  way 
for  a  nuclear  power  plant  to  pro- 
duce the  dreaded  mushroom  cloud. 

Why  then  the  bitter  opposition?  It 
is  sad  but  true  that  nuclear  power 
has  an  aura  of  bad  magic  about  it— 
and  most  people  are  more  supersti- 
tious than  they  care  to  admit.  Inside 
the  reactor,  atoms  are  being  split  and 
energy  released  and,  in  the  process, 
highly  radioactive  and  deadly  ma- 
terials are  created.  Somebody  is  tin- 
kering with  God's  universe. 

And  it  is  all  so  new.  As  recently 
as  1965  there  were  only  six  nuclear 
power  plants  operating  in  the  U.S. 
vs.  56  now.  That  people  should  fear 
something  so  new  and  so  potentially 
dangerous  is  not  at  all  surprising.  Af- 
ter all,  many  people  are  still  afraid  to 


Overcommunication.  Dr.  Norman  Rasmussen  is  dozing  because  he  has  often 
heard  his  MIT  colleague,  nuclear  critic  Dr.  Henry  Kendall,  on  the  subject. 
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The  road  to  success  is  paved  with  rocks 
Let  us  smooth  them  for  you. 
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Hamilton  Test  Systems' 
Autosense®  is  the  world's 
most  sophisticated  com- 
puterized diagnostic  unit 
for  automotive  engine 
analysis. 


High-powered  lasers, 
under  experimental  devel- 
opment by  Hamilton 
Standard, provide  unusual 
precision  and  control- 
lability in  the  construction 
of  car  bodies. 


Our  Essex  subsidiary  is 
the  nation's  leading  inde- 
pendent producer  of  electri- 
cal assemblies  for  the 
automotive  market. 


It  took  a  lot 

of  technology 

to  change  a 

name  like 

United  Aircraft. 

As  a  multi-market  company,  one  of  our 

markets  is  automotive.  Which  is  one  of  the 

reasons  our  old  name  no  longer  fits. 


The  name  our  company  has  borne 
since  1934  is  hardly  descriptive  of 
the  activities  in  which  we  are  now 
engaged. 

While  our  traditional  aircraft  and 
aerospace  businesses  continue  to 
grow,  we've  tapped  the  vast  tech- 
nology bank  that's  evolved  from 
these  operations  to  enlarge  the 
company's  business  base  in  indus- 
trial and  commercial  fields. 

ThroiTgh  the  selective  exercise  of 
our  abilities  and  skills  over  a  wide 
spectrum  of  high  technologies,  we're 
now  a  multi- market  corporation. 
But  one  with  the  same  solid, 
dependable  virtues.  A  corporation 


with  1974  sales  in  excess  of  $3.3 
billion,  substantial  financial 
strengths,  a  39-year  record  of 
consecutive  dividend  payments,  a 
truly  international  business  with 
representation  in  some  120  coun- 
tries of  the  world. 

We're  also  a  corporation  with  a 
promising  future.  Because  when  all 
those  technologies  are  United, 
there's  no  limit  to  our  powers  of 
invention.  United  Technologies 
Corporation,  Hartford,  Conn.  06101. 


1974 

1964 

Total  Sales 

$3,321,106,000 

$1,235,918,000 

Net  Income 

$104,705,000 

$29,084,000 

Business 
Backlog 

$3,577,000,000 

$1,200,000,000 

UNITED 
TECHNOLOGIES 


We'll  always  be  a  major 
force  in  flight  -  both 
military  and  commercial. 
Our  Pratt  &  Whitney 
Aircraft  engines  power 
aircraft  for  188  airlines 
around  the  world. 


72  years  alter  the  Wright  brothers 
made  their  demonstration  and  a  full 
quarter-century  after  airplanes  be- 
eame  the  dominant  mode  of  long- 
distance  passenger  travel.  In  New 
York  City  in  the  1890s,  the  press 
I  "murder"  when  alternating 
current  replaced  direct  current.  Even 
Thomas  A.  Edison  supported  the 
charges.  Opponents  electrocuted  ani- 
mals in  an  effort  to  support  their  case. 

Given  its  genesis  in  a  mushroom 
cloud  of  destruction,  given  the  hush- 
hush,  father-knows-best  attitude  of 
its  early  sponsors,  it  is  not  surprising 
that  nuclear  power  has  become  a 
prime  target  for  antiestablishment 
movements.  "We  were  our  own  worst 
enemies,"  says  Dr.  Norman  Hilberry, 
former  director  of  Argonne  National 
Laboratory.  But  many  of  the  oppo- 
nents are  very  selective  about  their 
tacts  and  quite  cynical.  Consider  Ed 
Koupal  of  California,  who  is  helping 
Ralph  Nader  organize  the  antinuclear 
fight  in  16  western  states.  Antinuclear 
slogans,  Koupal  says,  are  excellent  for 
getting  otherwise  uncommitted  peo- 
ple turned  on  to  consumerist  and  en- 
vironmental causes. 

The  simple  fact  is  that  nuclear  pow- 
er has  had  a  remarkable  safety  record, 
far  better  than  that  of  the  railroad  in 
its  early  days  or  the  airplane  or  even 
of  coal  generation  of  electricity.  No 
member  of  the  general  public  has 
been  killed  or  even  hurt  by  nuclear 
reactors.  There  have  been  mishaps 
and  near-accidents,  of  course.  But 
any  engineer  expects  this  from  a  new 
technology.  The  nuclear  bugs  have 
been  carefully  controlled  and  remark- 
ably nonlethal. 

The  U.S.  has  never  had  an  acciden- 
tal release  in  significant  amounts  of 
radioactive  substances  into  the  air.  It 
did  happen  in  Britain  in  1957,  but 
what  followed  is,  if  anything,  reassur- 
ing. Radiation  levels  did  not  become 
excessive.  Britain's  Atomic  Energy  Ad- 
ministration has  closely  studied  the 
people  in  the  area,  and  to  date  has 
detected  not  the  slightest  increase  in 
cancer. 

Aware  that  they  were  dealing  with 
cosmic  forces,  not  mere  mechanics, 
the  nuclear  energy  people  have  acted 
responsibly.  "These  machines  aren't 
toys,"  says  Dr.  Hans  Bethe,  Cornell 
University's  Nobel  prize-winning  phys- 
icist and  a  proponent  of  nuclear  pow- 
er. Adds  Dr.  Dixy  Lee  Ray,  former 
head  of  the  Atomic  Energy  Commis- 
sion, "And  the  reactor  industry  people 
know  this."  The  manufacturers  have, 
however  reluctantly,  added  safety 
features  on  top  of  safety  features  to 
meet  the  demands  of  critics. 

Take  the  issue  of  thermal  pollution. 
A  nuclear  power  station  creates  more 
energy  than  it  converts  into  electric- 


ity. The  excess  heat  is  dissipated  into 
water  from  the  stream,  lake  or  ocean 
where  the  plant  is  located.  This  used  to 
raise  nearby  water  temperatures  by 
about  20  degrees.  Though  some  fish 
seemed  to  like  the  warmer  water,  oth- 
ers did  not.  Certainly  some  fish  were 
killed,  though  not  many. 

Since      1972,      however,      nuclear 
plants     (as    well    as    other    industrial 


At  the  turn  of  the  century,  James  Thurber's  grandmother  suspected  this  new- 
fangled electricity  of  leaking  all  over  the  house.  Such  irrational  fears— if 
less  wittily  expressed— lie  behind  much  of  today's  antinuclear  sentiment. 

Copr.  ©1933,  1961  James  Thurber.  From  MY  LIFE  AND  HARD  TIMES,  published  by  Harper  &  Row. 


plants)  have  had  to  meet  federal  ther- 
mal pollution  standards.  The  stan- 
dards depend  on  the  body  of  water, 
but  essentially,  nearby  water  must  be 
heated  no  more  than  a  few  degrees. 
The  neighborhood  fish  seem  happy. 

But  the  issue  is  still  being  used 
against  nuclear  power.  A  group  called 
Another  Mother  for  Peace,  having 
lost  its  original  cause  with  the  end  of 
the  Vietnam  war,  has  joined  the  anti- 
nuclear "crusade";  its  brochure  still 
complains  about  thermal  pollution. 

How  about  radiation,  that  deadly 
peril?  How  much  of  it  leaks  into  the 
air  and  water  from  a  nuclear  plant? 
The  answer  today  is  a  minuscule 
amount,  a  tiny  fraction  of  the  normal 
background  radiation  in  which  we  all 
live.  Here,  too,  the  developers  of  nu- 
clear energy  have  gone  a  long  way 
toward  defusing  the  arguments  of 
their  detractors.  As  recently  as  1970, 
the  permissible  radiation  was  500  mil- 
lirems  per  year  at  the  plant  fence, 
five    times    the  background 


radiation  but  well  below  levels  where 
scientists  have  been  able  to  detect  any 
effect.  But  since  1970  federal  regula- 
tions have  cut  that  level  by  99%,  re- 
quiring that  the  radiation  released  be 
as  low  as  technically  and  economical- 
ly feasible— in  most  cases,  five  milli- 
rems  per  year  or  less  at  the  plant 
fence.  The  56  U.S.  plants  now  meet 
this  tough  standard. 

The  opponents  of  nuclear  power 
blithely  ignore  such  facts.  In  Wis- 
consin, for  example,  a  group  called 
LAND  (League  Against  Nuclear 
Dangers)  claims  Wisconsin  Electric 
is  leaking  radiation  from  its  Point 
Beach  plant,  and  that  the  radiation 
passes  into  the  grass  the  cows  eat 
and  thence  into  their  milk.  Howevi 
the    evidence    LAND    cites    tends,    in 

fact,  to  prove  the  opposite.  The  Foi 
nier  Atomic  Energy  Commission  rep 
rimanded  the  utility  for  not  cheek 
ing  out  an  unusually  high,  hut  still 
sale,  reading  found  in  one  milk  s.uu 
pie.   That   sample   was   taken    in    101 
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We're  not  very  good  at  standing  still. 


"When  you  find  something 
ood— stick  with  it." 

We  at  Metropolitan  Life  agree 
/ith  this  axiom.  Sometimes.  But 
lore  often  than  not  we  find  a  way 
f  doing  something  a  little  better— 
s  our  experience  with  group  insur- 
nce  and  pension  plans  reveals. 

Take  Group  Insurance.  From 
le  very  beginning  we  pioneered 
i  the  development  of  new  plans, 
uchas: 

Survivor  income  as  a  further 
rotection  to  the  family  in  the 
vent  of  the  death  of  the  head  of 
ousehold. 

Plans  to  replace  an  employee's 
icome  in  case  he  becomes  disabled. 

Medi  MET® — an  innovative 
rescription  drug  plan. 


Dental  insurance— a  rapidly 
growing  Group  coverage. 

Right  now  we  are  inaugurating 
Vision  Care  and  also  working  with 
Health  Maintenance  Organizations 
to  achieve  a  more  efficient  method 
of  providing  medical  care. 

Now,  consider  pension  plans. 
Did  you  know  that  more  than  50 
years  ago  Metropolitan  issued 
the  first  employee  pension  fund 
annuity  ever  written  in  the  insur- 
ance industry? 

And  since  that  time  we've 
continually  expanded  our  service 
in  administering  billions  of  dollars 
in  pension  funds. 

We  presently  are  equipped  to 
handle  all  communications  with 
pensioners,  arrange  for  supple- 


mental payments  outside  the 
pension  contract  and  keep  the 
employer  up  to  date  on  such 
things  as  withholding  regulations 
for  federal  and  state  governments, 
changes  in  federal  and  state  tax 
laws  and  regulations  relative  to 
pension  payments. 

We  also  gladly  offer  our 
counsel  on  the  complexities  and 
ramifications  of  the  Employee 
Retirement  Income  Security  Act. 

So  you  see,  we're  not,  and 
never  have  been,  very  good  at 
standing  still. 

If  you're  not  either,  why  not 
talk  to  us? 

S3  Metropolitan 

Where  the  future  is  now 


For  year 

has  been  a  on 
Now.  there  are  twi 


For  years,  the  giant  name  in  copying  has 
used  walk-up  convenience  to  rent  office 
copiers.  At  pretty  stiff  prices. 

We,  on  the  other  hand,  have  concentrated 
on  high-volume  copy  systems  fashioned 
around  performance,  reliability,  and  low 
cost-per-copy. 

Today,  the  big  savings 
potential  is  in  copying  larger 
quantities  of  multi-page 
documents.  The  giant 
has  a  stylish,  convenient 
offering.  But  ours  is  faster, 
more  efficient,  and  it  will 
save  you  more  money. 


It's  the  AM  4875  "Both  Sides  Now" 
Copymaker.  The  only  high-volume  copy- 
maker  that  prints  both  sides  in  one  quick 
pass.  On  plain  paper.  With  offset  quality — 
the  best  you're  likely  to  see. 

Because  a  copymaker  can  only  save  you 
money  when  it's  performing,  the  AM  4875 
is  designed  and  built  to  avoid 
downtime.  So  far,  more  than  200 
installations  confirm  its  reliability. 

If  you  want  something 
smaller  than  the  paper 
it's  printed  on,  the  AM 
4875  has  reduction 
capability.  Plus  one- 
side,  two-color.  And 
^automatic  collation. 


opy-making 

sided  business, 
ides  to  the  store 


All  of  which  goes  to  show,  there  are  two 
sides  to  even  a  two-sided  story.  The  giant's 
two-side  volume  copier  saves  you  50%  on 
paper.  We  save  you  that,  plus  50%  on  costly 
machine  and  operator  time  as  well. 

Or,  if  you  have  a  lot  of  volume,  but  not  so 
much  multi-page  copying,  consider  the  AM 
Total  Copy  System.  A  reliable,  economical 
plain-paper  volume  copymaker 
for  one-side  work. 

For  a  demon- 
stration of  either  fSA-     • 
of  our  money-  !fc*Jl        - 
saving 


high-volume  copymaking  systems, 
call  your  local  Multigraphics 
Sales  Office  today.  Or  write 
Dept.  M,  1800  W.  Central 
Road,  Mt.  Prospect, 
111.  60056. 


A    & 


u» 


\ 


<0       Q 

V*. 

O 

(0 


v?  o 
o   •    \ 


%  \  %  \  z 

CO 


sf1 


$.  0.   Q 


% 


% 


7** 


n 


% 


% 


* 


no 
inters 
time 
rge-back 
>py  centers 
at  the  con- 
ic   copiers    are 


Multigraphics  Volume 
Total  Copy  Systems 
on  Multigraphics  Copy 
CP)  which  offers  a  de- 
|  scale  of  per  copy  cost, 
ge  cost  of  a  Total  Copy 
Sim  copy  is  1.10.  "During  the 
four  months  the  controlled 
opy  center  system  operated,  we 
save  $50,510,"  said  Mr.  Dansereau. 
"Last  August  we  saved  $15,046, 
based  on  our  costs  with  the  old 
system,  although  we  produced 
178,000  more  copies  than  in  our 
earlier  comparison  month." 

Thanks  to  a  new  mail  delivery 
system  installed  at  the  same  time 
as  the  copy  centers,  turnaround 
time  is  about  an  hour.  Rush  jobs 
can  be  handled  at  the  copy 
centers  while  somebody  waits.  • 


Sogo  Shosha: 

An  old,  old 

business 
concept 

ideal  for 
today's  new 
economic 
climate. 


The  international  experience  and 
facilities  of  most  American  companies 
is  limited.  Nissho-lwai,  one  of  the 
world's  largest  "Sogo  Shosha"  or  gen- 
eral trading  companies,  is  deeply  and 
continuously  committed  to  global 
trade.  We  have  the  ability  to  do  busi- 
ness with  and  for  anyone,  anytime, 
anywhere  on  earth.  In  fact,  last  year 
we  assisted  American  businesses  in 
over  $3  billion  in  foreign  trade. 

We  can  efficiently  perform  a  vast 
number  of  functions  because  we 
employ  thousands  of  specialists  in  1  50 
instantly  interconnected  offices 
throughout  the  world. 

Thus,  if  your  need  is  exploring  or  in- 
venting, creating  or  processing,  buy- 
ing or  selling,  transporting,  storing, 
converting,  constructing,  importingor 
exporting,  we  can  aid  you  in  any  and 
every  step  of  the  way.  For  major  proj- 
ects, we  can  arrange  joint  and  even 
multi-ventures. 

Write  for  additional  information  to- 
day. Let  us  grow,  hand  in  hand. 


Nissholwai 

American 

Corporation 

1211  Avenue  of  the  Americas 
New  York,  New  York  10036 

Offices  in  Anchorage/Atlanta/Chicago/ 
Detroit/Houston/Los  Angeles/Portland/ 
San  Francisco/Seattle/St.  Louis 


mis. 

Per  dozen 


TITLEIST  AM  types 

TOPFLITE 

REDorBLUEMAXFLI 

^FACTORY  FRESH-FIRST  LINE  BALLS 

IMPRINTING  PERSONAL  OR  CORPORATE  NAME 
50t  A  DOZ  FOR  TITLEIST  OR  TOPFLITE  -  NO  CHG.  MAXFLI 
IMPRINT  ORDERS  SHIPPED  IN  4  WKS   -  OTHERS  24  HRS 

3?  CUSTOM  PRO  $6.88  Dozen 
WONT  CUT-MFG.  IN  AKRON,  0 

FREE  IMPRINTING  ON  48  DOZ.  CUSTOM  PRO 

V/E  DROP  SHIP  GIFT  ORDERS  -  $1  50  EA 

BankAmencard  —  Master  Chg  —  Send  card  8  and  exD  date 

Add  $1  50  postage  &  handling  for  entire  oider 

(Ohio  residents  add  4%  sales  tax)  No  C  0  D  s 

JfVThe  Highlander  Co.. 470  E.  Thornton  St. .Akron.  Ohio  443P 

^  Phone  Orders  216/253  9524 


OWN  YOUR  OWN 

MONEY  BUSINESS 

REPRESENT  OVER  2,000  U.S.  SOURCES  OF  CAPITAL 

"BECOME  A  FINANCIER" 

Ideal  for  executive  type  person,  R.  E. 
Ins.  and  stockbrokers.  Operate  from 
a  dignified  professional  office.  Cli- 
ents come  to  you  for  Venture  Capi- 
tal Assistance.  Must  be  sincere  with 
well-rounded  business  background. 
Instant  Hi  income  for  right  person. 

$U.S.32,500  Cash  Will  Handle 

For  details  write  Dept.  21,  Computer  Capital  Corp., 

6922  Hollywood  Blvd.,  Los  Angeles.  Calif.  90028 

Call  Mr.  Van:  (213)  463-4841 


its  levels  have  never  again  been  found. 
though  the  milk  is  regularly  moni- 
tored. It  is  quite  likely  that  the  check- 
ing equipment  itself  was  faulty  in  that 
long-ago  worrisome  sample. 

The  days  are  long  gone  when  peo- 
ple trusted  their  government  implicit- 
ly. If  nothing  else  did,  Vietnam  ended 
that.  So,  it  is  not  surprising  that  the 
general  public  became  suspicious  of 
anything  shrouded  in  official  mys- 
tery and  stamped  "secret"  the  way  nu- 
clear matters  were.  There's  no  ques- 
tion but  that  the  old  Atomic  Energy 
Commission  (1946-75)  hurt  its  own 
cause  with  its  secretive,  arrogant  at- 
titude. The  AEC  took  the  general  at- 
titude that  laymen  should  leave  nu- 
clear matters  to  the  priestly  caste. 
People  easily  became  convinced  that 
the  AEC  was  hiding  something.  What 
odd  sacrifices  were  going  on  in  that 
closely  guarded  temple? 

The  old  AEC  is  dead,  its  respon- 
sibilities parceled  out  to  the  Nuclear 
Regulatory  Commission  and  the  En- 
ergy Research  &  Development  Ad- 
ministration. Nuclear  energy  is  no 
longer  a  private  preserve  of  the  nu- 
clearists,  but  is  now  officially  viewed 
in  the  total  energy  context.  The  dam- 
age, however,  has  been  done. 

Producing  A  Zealot 

Take  the  sad  case  of  Dr.  Henry 
Kendall,  an  articulate,  learned  Mas- 
sachusetts Institute  of  Technology 
high-energy  physicist.  In  1971  Ken- 
dall became  convinced  there  was  an 
essential  nuclear  safety  weakness. 

As  water  circulates  in  the  core  of 
most  nuclear  reactors,  it  carries  away 
the  heat  generated  by  the  fissioning 
uranium.  If  the  cooling  pipes  should 
ever  break,  the  radioactive  material 
decaying  inside  would  get  so  hot  it 
would  melt  the  core.  Were  this  to 
happen,  the  core  could  sink  right  in- 
to the  earth  and  pollute  both  air  and 
subsurface    water    with    radioactivity. 

Dr.  Kendall  was  so  convinced  that 
the  backup  cooling  system  was  in- 
adequate that  he  took  his  case  to 
the  AEC.  The  AEC,  in  effect,  told 
him  to  go  jump  in  the  lake.  Largely 
at  Kendall's  insistence,  however,  hear- 
ings were  held.  They  lasted  two  years 
and  produced  over  20,000  pages  oJ 
testimony.  As  a  result,  the  bai  kup 
systems  were  greatly  improved.  Dr. 
Ian  Forbes,  head  of  nuclear  engineer 
ing  at  Massachusett's  Lowell  Tech- 
nological Institute,  who  had  originall) 
sided  with  Kendall,  says  he  now  is  sal 
isfied  that  the  new  system  is  safe 

Kendall,  however,  was  so  soured  by 
the  whole  situation  that  he  has  be 
come  a  propagandist  against  nuclear 
development.  (It  was  Kendall,  in 
fact,  who  got  Ralph  Nader  Interested 
in    the    subject.)    Kendall    slill    insists 
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Our  data  system  thinks 
obsolete  is  a  dirty  word. 


Some  companies  make 
a  living  from  obsolescence. 
They  beg  you  to  try  their  new 
equipment,  knowing  they'll 
have  something  new  to  replace 
it  with  before  the  year  is  out. 
The  CalComp 
Virtual  Terminal  System. 

Here  is  a  data 
communications  system  that 
does  not  know  the  meaning  of 
the  word  "replacement'.' 

You  get  one  terminal 
system  for  virtually  all  your 
data  communications  jobs. 
When  you  add  to  it,  you  get 
only  the  added  capability. 
Card  readers,  video  display, 
line  printers  and  disk  drives 
all  attach  to  our  unique 


B40  intelligence  module. 

And  attaching  is  a  lot 
cheaper  than  replacing. 
We'll  cut  your  phone  bill. 

Our  peripherals  connect 
directly  to  the  intelligence 
module  through  coaxial  cables 
up  to  7500  feet  away,  with  no 
phone  equipment. 

If  you  do  require  phone 
lines,  our  full  duplex  line 
control  can  double  the  capacity 
of  the  line  and  cut  costs  by 
allowing  simultaneous 
transmission  and  reception. 

If  you're  thinking  of 
installing  a  high-performance 
data  system,  or  if  your 
current  one  is  too  expensive 
to  operate,  get  in  touch 


®QQ@®®<2> 


with  CalComp. 

Our  system  is  less 
expensive  to  buy,  and  less 
expensive  to  use. 

Call  or  write  your  local 
CalComp  office,  or  contact 
California  Computer  Products, 
Inc.,FM-M9-75,West  La  Palma 
Avenue,  Anaheim,  California 
92801. 
(714)  821-2011. 


the  cooling  system  backup  is  inade- 
quate. Complains  he,  "They  made 
sonic  minor  changes  but  they  were 
basic-all)  cosmetic."  No  one  doubts 
Kendalls  sincerity,  but  his  antinu- 
clear  argument  now  has  little  support 
among  other  nuclear  scientists.  The 
improved  cooling  system's  reliability 
lias  been  studied  by  a  group  of  60 
sci(  ntists  headed  by  Dr.  Norman  Ras- 
innsscii.  head  of  the  nuclear  engineer- 
ing department  of  MIT.  The  Rasmus- 
sen  report  concludes  that  the  proba- 
bility of  all  systems  failing  at  the  same 
time  with  a  resulting  catastrophic  ac- 
cident is  remote  indeed— perhaps  like 
the  chance  of  a  severe  earthquake 
occurring    during    a    major    volcanic 


Cooling  towers  add  an  average  $15 
million  to  the  cost  of  a  nuclear  plant, 
but  they  keep  nearby  waters  at  nor- 
mal temperatures.  Now  critics  are 
complaining  they  are  unsightly. 


eruption  in  the  midst  of  a  hurricane. 

Since  the  Rasmussen  study,  the  an- 
tinucleor  people  have  been  talking 
less  about  reactor  safety  and  more 
about  the  fuel  cycle.  They  have 
jumped  on  the  question  of  civic  safety 
and  extended  it  to  civil  rights  in  con- 
nection with  spent  nuclear  core  rods. 
The  spent  fuel  rods  eventually  have 
to  be  sent  to  special  facilities  for 
reprocessing  in  order  to  extract  re- 
maining usable  fuel,  including  plu- 
tonium,  one  of  the  deadliest  sub- 
stances known,  and  to  separate  the 
wastes.  What  if  there  should  be  an 
accident  in  transporting  the  spent 
rods?  How  can  the  rods  be  guarded 
against  terrorists? 

The  man  who  raised  the  terrorism 
issue  is  Dr.  Theodore  Taylor,  the  cele- 
brated physicist  who  designed  atomic 
bombs  at  Los  Alamos.  Since  he  raised 
the  issue,  the  antinuclear  propagand- 


ists have  made  a  red  herring  of  it: 
The  necessary  safety  precautions,  they 
charge,  would  mean  a  loss  of  civil 
liberties.  (So  does  frisking  at  airports, 
but  the  civil  libertarians  accept  that. ) 
Dr.  Taylor  himself  now  believes  the 
issue  can  be  resolved  economically 
and  without  mass  violations  of  civil 
liberties. 

Dr.  Dixy  Lee  Ray  makes  a  telling 
point  in  this  regard:  Terrorists  who 
come  in  contact  with  fuel  cores 
would  face  quick  and  certain  death. 

What  about  those  lethal  nuclear 
wastes?  After  fuel  rods  are  repro- 
cessed, some  wastes  will  stay  radio- 
active for  250,000  to  500,000  years. 
What  can  be  done  with  such  ma- 
terials? Critics  claim  this  is  a  moral  is- 
sue: We  ought  not  bequeath  these 
"hot"  wastes  to  future  generations. 
This  is  a  problem,  certainly,  but  is  it 
worse  than  our  profligate  burning  of 
fossil  fuels?  Which  is  more  harm- 
ful to  posterity:  leaving  them  with  a 
problem  capable  of  solution?  Or  leav- 
ing an  earth  bereft  of  coal  and  of  oil? 

Conventional  proposals  for  dispos- 
ing of  the  wastes  involve  solidifying 
it  and  burying  it  in  geologically  sta- 
ble formations  deep  within  the  earth 
or  perhaps  in  retrievable  form  in  an 
underground  cavern.  Since  the  waste 
from  a  large  (1,000  megawatt)  reac- 
tor each  year  could  be  stored  in  a 
4-foot  cube,  such  proposals  certainly 
aren't  impossible. 

Rut  there  are  other  possibilities. 
Ex-Argonne  Director  Norman  Hilber- 
ry  says  the  thing  to  do  is  find  a  use 
for  them— make  them  profitable.  Dr. 
Theodore  Taylor  suggests,  as  ex- 
AEC  head  James  Schlesinger  did  be- 
fore him,  that  if  all  else  fails,  we  can 
always  send  them  off  in  a  rocket  aimed 
at  the  sun.  Farfetched?  It  may  sound 
that  way,  but  both  Taylor  and  Schle- 
singer were  speaking  from  knowledge. 

When  their  safety  arguments  are 
demolished,  the  antinuclearists  tend 
to  retreat  to  an  economic  argu- 
ment. They  claim  that  existing  nu- 
clear plants  aren't  running  at  anything 
like  their  full  capacity.  David  Comey, 
a  Sovietologist  turned  professional  en- 
vironmentalist, makes  much  of  this  ar- 
gument. He  has  tried  to  persuade  in- 
vestment bankers  to  avoid  nuclear  de- 
velopment as  a  bad  risk.  ("No  bucks, 
no  nukes,"  he  chortles. )  But  what  are 
the  facts?  Nuclear  power  plants  have 
operated  well  below  capacity.  Be- 
cause of  technical  and  regulatory 
problems  they  have  produced  an  av- 
erage of  57%  of  what  they  were  de- 
signed to  produce-but  even  that  un- 
expectedly low  figure  was  somewhat 
better  than  the  performance  of  the 
average  large  fossil-fuel  plant.  At 
current  operating  rates,  U.S.  nuclear 
plants   in    1974   saved   an   estimated 


$800  million  as  compared  with  fossil- 
fuel  plants  of  equivalent  output.  In 
the  first  quarter  of  1975  in  Philadel- 
phia, they  saved  customers  $17  mil- 
lion. In  New  York  $24  million. 

True,  a  nuclear  plant  costs  more 
to  build  than  either  an  oil-  or  coal- 
fired  plant,  currently  $120  more  per 
lew  of  capacity  as  opposed  to  coal. 
But  the  cost  of  nuclear  fuel  is  so  much 
dess  than  either  oil  or  coal  that  over 
the  life  of  the  plant  the  cost  advan- 
tage is  clearly  nuclear's. 

At  Northeast  Utilities,  for  example, 
the  total  cost— including  capital  cost 
—of  a  kilowatt  hour  produced  by  the 
company's  nuclear  plants  is  9.63  mills; 
a  kwh  produced  by  its  oil-fired  plants 
costs  30.80  mills.  At  Wisconsin  Elec- 
tric, a  nuclear-generated  kwh  costs 
9.32  mills,  while  a  coal-generated 
one  costs  15.95.  The  story  is  much  the 
same  across  the  country. 

Costly  Fuel? 

But  what  of  the  economic  future? 
With  the  price  of  uranium  going 
straight  up,  won't  nuclear  lose  this  ad- 
vantage? Wallace  Behnke,  executive 
vice  president  of  Commonwealth  Edi- 
son in  Chicago,  thinks  not.  "Nuclear's 
advantage  over  coal  is  likely  to  in- 
crease rather  than  decrease,"  he  says. 
Coal  is  just  beginning  to  run  into 
some  of  the  environmental  problems 
and  licensing  delays  that  have  tradi- 
tionally beset  nuclear.  As  this  hap- 
pens, the  cost  of  building  and  supply- 
ing coal  plants  is  likely  to  escalate 
rapidly.  At  the  same  time,  Behnke 
says,  with  greater  standardization  and 
fewer  licensing  delays,  nuclear's  costs 
may  well  stabilize. 

John  Hill,  deputy  administrator  of 
the  Federal  Energy  Administration, 
supports  this  view:  "Taking  into  con- 
sideration the  probable  increase  in 
uranium  prices,  increasing  costs  of 
uranium  enrichment,  the  costs  of  re- 
processing and  of  safeguards,  it's  still 
unlikely  that  nuclear  power  will  lose 
its  advantages." 

The  argument  that  inflation,  with 
its  huge  impact  on  construction  and 
capital  costs,  will  hurt  nuclear  more 
than  fossil  fuel  plants  does  not  wash. 
The  same  factors  that  drive  up  the 
capital  costs  of  nuclear  power  plants 
will  push  up  the  costs  of  getting  coal 
out  of  the  ground  and  will  impact 
what  OPEC  charges  for  its  oil. 

There  remains,  of  course,  the  dan- 
ger of  a  global  uranium  cartel 
(Forbes,  Jan.  15).  But  it  is  quel 
tionable  whether  this  could  ever  bi- 
as effective  as  OPEC.  Uranium  rep 
resents  just  17%  of  the  overall  cost  ol 
nuclear  power  generation,  as  opposed 
to  65%  for  oil  in  oil-fired  plants. 

Confronted  with  these  facts  and 
figures,  the  opponents  of  nuclear  pow 
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Here  is  a  way  to  know 
as  much  about 

international  finance 
as  a  Swiss  Banker. 
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Talk  to  one. 

If  you  have  a  need  for  international 
banking  services,  just  call  the  Swiss  Bank 
Corporation  here  in  the  United  States.  You 
will  be  put  in  contact  with  an  expert  in 
your  area  of  concern.  His  advice  and  infor- 
mation is  backed  by  a  worldwide  network 
of  experienced  Swiss  bankers. 

So  pick  up  the  phone  and  give  us  a 
call.  When  it  comes  to  matters  of  inter- 
national finance. .  .even  other  banks  do. 
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SWISS  BANK 
CORPORATION 

The  oldest  and  largest  Swiss  bank 
in  the  United  States. 


New  York  Branch  (212)  791-2777,  Chicago  Branch  (312)  346-0350,  San  Francisco  Agency  (415)  434-2640, 

Los  Angeles  Representative  Office  (213)  489-5900. 


If  the  cost  of  a  new 
plant  location 

docsritaddup 


youdidht  figure 
on  SouthCaroli  na. 


Figure  again.  Available  buildings  and  a  technical  educa- 
tion system  to  train  your  employees  free  of  charge  will 
help  reduce  industrial  start-up  time  and  cost. 

A  reasonable  tax  structure  and  low  work  stoppage  rate 
will  help  reduce  operating  cost. 

Add  it  up... South  Carolina  has  what  it  takes  for  indus- 
try to  make  a  profit . . .  people,  location,  and  a  healthy  busi- 
ness climate. 

Find  out  the  score.  Write  or  call  Milt  Folds,  Director, 
South  Carolina  State  Development  Board,  Suite  306,  P.O. 
Box  927,  Columbia,  South  Carolina  29202.  (803)  758-3145. 
Telex  810-666-2628. 


er  have  one  more  fallback  position. 
Nuclear  power,  they  claim,  is  sub- 
sidized. It  could  not  operate  without 
the  federal  insurance  provided  under 
the  Price- Anderson  Act. 

The  argument  sounds  good,  but  is 
a  distortion.  The  Federal  Government 
had  to  step  in  because  private  compa- 
nies are  limited  by  their  assets  in  the 
amount  of  insurance  they  can  provide. 
So  the  Government  wrote  the  insur- 
ance both  to  encourage  the  industry 
and  to  protect  the  public. 

The  truth  is,  however,  that  insur- 
ance companies  do  provide  a  steadily 
increasing  percentage  of  the  total. 
Maximum  coverage  on  a  single  ac- 
cident is  $560  million.  Of  this,  pri- 
vate companies  now  provide  $125  mil- 
lion, up  from  $60  million  maximum 
in  1957.  Recently  they  cut  their  pre- 
miums 20%  because  of  the  industry's 
safety  record.  "There's  no  reason 
now,"  says  the  Lowell  Institute's  Ian 
Forbes,  "that  the  industry  can't  in- 
sure itself." 

Dirty  Tricks 

In  California,  where  the  art  of  the 
political  dirty  trick  has  been  devel- 
oped to  a  high  degree,  the  antinucle- 
ar  crusaders  have  hit  upon  a  clever 
ploy.  They  recently  qualified  for  the 
ballot  an  initiative  that  would  pro- 
hibit use  of  California  land  for  nu- 
clear sites  unless  every  individual 
were  fully  indemnified  for  the  worst 
conceivable  accident.  If  this  insurance 
protection  was  not  forthcoming  with- 
in a  year  of  passage  of  the  law,  no 
new  plants  could  be  built,  and  old 
plants  would  have  to  be  derated  and 
ultimately  phased  out.  The  initiative 
comes  to  a  vote  next  June. 

Richard  Spohn,  who  has  worked 
with  Ralph  Nader  for  more  than  five 
years  and  who  was  recently  appointed 
to  head  the  California  Consumer  Ser- 
vices Division,  brags:  "We  did  studies 
to  determine  the  best  way  to  get  signa- 
tures for  a  petition,  and  then  we  used 
that  technique."  Politically  shrewd, 
but  is  it  honest? 

A  more  recent  issue  is  the  so-called 
spread  of  nuclear  weapons  via  nucle- 
ar reactors.  The  assumption  underly- 
ing the  argument  is  that  the  U.S.  can 
somehow  prevent  other  nations  from 
having  both  reactors  and  bombs. 
Which,  of  course,  is  not  the  case.  The 
recent  sale  of  reactors  to  Brazil  by 
West  Germany  is  an  example  of  that. 
Another  example  is  South  Afri< 
which  has  devised  its  own  reactor, 
as  well  as  its  own  uranium  enrichment 
process.  And,  of  course,  India.  It  is 
difficult  to  see  how  a  U.S.  decision  to 
renounce  use  of  nuclear  power  would 
be  binding  on  other  countries,  main 
of  whom  need  it  far  more  desparatel) 
than  we  do. 
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The  American  Businesswoman 


A  lot  more  than  a  pretty  face. 

An  individual  to  be  reckoned  with.  On  and  off  the  job 
she  faces  her  share  of  problems  and  hazards. 

So  we  design  the  documents  that  insure  her  life,  her 
home,  her  company,  her  car,  her  valuables,  her  health. 

If  she  gets  sick  or  disabled  and  can't  work,  we  send 
her  an  income  that  helps  her  make  ends  meet  until  she  can 
make  them  meet  again  on  her  own. 

*  If  she  needs  rehabilitation,  we  send  her  specialists. 
We  helped  pioneer  the  whole  rehabilitation  idea. 

When  it's  time  for  her  to  retire,  we  send  her  a  con- 
tinuing pension  that  adds  some  glitter  to  her  golden  years. 

We  look  after  the  American  Businesswoman — because 
keeping  Americans  safe,  and  sound,  is  our  reason  for 
being  in  business. 


JL\merican 

J\^Utlial  We  want  to  keep  you  safe,  and  sound. 


INSURANCE  COMPANIES, 
WAKEFIELD,  MASS.  01 880 


Is  exporting  your  intention? 
You  need  the  3rd  dimension. 


No  matter  what 
product  you  make,  no 
matter  what  services 
you  offer,  there  are 
three  ways  FCIA  can 
help  you  to  successfully 
export  them.  We  call 
them  the  third 
dimension  in  credit 
flexibility. 

First,  in  more  than 
140  countries  around 
the  globe,  an  FCIA 
policy  is  protection 
against  the  loss  of  dollar 
obligations  due  to 
commercial  or  political 
risks. 

Second,  here  at 
home,  an  FCIA  policy 
is  recognized  as 
collateral  towards  more 
flexible  financing  by 
financial  institutions. 
(That's  because  FCIA  is 
backed  by  53  of  our 
country's  leading 
marine,  property  and 
casualty  insurance 
companies  and  by  the 
Export-Import  Bank  of 


the  United  States, 
Eximbank.) 

Third,  FCIA 
insurance  lets  you 
extend  selling  terms  to 
your  overseas 
customers,  thus  making 
your  product  more 
competitive  and 
increasing  your  sales. 

With  your  credit 
risks  eliminated  and 
with  help  available  for 
financing  your 
receivables,  you  are 
ready  to  compete  with 
other  exporters  and 
foreign  suppliers.  Or, 
another  way  of  putting 
it  is,  with  FCIA,  your 
profits  abroad  might  be 
even  better  than  your 
profits  at  home. 


FCfifl 


Foreign  Credit  Insurance  Association 
Headquarters  Office: 
One  World  Trade  Center, 
New  York.  N.Y.  10048 
Regional  Offices:  Atlanta,  Chicago. 
Cleveland,  Houston,  Los  Angeles, 
Milwaukee,  San  Francisco, 
Washington.  D.C. 
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"Savor  it  in  sips... 

it  provides  brighteners 
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for  many  a  day. 


R.  H.  Herzog 
President,  3M  Company 


Fact  &  Comment  by  Malcolm  S.  Forbes. 

295  pages  in  a  handsomely  bound  hardcover  edition.  Send  check 

for  $7.95  to  Forbes  Inc.,  60  Fifth  Avenue,  New  York,  N.Y.  1001 1 

(New  York  State  residents,  add  4%-8%  for  sales  tax;'  New  York  City,  8%) 


A  final  argument  trotted  out  by 
some  antinuclear  people  says  that 
present  nuclear  plants  involve  an  in- 
terim technology.  Convinced  that  the 
breeder  reactor  is  dying  of  its  own 
technical  problems,  they  now  say  we 
should  wait  for  the  fusion  reactor.  Or 
wind  power.  Or  solar  generation.  But 
they  know  full  well  that  large-scale 
use  of  those  alternative  technologies  is 
decades  away,  while  the  electricity 
shortage  is  only  a  few  years  ahead 
and  the  oil  crisis  is  right  now. 

Seeing  Things  Whole 

Too  many  people  have  fallen  into 
a  habit  of  seeing  issues  in  isolation. 
They  oppose  nuclear  power,  for  ex- 
ample, because  it  is  not  a  perfect  an- 
swer to  the  energy  problem.  They 
demand,  in  another  area,  that  pollu- 
tion controls  be  carried  to  almost  im- 
possible lengths.  They  want  auto  safe- 
ty and  environmental  controls  with 
no  consideration  of  the  costs  in  jobs 
and  living  standards.  They  see  life 
in  small  segments.  They  talk  of  ener- 
gy conservation  without,  in  most 
cases,  showing  any  willingness  to  give 
up  any  of  the  privileges  and  pleasures 
that  modern  society  offers.  They  as- 
sume, somehow,  that  people  in  oth- 
er countries  will  willingly  forego  a  bet- 
ter life  so  that  Americans  can  have 
both  a  high  standard  of  living  and  an 
ideal  environment. 

In  a  sense,  this  is  a  betrayal  of  the 
very  idea  of  ecology,  which  is  sup- 
posed to  be  concerned  with  the  in- 
terrelationship of  organisms  and  their 
environment.  Hungry  Indians  and  job- 
less Americans  are  part  of  this  over- 
all system,  and  their  rights  must  be 
considered  along  with  clean  air  and 
nuclear  dangers,  real  and  imagined. 
The  emotional  and  frequently  unrea- 
sonable opposition  to  nuclear-power 
generation  is  a  prime  example  of  one- 
sided environmentalism,  of  a  failure 
to  see  things  whole. 

As  we  said  at  the  beginning,  there 
is  also  a  cynical  side  to  the  antinuclear 
argument.  It  is  best  illustrated  by  the 
true  story  of  a  group  of  wealthy  Ba-- 
kersfield,  Calif,  farmers  who  own  big 
ranches.  Several  utilities,  including 
Southern  California  Edison,  Pacific 
Gas  &  Electric  and  the  Los  Angeles 
Department  of  Water  &  Power,  are 
proposing  to  build  a  nuclear  plant  in 
their  neighborhood.  It  is  not  lost  on 
the  farmers  that  the  plant  might  hurt 
their  land  values.  So  they  are  thinking 
of  hiring  a  lawyer  who  specializes  in 
environmental  causes  and  fighting  the 
plant  on  the  grounds  that  "crazies 
might  blow  it  up.  That  is  what  is 
known  as  being  crazy  like  a  fox.  But 
what  does  it  have  to  do  with  the  hem 
fits  of  nuclear  power  to  the  nation 
as  a  whole?  ■ 
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Dravo  can  help  the  coal  industry  put 
America  back  in  the  black. 
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i  economic  recovery 
and  growth  are  dependent  on 
energy  availability.  If  oil  im- 
ports are  restricted,  some 
sources  feel  recovery  could  be 
delayed  and  unemployment 
could  average  10  percent  over 
the  next  15  years.  But  over- 
reliance  on  imported  oil  will 
cause  inflation  to  spiral  and 
weaken  our  balance  of 
payments. 

Coal  may  be  the  single  most 
important  factor  in  solving 
ihese  energy  and  economic- 
crises.  It  can  be  the  principal 
fuel  for  generating  electricity 
for  decades.  And  it  can  help 
America  reduce  oil  imports 
without  slowing  down 
economic  recovery. 

America  has  coal  reserves 
that  are  among  the  largest  in 


the  world.  And  Dravo  has  the 
processes,  equipment  and 
engineering  know-how  to  help 
expand  and  modernize  the 
nation's  coal  production 
facilities  and  to  broaden  the 
utilization  of  coal. 

We  can,  for  instance,  help 
the  coal  industry  develop  new 
surface  and  underground 
mines.  Sell  or  rent  the  equip- 
ment for  surface  mining  and 
subsequent  land  reclamation. 
Mine  coal  on  a  contract  basis. 
And  design,  engineer  and 
construct  plants  to  process 
the  coal. 

We  also  offer  a  number  of 
systems  for  moving  coal. 
From  overland  conveyors  to 
barges.  And  a  barge  line  for 
transportation. 

And  we  are  experienced  in 


design  and  construction  of 
plants  to  convert  coal  into 
synthetic  oil  and  gas,  coke  and 
a  variety  of  by-product 
chemicals. 

Dravo  is  involved  in  many 
other  activities  that  he*p  meet 
vital  needs  such  as  pollution 
control,  food  processing  and 
bulk  materials  handling.  But 
to  a  lot  of  Americans  the 
efficient  use  of  our  coal  re- 
serves is  like  money  in  the 
bank. 

Dravo  Corporation 
One  Oliver  Plaza 
Pittsburgh,  Pa.  15222 


A  company  of  uncommon  enterprise 


Now  what? 
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Navy  salvage  experts  couldn't  float  the  U.S.S. 
Knox  by  conventional  techniques.  So  she  lay  impaled 
on  a  spiny  coral  reef  in  the  South  China  Sea. 

Olin's  urethane  technology  came  to  the  rescue. 
Nearly  80  tons  of  Autofroth  rigid  foam  were  pumped 
into  17  of  the  ship's  flooded  compartments  which  freed 
the  ship  from  the  reef.  She  was  towed  to  Formosa  and 
later  rebuilt. 

I  Trethane  is  one  of  the  most  versatile  products  ever 
known.  It  can  be  light,  flexible,  tough,  or  rigid.  Mold  it 
into  any  shape  you  can  imagine— furniture,  shoes,  dash- 
boards. It  both  insulates  and  contributes  structural  sup- 
port. Omalon  carpet  foundation,  an  Olin  urethane,  has 
even  turned  the  floor  covering  business  upside  down. 

35  years  ago,  urethane  was  just  a  dream.  But  it's 
here  today.  And  in  terms  of  breadth  and  depth  of  supply- 
ing this  miracle  foam,  we're  the  best.  Which  is  nice  to 
know  even  if  your  ship  isn't  sinking.  J  J 
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Why?  The  reason  the  traffic  is 
moving  might  be  right  overhead. 
That  traffic  control  JetRanger 
hovering  up  there  comes  from 
Textron's  Bell  Helicopter  Division— 
the  leading  manufacturer  of 
commercial  helicopters. 

Think  about  it.  Textron  is  Bell 
helicopters.  And  Sheaffer  pens.  And 


Talon  zippers. 

And  the  one  thing  they  all  have 
in  common  is  the  uncommon 
products  they  are. 

Texhvn 

A  COMPANY  TO  THINK  ABOUT. 


Living 

Under  The  Gun 

By  taking  chances  others  shun,  Bob  West 
built  a  giant  oil  company  in  jig  time. 


Bob  West's  office  might  make  most 
people  nervous.  Boxed  on  a  table, 
aimed  directly  at  his  favorite  chair, 
is  a  Colt  .45.  Says  he:  "I  like  to  al- 
ways feel  under  the  gun." 

Dr.  Robert  V.  West,  54  (he's  a 
Ph.D  in  chemical  engineering  from 
the  University  of  Texas),  certainly 
keeps  himself  under  the  gun.  When 
he  founded  Tesoro  Petroleum  in  1964, 
it  did  under  $250,000  in  revenues 
and  was  in  the  red.  By  last  year  its 
revenues  as  an  integrated  oil  compa- 
ny had  expanded  to  $511  million  and 
its  profits  were  just  short  of  $59  mil- 
lion ($5.55  a  share).  Tesoro  now  runs 
four  smallish  domestic  refineries.  It 
sells  the  output  in  Alaska,  the  moun- 
tain states,  California  (under  the 
name  "Digas")   and  Europe. 

This  year,  when  most  oil  compa- 
nies are  reporting  sharply  lower  earn- 
ings, Tesoro's  net,  despite  a  rela- 
tively weak  second  quarter,  should 
hold  at  about  $4.40  for  the  fiscal 
year  ending  this  month,  down  only 
about  20%  from  1974's  record. 

Scarcely  pausing  for  breath,  West 
this  year  tendered  for  control  of 
Puerto  Rico's  Commonwealth  Oil  Re- 
fining Co.,  which  is  half  again  bigger 
than  Tesoro.  He  garnered  37%  of  the 
stock  and  hopes  to  pick  up  the  rest 
before  the  year  is  over.  With  Com- 
monwealth in  the  fold,  Tesoro  will  be 
doing  business  at  a  rate  of  around 
$1.8  billion.  Tesoro  has  come  a  long 
way  fast. 

Of  course,  operating  under  the  gun 
has  some  disadvantages,  too.  The 
Commonwealth  tender  was  financed 
with  $82  million  in  bank  loans— this 
piled  on  top  of  $125  million  in  funded 
debt  already  outstanding.  Against 
this,  Tesoro  started  the  year  with 
stockholders'  equity  of  only  $174  mil- 
lion and'just  $8  million  in  cash. 

The  problem  is  that  West  must 
borrow  for  his  acquisitions.  His  com- 
mon stock  is  simply  not  good  merger 
paper.  It  sells  at  barely  three  times 
1974  earnings,  and  you  can't  make 
acquisitions  with  a  cheap  stock  like 
that  without  badly  diluting  earnings. 


The  interesting  thing  about 
Tesoro  (Spanish  for  "trea- 
sure") is  that  the  bankers  ap- 
parently have  more  confi- 
dence in  it  than  investors  do. 
Investors  look  at  the  source 
of  the  earnings  and  they 
worry:  a  full  third  came  in 
1974  from  politically  trou- 
bled Trinidad  in  the  West  Indies;  an- 
other 6%  from  far-off  Indonesia.  And 
look  what  happened  to  Tesoro  in  Trin- 
idad-Tobago where  the  government 
tried  to  increase  taxes.  West  protest- 
ed, and  the  government  later  relent- 
ed, but  how  safe  are  profits  when  a 
government  wants  to  get  its  hands  on 
them?  Who  would  put  a  very  high 
multiple  on  earnings  based  on  foreign 
oil  at  this  point  in  history?  Hence  the 
low  multiple. 

Tesoro's  bankers,  however,  have 
faith.  While  they  like  strong  balance 
sheets,  they  also— as  J. P.  Morgan  put 
it  so  long  ago— tend  to  lend  on  a  man's 
character,  on  his  record  for  doing 
what  he  says  he  is  going  to  do.  Chi- 
cago's Continental  Illinois  Bank  has 
stood  solidly  behind  West  and  Te- 
soro. So  has  Wall  Street's  E.F.  Hut- 
ton  &  Co.  Neither  to  date  has  been 
disappointed. 

In  1962  West  was  president  of  a 
small  Texas-based  oil  operation  when 
its  owner  was  killed  in  a  plane  crash. 
Continental  lent  him  $5  million  to  buy 
the  property  from  the  estate;  Allstate 
Insurance  and  some  others  put  anoth- 
er $2  million  in  for  convertible  pre- 
ferred. Thus,  for  almost  no  cash  of  his 
own,  West  now  controlled  the  com- 
pany. Why  did  Continental  make  a 
loan  on  such  a  thin  equity  base?  Its 
executive  vice  president,  Eugene  Hol- 
land, explains:  "West  was  different 
from  most  promoters  who  want  to 
start  an  oil  company.  He  was  capable 
and  experienced,  and  sometimes  in 
banking  you  go  on  character,  not  just 
financial  figures.  Bob  West  has  al- 
ways told  us  the  truth." 

So  far  so  good.  But  you  can  go  on- 
ly so  far  on  a  shoestring  and  a  bank 
loan.  West  couldn't  make  acquisitions 


West  of  Tesoro  Petroleum 

without  any  equity  capital.  "I  could 
see  my  own  company  submerged  in- 
to a  bigger  one  and  myself  fired," 
West  recalls.  A  group  of  German  in- 
vestors agreed  to  buy  out  Allstate's 
convertible  preferred.  Unfortunately, 
the  Germans  got  scared  and  wanted 
to  liquidate  the  company.  At  this 
point,  West's  investment  banker,  Peter 
M.  Detwiler  of  E.F.  Hutton,  saved 
the  day.  Detwiler  and  the  Continental 
bank  were  still  believers.  Hutton  put 
in  some  of  its  own  money  and  per- 
suaded some  prestigious  Dallas  inves- 
tors, Hunts  and  Murchisons  among 
them,  to  buy  out  the  Germans  and 
give  West  a  free  hand.  "I  was  im- 
pressed with  Bob  as  a  man,"  Detwiler 
says.  "Besides,  he's  fun  to  work  with." 

Hutton  floated  $25  million  worth 
of  convertible  debentures  for  Tesoro 
early  in  1969.  At  last  West  had  the 
capital  he  needed  and  was  free  from 
interference  by  nervous  investors. 
Meanwhile,  he  learned  that  British 
Petroleum's  operations  in  Trinidad- 
Tobago  were  for  sale.  The  local  gov- 
ernment was  demanding  more  of  a 
voice  in  the  operation,  and  BP  was 
having  labor  troubles  there. 

West,  who  has  a  way  of  seeing  op- 
portunities where  other  people  see 
problems,  offered  the  local  govern- 
ment 50.1%  of  the  operation  if  a  rea- 
sonable tax  deal  could  be  made.  In- 
trigued by  the  proposition,  two  bank 
consortia,  one  headed  by  Continental, 
put   up    $26   million— roughly   half   to 
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"One  way  to  be  sure  your 

company's  Retirement  Plan  is  all 

it  should  be  -talk  to  anexpert." 


James  Lovell,  Astronaut, 


Jim  Lovell  has  a  firm  and  abiding  belief  in  getting 
the  advice  of  experts. 

It's  a  lesson  he  learned  as  an  astronaut.  And  a 
practice  he  finds  valuable  as  a  businessman. 

A  Group  Pension  Pian,  especially,  is  one  of 
those  areas  where  expert  guidance  can  really  pay  off. 

And  your  Mutual  Benefit  representative  is  an 
ideal  choice  to  provide  this  guidance.  You  see, 
the  right  design  can  offer  you  a  lot  of  options.  Options 
no  "canned  plan"  is  likely  to  include. 

It  can  also  raise  a  lot  of  questions.  For  example, 
can  coverage  be  limited  to  salaried  em    oyees?  How 
will  you  handle  voluntary  employee  contributions? 
Does  the  plan  conform  to  the  requirements  of  the 
Employee  Retirement  Income  Security  Act  of  1974? 

Fortunately,  your  Mutual  Benefit  representative 
has  the  expertise  available  to  solve  these  and  a  lot  of 
other  problems.  He'll  explore  every  avenue  to  maximize 


the  performance  of  your  pension  plan  dollars. 

On  the  other  hand,  if  you  wish,  he  can  limit 
Mutual  Benefit's  role  to  straight  investment 
management.  Or  he  can  offer  you  a  complete  line 
of  services  and  guarantees. 

After  a  thorough  exploration  of  your  needs, 
he'll  spell  out  his  recommendations  and  your  range 
of  options. .  .you  take  it  from  there. 

So  for  the  Group  Pension  Plan  that  best  fits 
your  needs,  talk  to  your  Mutual  Benefit  representative, 
regional  pension  specialist,  or  write:  Second  Vice 
President— Group  Pension  Sales,  Mutual  Benefit  Life, 
Newark,  New  Jersey  07101. 

MUTUAL  BENEFIT 

\bu  take  care  of  today 
Wfe'll  take  care  of  tomorrow 


"For  expert 
Pension  Plan 
guidance, 
call:" 


NEW  YORK 

John  J.  Fishkind,  C.L.U., 

Senior  Regional  Pension  Manager 
Peter  Brickley 

Group  Pension  Representative 
Gordon  A.  Cunningham 

Group  Pension  Representative 
Suite  1401— One  World  Trade  Center 
New  York,  New  York  10048 

(212)  432-7030 

ATLANTA 

James  E.  Whitaker 

District  Pension  Manager 
The  Cities  Service  Building 
3445  Peachtree  Road,  N.E. 
Atlanta,  Georgia  30326 
(404)  266-2180 

CINCINNATI 

Sidney  J.  Stacey 

Regional  Pension  Manager 
620  Provident  Tower 
One  East  Fourth  Street 
Cincinnati,  Ohio  45202 
(513)  621-5102 

DETROIT 

Ronald  F.  Eschenburg 

Senior  Regional  Pension  Manager 
Ronald  S.  Oldenkamp 

Group  Pension  Representative 
Suite  1500— Mutual  Building 
28  West  Adams  Avenue 
Detroit,  Michigan  48226 
(313)962-0113 

CHICAGO 

Elmer  R.  Warner,  C.L.U. 

Senior  Regional  Pension  Manager 
PeterS.  Muller 

District  Pension  Manager 
222  South  Riverside  Plaza 
Chicago,  Illinois  60606 
(312)  454-1550 

SAN  FRANCISCO 

Herbert  Abrams,  C.L.U. 

Senior  Regional  Pension  Manager 
James  R.  Osborne 

District  Pension  Manager 
Suite  1930— One  California  Street 
San  Francisco,  California  94111 
(415)  391-1650 

LOS  ANGELES 

Donald  I.  Gregg 

Regional  Pension  Manager 
Suite  1800— 5900  Wilshire  Boulevard 
Los  Angeles.'California  90036 

(213)  937-5660 


A  Tesoro  drilling  platform  off  Trinidad. 


MUTUAL  BENEFIT 
A  name  to  remember. 


buy  out  BP,  the  rest  for  operating 
capital.  Tesoro  had  to  kick  in  just 
$50,000.  For  its  part,  the  local  gov- 
ernment put  up  $50,000  and  agreed 
to  a  favorable  tax  deal.  (In  1969-70 
Tesoro  got  its  first  dividends  from 
Trinidad:  $3.3  million.) 

The  next  big  step  in  Tesoro's 
growth  came  about  because  of  West's 
winning  ways  with  people.  The  former 
German  investors  had  put  a  petroleum 
consultant  on  the  board,  John  Arps. 
Arps  and  West  became  close  friends, 
and  the  consultant  stayed  on  the 
board  when  his  clients  departed.  It 
was  Arps  who  got  Tesoro  into  Indo- 
nesia. This  was  in  1971.  The  over- 
throw of  the  antiforeign  Sukarno  gov- 
ernment opened  the  islands  up  for 
natural  resource  development.  Arps, 
a  former  Royal  Dutch  man,  knew 
about  big  war-battered  oilfields  in 
Borneo  where  Tesoro's  knowhow  in 
secondary  recovery  would  be  most 
useful.  So  they  went  over  and  swung 
a  deal. 

However  shaky  it  may  seem  to  be 
counting  on  Trinidad-Tobago  and  In- 
donesia for  profits,  a  dollar  is  still  a 
dollar.  The  dollars  were  pouring  in 
from  these  areas.  Tesoro's  profits 
mounted  from  about  $5.5  million  to 
$55  million  in  just  the  five  years 
1970  through  1974.  With  cash  flow 
mounting,  West  began  looking  for  ad- 
ditional ways  to  invest  it. 

"At  this  point,"  he  says,  "I  had  a 
dialogue  with  myself  that  went  some- 
thing like  this:  If  construction  costs 
keep  mounting,  nobody  will  be  able 
to  build  refineries  unless  profit  mar- 
gins on  refining  go  up.  With  the  for- 
eign governments  taking  over  the 
profits   from   crude,   the   international 


majors  will  have  to  make  profits  in 
refining  if  they  are  to  survive  and  if 
the  world  is  to  get  the  refined  prod- 
ucts it  needs." 

For  West  this  meant:  Get  into  re- 
fining in  a  big  way.  Commonwealth, 
a  big  refiner,  caught  his  eye.  Sure,  it 
was  losing  money.  But,  says  West:  "It 
was  selling  below  book  value  and 
even  that  was  way  understated  in 
terms  of  replacement  costs.  If  my 
scenario  was  correct,  Commonwealth's 
profit  margins  would  have  to  improve." 
Just  as  with  Trinidad-Tobago'  and  In- 
donesia, West  is  gambling  with  the 
Puerto  Rican  acquisition. 

To  be  sure,  Commonwealth  is  not 
what  you  would  call  a  dream  acquisi- 
tion. But  then,  neither  were  the 
properties  in  Indonesia  and  Trinidad. 
If  Tesoro  ends  up  with  all  of  Com- 
monwealth, it  will  have  about  $225 
million  tied  up  in  the  company.  When 
you  are  small  and  operating  on  a  capi- 
tal shoestring,  you  can't  lavish  time 
and  money  on  projects  where  the  pay- 
off is  far  into  the  future.  Quite  clearly 
West  expects  a  turnaround  fairly  soon 
in  the  refining  business.  He  could  use 
the  cash  flow  to  reduce  some  of  that 
short-term  debt.  He  could  do  with  a 
boost  in  profits  to  help  the  price  of 
his  stock  and  make  possible  some  con- 
vertible financing.  After  all,  the  bank- 
ers can't  do  it  all. 

But  even  with  Commonwealth  suc- 
cessfully absorbed,  don't  expect  Bob 
West  to  sit  still  for  very  long.  "I  love 
acquisitions,"  he  says.  What  kind? 
He's  looking  at  coal.  "I  expect  us  to 
be  as  aggressive  in  coal  as  we  have 
already  been  in  oil."  He  isn't  kidding 
when  he  says  he  likes  being  under 
the  gun.   ■ 


FORBES,    SEPTEMBER    1,    1975 


41 


Faces  Behind  the  Figures 


Let  It  Die 

I  t:DERALLY  sponsored  Consoli- 
dated Rail  Corp.  (Conrail)  hasn't  even 
started  operating  yet,  but  many  ex- 
perts  already  foresee  its  doom.  For 
nple,  there  is  George  Hilton,  a 
r,0-year-old  economics  professor  at 
the  University  of  California  at  Los 
Angeles. 

Actually,  Hilton  argues,  Conrail's 
failure  would  be  the  best  thing  that 
could  happen  to  the  U.S.  railroads. 
It  would  put  the  wrecked  eastern 
roads  back  in  private  hands.  "With 
Conrail,  we  are  just  perpetuating  ev- 
erything that  is  wrong  with  the  in- 
dustry—obsolete technology,  tradition- 
al economic  organization,  regional 
balkanization— and  that  bothers  me 
more  than  the  money  the  Government 
is  going  to  lose,"  says  Hilton,  who  was 
one  of  the  authors  of  the  task  force 
report  on  rail  productivity  issued  by 
the  President's  Council  of  Economic 
Advisers  in  1973. 

"We  had  a  golden  opportunity  to 
reorganize  the  industry  sensibly  when 
Penn  Central  went  bankrupt,"  he  re- 
flects with  a  sigh.  That  opportunity 
has  been  missed,  however.  But  Hilton 


Economist  Hilton 


sees  another  chance.  "Conrail  is  so 
unlikely  to  be  successful,"  he  contends, 
"that  the  nation  will  soon  face  the 
prospect  of  either  liquidating  the  sys- 
tem by  auctioning  off  its  properties 
or  engaging  in  outright  nationaliza- 
tion of  it." 

Hilton  favors  auction.  In  a  study 
published  recently  by  the  American 
Enterprise  Institute,  he  proposes  that 
the  entire  industry  be  reorganized  in- 
to a  small  number  (four  to  seven)  of 
nationwide  rail  systems  that  would  op- 
erate in  a  competitive  marketplace 
subject  to  the  ordinary  public  policy 
framework  of  the  Sherman  Act.  "The 
decision  about  which  lines  to  retain 
and  which  to  abandon  would  be  made 
in  response  to  market  incentives  rath- 
er than  through  a  process  of  political 
resource  allocation,"  he  explains. 

Hilton  is  realistic  enough  to  realize 
that  even  misguided  policies  typically 
generate  their  own  political  support 
—simply  because  they  make  people 
dependent  on  them  for  jobs  and  pa- 
tronage. So  Conrail  will  probably  die 
hard.  But  the  sooner  it  fades  and  the 
sooner  its  viable  properties  are  auc- 
tioned off  to  well-managed  private 
companies,  the  better  for  everybody." 


Bad  Timing 


The  textbook  solution  for  a  consumer 
goods  company  in  a  recession  is 
to  liquidate  inventories.  So  why  at 
Bulova  Watch  Co.  ($228  million  in 
sales)  are  inventories  ($149.5  mil- 
lion) still  sky  high? 

"Liquidation,"  growls  gravel-voiced 
Chairman  Harry  B.  Henshel,  "would 
only  increase  our  receivables."  Bulo- 
va's  banks  won't  go  for  that.  Its  short- 
term  bank  borrowings  soared  112%, 
to  $85  million  in  a  year. 

Bulova  is  caught  in  the  middle  of 
sluggish  consumer  spending,  a  foreign 
exchange  crunch  and  the  confusion 
over  digital  watches. 

Bulova  produces  over  half  of  its 
watches  at  company-owned  plants  in 
Switzerland,  but  it  markets  mainly  in 
the  U.S.,  where  it  has  8%  of  the  50 
million  watches  sold  annually,  second 
to  Timex  in  units  but  dominant  in 
the  upper-price  bracket. 

A  big  problem  is  that,  by  custom, 
Bulova's  jeweler  customers  sometimes 
get  up  to  a  full  year  to  pay— without 
interest— for  their  stocks  of  Bulova 
watches.  Meanwhile  Bulova's  Swiss 
employees  and  suppliers  must  be  paid 
sooner— and  in  hard  Swiss  francs. 

Thus,  despite  its  strong  market  po- 
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sition,  Bulova  was  in  the  red  during 
the  quarter  ended  June  30.  This  on 
top  of  a  drop  in  earnings  from  $1.90  a 
share  to  62  cents  in  the  last  fiscal  year. 

Henshel,  56  and  a  grandson  of  the 
founder,  made  Bulova  a  winner  in 
the  Sixties  by  betting  heavily  on  the 
tuning-fork  Accutron,  the  best  time- 
keeper of  its  era.  Unfortunately  for 
Henshel,  the  Accutron  is  being  over- 
shadowed by  the  newer  electronic 
digital  watches  (Forbes,  Feb.  15), 
which  Henshel  hoped  would  be  jnst 
a  passing  fad.  In  an  about  face  he 
has  entered  into  a  joint  venture  to 
market  under  the  Bulova  label  a 
line  of  electronic  digital  watches 
made  by  Integrated  Display  Systems, 
in  which  General  Electric  has  a  ma- 
jor interest. 

While  Henshel  struggles  with  high 
inventories,  his  biggest  stockholder 
is  watching  closely.  In  1973  Charles 
Bluhdorn's  Gulf  &  Western  Industries 
bought  a  controlling  20%  of  Bulova's 
stock  on  the  open  market.  The  stock 
now  sells  below  7;  Bluhdorn  paid  $18 
a  share.  Bluhdorn  is  a  reasonably  pa- 
tient man,  but  he  won't  wait  forever. 

When  will  the  turn  come?  Henshel 

concedes  that  there  isn't  much  chance 

reducing    those    expensive    bank 

loans  until  well  after  the  1975  Christ- 


mas selling  season.  If  that  isn't  bad 
enough,  Henshel,  a  horse-racing  en- 
thusiast, watched  unhappily  last 
month  while  his  sole  entry  at  New 
York's  Saratoga  Raceway,  Taunting 
Echo,  finished  next  to  last.   ■ 


Henshel  of  Bulova 
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Gas  Shortages 
Imperil  Jobs, 
Ford  Warns 


By  William  H.  Jones 

Washington  Post  Staff  Writer 

President  Ford  yesterday  escalatf 
confrontation  with  Coi 
lation  by  warning  thz 
substantially  less  jo^ 
nomic  recovery." 

Mr.  Ford. 


The  President  has  warned  that  natural  gas 
shortages  next  winter  "will  mean  sub- 
stantially less  jobs"  and  "could  interfere 
with  economic  recovery". 

Getting  more  natural  gas  is  a  problem  that's 
vital  to  all  Americans.  It's  this  country's  most 
important  energy  source,  providing  the  largest 
share  of  energy  produced  in  the  United  States. 
There's  no  other  energy  available  in  large 
enough  quantities  to  do  all  that  gas  does. 

For  example,  natural  gas  provides  half  the 
energy  for  America's  industry,  nearly  double 
the  amount  any  otherfuel  supplies.  Gas 
also  heats  and  cooks  for  forty  million  homes. 
Jobs,  families,  and  a  healthy  economy  all 


depend  on  natural  gas.  That's  why  gas  is  so 
basic  to  America's  energy  plans. 

There's  a  huge  resource  of  natural  gas  in 
the  U.S.,  under  the  Atlantic  shelf,  in  the  Gulf  of 
Mexico,  in  the  tight  rock  formations  of  the 
Rockies,  and  on  the  north  slope  of  Alaska.  Hard 
to  get,  but  there  to  be  gotten. 

More  gas  can  make  America  more  indepen- 
dent. The  natural  gas  industry  is  willing  to  invest 
billions  of  dollars,  and  take  the  business  risks 
necessary  to  get  it.  But  these  projects  involve 
many  factors  beyond  our  control.  We  can  only 
do  it  with  your  understanding  and  cooperation. 


Getting  more  Natural  Gas 

should  be  a  national  priority.   ACA 


American  Gas 
Association 
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Faces  Behind  the  Figures 


Guerrilla  Warfare 

[AM  G.  McGowan  is  launching 
.in  all-out  attack  on  American  Tele- 
phone &  Telegraph.  But  McGowan  is 
onsumerist,  no  Ralph  Nader.  He 
is  verj  much  the  entrepreneur.  His 
interest  in  MCI  Communications, 
which  cost  him  a  pittance,  had  a 
recent  market  value  of  more  than 
$3.5  million. 

MCI  isn't  after  all  of  AT&T.  It  just 
wants  to  cut  into  private-line  tele- 
phone communications,  a  $1.3-bil- 
lion-a-year  market  where  a  corpora- 
tion's offices  and  plants  are  linked  di- 
rectly by  telephone  to  each  other 
rather  than  through  the  regular  tele- 
phone system. 

To  date  MCI  has  signed  up  a  fair 
number  of  big  customers,  including 
du  Pont,  Sperry  Rand,  American  Air- 
lines and  General  Motors.  MCI's  bait 
is  lower  rates.  Its  customers  pay  81 
cents  per  month  per  circuit  mile; 
AT&T  charges  89  cents. 

It's  a  kind  of  hit-and-run  guerrilla 
tactic  that  MCI  uses:  AT&T  by  law 
must  serve  everybody.  MCI  can  pick 


off  the  bigger,  more  profitable  cus- 
tomers. To  do  so,  MCI  has  raised 
$42  million  in  equity  capital— some 
of  it  from  big  companies  like  Holi- 
day Inns  and  Transamerica  Corp.— 
plus  $76  million  in  borrowed  money 
from  a  group  of  five  banks. 

Recently  the  U.S.  Court  of  Appeals 
upheld  a  Federal  Communications 
Commission  order  requiring  AT&T  to 
supply  local  interconnections  to  MCI 
and  the  Supreme  Court  refused  to 
hear  the  case.  The  courts,  in  effect, 
said  AT&T  must  help  its  enemy. 

MCI's  legal  victory  has  encouraged 
others  to  take  on  AT&T.  International 
Telephone  &  Telegraph,  RCA  and 
Southern  Pacific  have  recently  entered 
the  field. 

If  MCI  triumphs,  some  very  big 
corporations  will  end  up  saving  mon- 
ey on  their  telephone  bills.  The  trou- 
ble is  that  nearly  everybody  else 
could  end  up  paying  more.  Unlike 
MCI,  AT&T  cannot  offer  a  service  to 
big  customers  at  a  lower  price.  So, 
to  replace  the  profitable  business  lost 
to  MCI,  AT&T  would  almost  certainly 
have  to  petition  for  higher  rates  on 


McGowan  of  MCI  Communications 


other  services.  What  MCI  would  gain 
on  its  income  statement,  the  average 
telephone  user  might  well  have  to 
pay  for  on  his  monthly  bill.   ■ 


Look  Who's 
Trustbusting  Mow! 

The  very  idea  of  a  Japanese  trust- 
buster  seems  as  unlikely  as  onion  sher- 
bet, given  the  intimacy  of  Japan's  big 
businesses  with  each  other  and  with 


Trustbuster  Takahashi 


their  sheltering  government.  True,  a 
Fair  Trade  Commission  had  been  set 
up  under  a  law  on  the  books  since 
the  MacArthur  occupation  days  of 
1947.  But  a  series  of  amendments, 
plus  decades  of  benign  neglect,  had 
left  it  a  shell. 

No  more.  The  inflation  triggered  by 
the  oil  crisis,  plus  gradual  realization 
that  Japan's  supergrowth  days  are 
over,  has  led  to  a  rising  tide  of  con- 
sumer, labor  and  political  protest  at 
reports  of  big-business  price-fixing, 
hoarding  and  collusion.  So  last  fall 
FTC  Chairman  Toshihide  Takahashi 
proposed  sweeping  antitrust  law 
changes  that  could  have  led  to,  among 
other  things,  the  breaking  up  of  Ja- 
pan's largest  companies,  disclosure  of 
sensitive  cost  data  and  restraints  on 
stock  ownership  by  banks  and  trad- 
ing companies. 

The  FTC  proposals,  to  be  sure, 
were  put  before  the  Diet  only  in  mod- 
ified form,  and  died  recently  in  a 
preadjoumment  logjam  in  the  upper 
house.  But  this  brought  no  cheers 
from  business,  for  Prime  Minister  Ta- 
keo  Miki  is  fully  expected  to  bring  the 
bill  up  again  this  fall  and  to  press 
for  its  passage.  Said  one  U.S.  execu- 
tive in  Tokyo:  "The  good  old  days, 
of  business  doing  whatever  it  wants 
and  the  government  quietly  agreeing, 
are  over." 


Takahashi,  for  his  part,  is  acting 
and  talking  tough,  like  a  bureaucrat 
on  the  make.  His  FTC  raiders  have 
seized  the  files  of  several  big  Japa- 
nese companies,  including  Asahi  Glass 
and  Yomiuri  Shimbun,  Japan's  third- 
largest  newspaper,  plus  those  of  at 
least  one  U.S.  firm  (Holiday  Magic, 
a  cosmetic  pyramid  sales  outfit).  "In 
times  like  these,"  Takahashi  declaims, 
"there  are  no  sacred  cows.  Everyone 
should  be  equal  before  the  law— busi- 
nessman as  well  as  citizen." 

But  that,  he  goes  on,  does  not  nec- 
essarily mean  breaking  up  Mitsui, 
Mitsubishi  and  the  other  big  trading 
companies.  Breaking  up  any  compa- 
ny just  because  it  is  big  "would  be 
a  rather  simplistic  solution  to  the 
problem.  I  would  prefer  to  see  some 
aspects  of  their  growth  checked,  par- 
ticularly their  accumulation  of  shares 
of  other  companies." 

Many  Japanese  businessmen  consul 
er  Takahashi  antibusiness,  Forhi  9 
noted.  "That's  ridiculous,"  he  retorts, 
"How  does  putting  stronger  restric- 
tions on  price  cartels  affect  die  \iu<n 
of  the  economy,  anyway?  I  think  tin 
business  people  are  waiting  lor  me  to 
disappear." 

Will  you? 

"When  I  took  this  job,  I  never  ex- 
pected to  worry  about  whether  people 
liked  me  or  not."   ■ 
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From  a  small  beverage  stand  serving 
draft  root  beer— to  over  2,000  quick 
service  restaurants  in  47  states, 
Canada  and  the  Far  East.  That's 
the  A&W  growth  story.  And  now— 
wherever  A&W  franchisees  may 
be— they  can  enjoy  multiple  line 
insurance  protection  and  quick 
service  from  Home. 

Through  insurance  broker 
Fred.  S.  James  &  Co.— The  Home 
protects  A&W  people  and  property 
with  convenience  and  economy.  We 
do  the  same  for  a  number  of  other 
national  and  multinational  franchises. 

Home  knows  the  franchise  field. 
Home  knows  quick  service.  Want 
proof?  Contact  your  broker.  Or  look 
for  your  Home  agent  in  the 
Yellow  Pages. 


HOME 


Home 

Insurance 

Companies 

A   CITY   INVESTING   COMPANY   GROUP 


■VI 


were  supplying  energy 


Energy  for  the  people  working  on  the 
pipeline,  that  is.  One  of  our  companies, 
Greyhound  Support  Services,  is  providing 
complete  meal  service  (and  house- 
keeping, too)  for  thousands  of  pipeline 
workers.  People,  who  with  little  to  do 
besides  work  and  eat,  need  our  meals  and 
their  5,200  calories  daily  as  much  to  keep 
up  their  morale  as  to  keep  up  their  energy. 

This  particular  job  is  estimated  to 
approach  $50,000,000  over  the  life  of  the 
contract,  and  calls  for  literally  millions 
of  meals  to  be  served  during  the  con- 
struction phase  of  the  pipeline  project. 

Food  service  is  just  one  of  many, 
many  areas  including  transportation, 
pharmaceuticals,  equipment  leasing,  and 
customs  brokerage  in  which  Greyhound 
Support  Services  can  satisfy  commercial 
needs. 

Support  Services— one  of  the  many  ways 
we're  meeting  people's  needs. 


r  the  Alaska  Pipeline. 


KEY  SUBSIDIARIES 

OF  THE  GREYHOUND  CORPORATION 

TRANSPORTATION 
Greyhound  Lines 
Greyhound  Lines  of  Canada 
Korea  Greyhound 
Texas,  New  Mexico  &  Oklahoma 

Coaches 
American  Sightseeing  Tours  of  Miami 
Atlanta  Airport  Transportation 
Brewster  Transport 
California  Parlor  Car  Tours 
Carey  Transportation 
Gray  Line  of  New  York 
Gray  Line  of  San  Francisco 
Greyhound  Airport  Services 
Greyhound  World  Tours 
Loyal  Travel  Service 
Motor  Coach  Industries 
New  Mexico  Transportation 
Red  Top  Sedan  Service 
Royal  Hawaiian  Transportation 
Transportation  Manufacturing 

Corporation 
Walters  Transit 

LEASING-FINANCING-COMPUTERS 
Greyhound  Leasing  &  Financial 

Corporation 
Greyhound  Computer  Corporation. 

CONSUMER  PRODUCTS 

AND  PHARMACEUTICALS 

Armour-Dial 

Armour  Pharmaceutical 

Malina  Company 

FOOD 

Armour  Food  Company 

FOODSERVICE 

Greyhound  Food  Management 

Post  Houses 

Prophet  Foods 

Restaura 

SEF 

Aircraft  Service  International 
Border  Brokers 
Consultants  &  Designers 
Dispatch  Services 
Exhibitgroup 
Florida  Export  Group 
Freeport  Flight  Service 
General  Fire  &  Casualty 
Global  Productions 
Greyhound  Gift  House 
Greyhound  Rent-a-Car 
Greyhound  Support  Services 
Greyhound  Temporary  Personnel 
Las  Vegas  ConvenJon  Service 
Manncraft  Exhibitors  Service 
Nassau  Air  Dispatch 
Travelers  Express 


THE  GREYHOUND  CORPORATION 

Serving  people's  needs  in  a  hundred  basic  ways. 


Steady  Does  It 

Were  Monsanto's  huge  profits  last  year 
and  in  1975's  first  half  a  flash  in  the  pan? 
Or  can  Jack  Hanley  keep  them  shining? 


Just  two-plus  years  after  leaving 
Procter  &  Gamble,  where  he  barely 
missed  getting  the  top  job,  John  W. 
Hanley,  53,  finds  himself  running  an 
only  slightly  smaller  company  that  is 
one  of  the  chemical  industry's  top 
moneymakers,  St.  Louis-based  Mon- 
santo Co.  Last  year  Monsanto  earned 
$323  million  ($9.25  a  share)  on  sales 
of  $3.5  billion.  It  was  a  great  per- 
formance, representing  a  return  on 
stockholders'  equity  of  22%;  of  all 
chemical  companies  with  sales  of  at 
least  $1  billion,  only  Dow  and  Union 
Carbide  beat  that— and  they  didn't 
have  to  contend  with  the  fading  tex- 
tile profits  that  severely  penalized 
Monsanto's  overall  earnings. 

Earnings  for  the  first  six  months 
were  $4.87;  for  all  of  1975,  analysts' 
estimates  range  from  $8  to  $8.25. 

One  single  area  of  the  business, 
agricultural  chemicals,  produced  the 
leavening  that  has  been  giving  Mon- 
santo  its   superior   profitability.    Only 


12%  of  sales,  farm  chemicals  brought 
in  37%  of  operating  earnings  last  year. 
Industrial  chemicals,  chiefly  rubber 
chemicals  and  phosphates,  and  poly- 
mers and  plastics  produced  profits 
about  in  line  with  their  contribution 
to  sales  (51%).  Chemical  fibers  (23% 
of  sales)  kicked  in  only  6%  of  operat- 
ing profits,  and  the  rest  of  the  busi- 
ness, commercial  products  ( 14%  of 
sales),  was  just  barely  in  the  black. 
The  imbalance  has  worsened  this 
year,  with  fibers  currently  in  the  red. 
With  farm  chemicals  producing 
pretax  operating  margins  of  as  high 
as  50  cents  on  the  sales  dollar,  the 
field  is  getting  more  crowded  by  the 
day.  Nevertheless,  Hanley's  attitude 
is:  Steady  at  the  helm.  He  is  betting 
that  Monsanto's  strength  in  farm 
chemicals  will  be  a  continuing  ad- 
vantage. As  he  sees  it,  Monsanto  has 
an  unbeatable  position  there.  First,  it 
is  the  world's  largest  producer  of 
such   agricultural   products    as   herbi- 


cides. It  lags  only  in  fertilizers,  a  com- 
modity-type business  in  which  it  has 
remained  intentionally  a  minor  factor. 
It  has  a  superb  agricultural  distribu- 
tion system:  "It  has  taken  a  long 
time,"  notes  Hanley,  "to  build  the  kind  r 
of  marketing  organization  that  can 
deal  with  farmers  on  an  individual 
basis."  Farm  economics,  too,  work 
strongly  in  Monsanto's  favor.  "Typi- 
cally," says  Edmond  S.  Bauer,  Mon- 
santo's vice  president  in  charge  of 
ag  chemicals,  "the  farmer  gets  back 
$4  for  $1  he  spends  on  herbicides." 
So  U.S.  herbicide  use  has  grown 
yearly,  irrespective  of  crop  prices. 

Perhaps  Monsanto's  most  powerful 
card  is  its  innovative,  high-quality 
products.  The  current  standout  is  a 
patented  herbicide  called  Lasso  that 
kills  grassy  annual  weeds.  It  can  be 
used  on  either  corn  or  soybeans  and 
is  one  of  the  easiest  to  apply:  only 
once,  at  planting  time.  Demand  for 
Lasso  is  so  great  that  Monsanto  is 
now  doubling  production  capacity. 

Waiting  in  the  wings— for  full  gov- 
ernmental approval— is  another  her- 
bicide named  Roundup,  which  could 
be  an  even  bigger  moneymaker  than 
Lasso.  Roundup  kills  perennial  weeds, 
which  are  hard  to  control  along  high- 
ways and  railroads  as  well  as 
on  the  farm,  and  can  be  used  on  all 
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Rexnord 

Problem-solving  products. 

Built  with  craftsmanship  and 

engineered  with  skill 

At  Rexnord,  our  commitment  to  industry  is  single- 
minded  and  simply-stated:  solve  problems  for  in- 
dustry. Our  belief  in  engineering  excellence  and 
outstanding  craftsmanship  makes  it  possible.  You 
will  find  the  evidence  of  our  problem-solving  capa- 
bilities in  many,  many  industries  world-wide. 
Rexnord  is  a  trusted  name  in  power  transmission 
and  conveying  components;  fluid  power  products; 
specialty  fasteners;  air  and  wastewater  treatment 
equipment;  construction  machinery;  mining  and 
quarrying  equipment;  material  handling  equip- 
ment; railway  maintenance  equipment;  and  epoxy 
resin  systems.  All  built  with  craftsmanship  and 
engineered  with  skill. 

Rexnord's  capabilities  and  our  products  are  dis- 
cussed in  our  new  corporate  brochure.  For  your 
copy,  write  W.  C.  Messinger,  Chairman,  Rexnord 
Inc.,  P.  0.  Box  2022,  Milwaukee,  Wisconsin  53201. 

Rexnord! 
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IMordbergmine  hoists 

—  engineered  for  the  site 

to  boost  safety,  reliability 


Every  installation  is  thoroughly  analyzed  to  make 
sure  that  the  hoist  is  perfectly  matched  to  the  oper- 
ation. Wide  selection  answers  any  tonnage  or  depth 
requirement.  Manual,  semi-automatic,  or  fully 
automatic. 

Rexnord 
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crops,  which  no  other  herbicide  can. 

Given  a  brace  of  products  like 
those,  plus  a  solid  marketing  setup, 
Hanley  sees  no  reason  to  worry  about 
Monsanto's  big  exposure  in  the  farm 
field.  He  has  pumped  15%  of  Monsan- 
to's $1  billion  in  capital  spending 
since  1973  into  ag  chemicals,  a  busi- 
ness that  normally  requires  smaller 
infusions  of  capital  than  the  compa- 
ny's other  lines.  He  knows  that  the 
world's  exploding  population  must  be 
fed,  and  can't  be  without  ever-in- 
creasing supplies  of  farm  chemicals. 

One  problem  Hanley  faces,  along 
with  every  chemical  producer,  is  ob- 
taining a  steady  supply  of  petroleum- 
based  feedstocks  in  an  increasingly 
petroleum-short  economy.  It  is  a  tough 
problem— and  Hanley 's  solution  rep- 
resents a  big  gamble.  Others,  like  du 
Pont  and  Dow,  are  investing  huge 
sums  to  integrate  back  toward  the 
source— that  is,  to  produce  more  and 
purchase  less  of  the  chemical  feed- 
stocks they  use. 

Hanley's  strategy  is  "to  lock  up  sup- 
pliers short  of  back  integration" 
through  joint  ventures.  This  requires 
less  capital  and  brings  the  advantage 
of  the  partner's  knowhow.  Some  of 
the  joint  ventures  under  consideration 
involve  feedstocks  themselves.  Others 
are  for  chemical  intermediates  with 


The  herbicide  market  is  worldwide. 

partners  who  can  supply  the  necessary 
feedstocks,  such  as  one  in  Australia 
with  Broken  Hill  Proprietary  Co.  to 
make  styrene  monomer. 

The  risk  of  going  the  joint-venture 
route,  and  in  some  cases  only  as  far 
back  in  the  product  cycle  as  inter- 
mediates, is  that  the  feedstocks  may 
not  always  be  available  in  the  right 
quantities  and  at  the  right  prices 
when  Hanley  needs  them. 

"A  calculated  risk,"  Hanley  calls  it, 
and  it  illustrates  his  tight  control  over 
capital  spending  since  coming  to 
Monsanto.  "Investment,"  he  believes, 
"should  follow  an  orderly  progression. 
I  want  to  control  that  sawtooth  curve, 
where  we  would  invest  $300  million 


one  year  and  $100  million  the  next." 
In  other  words,  the  cost  of  getting 
directly  into  the  petroleum  business 
would  be  too  great. 

"It  is  possible,"  he  concedes,  "that 
with  this  kind  of  control  we  will  lose 
market  share.  But  I  believe  that  [by 
conserving  capital  funds]  we  are  pro- 
tecting those  products  that  are  im- 
portant to  us."  By  this  he  means  that 
he  will  not  have  to  starve  other  prom- 
ising product  areas  simply  to  guaran- 
tee a  supply  of  raw  materials. 

What  are  the  products,  besides 
farm  chemicals,  that  are  important 
to  Hanley  right  now?  He  is  expand- 
ing his  production  of  polystyrene, 
acrylic  fibers,  acrylonitriles  and  rub- 
ber chemicals— in  general,  those  prod- 
ucts where  Monsanto  already  is 
strongly  positioned.  About  the  only 
bold  move  into  a  new  area  is  a  recy- 
clable plastic  bottle  called  Cycle-Safe, 
which  he  feels  has  vast  potential. 

With  the  proceeds  of  a  recent 
$250-million  bond  offering  tucked 
safely  into  the  corporate  treasury,  and 
with  a  healthy  cash  flow  from  last 
year's  record  profits,  Hanley  is  well 
positioned  to  exploit  Monsanto's  beck- 
oning opportunities.  The  situation  is 
not  without  its  hazards,  but  Jack 
Hanley's  strategy  looks  like  a  smart 
balancing  of  risks  and  opportunities.  ■ 
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Camloc  fasteners 

—  engineered  for 

positive  time-saving  connections 


Camloc  fasteners  deliver  the  positive  locking  and 
quick  release  that  designers  demand  today.  They're 
engineeredtoperformtimeaftertime.  Smartly  styled, 
easy  to  install  and  economically  priced.  Small  won- 
der they're  widely  used  throughout  industry. 

Rexnord 
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Rex  components 
engineered  to  increase 
your  design  freedom 


You  choose  from  over  4000  types  and  sizes  of  chain 
for  drive,  elevator,  and  conveyor  use.  Roller  bear- 
ings with  interchangeable  seals.  Flexible  couplings, 
shaft  seals,  belt  conveyor  idlers,  universal  joints, 
and  more. 

Rexnord 
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No  More  Tears? 


Sam  Greeley  got  some  rude  surprises  soon  after  taking 
over  as  Masonite's  CEO.  The  worst  may  be  behind  him. 


Three  years  ago,  when  he  turned 
the  chief  executive  job  at  Chicago's 
Masonite  Corp.  over  to  President 
Samuel  S.  Greeley,  Chairman  John 
M.  Coates  contributed  an  article  to 
Fortune  magazine  entitled  "Shed  a 
Tear  for  Poor  Old  Sam."  Detailing  the 
burdens  Coates  was  dumping  on 
Greeley's  shoulders,  it  seemed  at  the 
time  like  pure  wry  on  the  rocks.  What 
burdens?  Masonite  was  booming.  With 
a  dominant  35%  share  of  the  hard- 
board  market,  the  company's  sales 
were  rising  by  18%  a  year,  its  earn- 
ings by  20%  a  year,  and  its  return  on 
equity  topped  16%.  Virtually  debt- 
free  to  boot,  Masonite  was  a  Wall 
Street  favorite  with  a  20-times-earn- 
ings  price  multiple. 

"There  was  really  no  reason  for 
anyone  to  cry  for  me— until  last  sum- 
mer," says  Greeley,  60.  Then  there 
was  reason  to  bawl.  Suddenly  hard- 
board  orders  dried  up  in  mid- 1974. 
Greeley  was  forced  to  cut  production 
to  40%  of  capacity,  shutter  most  of  his 


sawmills  and  lay  off  25%  of  his  hour- 
ly workers.  To  meet  his  bills,  he  had 
to  rush  into  the  short-term  market  to 
borrow  $38  million.  In  the  next  two 
fiscal  quarters,  through  this  past  Feb. 
28,  Masonite  was  awash  in  red  ink. 
Its  stock  skidded  from  40  to  14. 

"We  became  overconfident,"  says 
Greeley,  looking  back. 

Masonite  had  dominated  the  re- 
modeling market  for  hardboard— a 
thin,  pressed  wood  on  which  interest- 
ing veneers  can  be  coated— ever  since 
1925.  That  was  when  William  Ma- 
son, a  Mississippi  inventor  and  pro- 
tege of  Thomas  A.  Edison,  went  out 
to  lunch,  leaving  some  wood  chips  in 
his  steam  press  so  long  that  they  ex- 
ploded. Voild!  Hardboard. 

Mesmerized  by  predictions  of  a 
housing  boom  in  the  Seventies,  Coates 
and  Greeley  decided  to  expand  hard- 
board  capacity  by  50%,  with  much  of 
the  production  going  into  pre- 
painted  siding  for  new  houses.  They 
also  bought  some  sawmills  to  process 


lumber  that  Masonite  formerly  had 
traded  to  St.  Regis  for  hardwood 
chips.  Masonite's  sales  mix  moved 
from  20%  in  residential  housing  to 
44%.  As  housing  starts  zipped  up  over 
2.6  million  units  a  year,  Masonite's 
sales  nearly  doubled  (to  $355  mil- 
lion) between  1970  and  1974.  Even 
during  the  first  six  months  of  last  year, 
builders  were  nailing  hardboard  like 
mad,  creating  a  housing  oversupply  of 
more  than  440,000  units. 

"Unfortunately,  the  old  forecasts 
didn't  work  anymore  for  us,"  says 
Greeley.  One  reason  was  that  its  in- 
formation feedback  from  the  market- 
place  came   second-    and    third-hand. 


Rex  traveling  water  screens 

—  engineered  to  remove  debris 

from  intake  waters. 


Rags,  twigs,  and  other  debris  are  removed  from  the 
water  by  these  Rex  screens,  thus  preventing  dam- 
age to  plant  equipment  and  costly  shutdowns. 
Screens  are  automatically  controlled  to  suit  operat- 
ing conditions. 

Envirex 

o  Rexnord  Company 


Hanna  fluid  power  products 

—  engineered  for  efficiency 

in  motion  control 


Hydraulic  and  pneumatic  cylinders  for  efficient, 
high-speed  service.  Industrial  shock  absorbers  for 
positive  cushioning  that  permits  faster  cycling. 
Simple,  uncomplicated  air  valves;  one  series 
actually  triples  air  flow  capacity 

Rexnord 
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Masonite  sells  through  distribution 
centers  rather  than  directly  to  build- 
ers, as  do  competitors  like  Weyer- 
haeuser and  Georgia-Pacific.  "When 
we  finally  began  to  sense  there  was  a 
big  inventory  out  there  in  the  chan- 
nels of  distribution,  it  was  too  late," 
says  Greeley.  "And  we  couldn't  focus 
right  back  on  remodeling.  This  time, 
all  the  markets  fell  like  dominoes." 

Masonite  found  itself  sitting  on  $68 
million  in  hardboard  inventory, 
against  just  $40  million  a  year  earlier. 
There  were  fuel  problems.  The  nat- 
ural gas  supplier  to  Masonite's  Laurel, 
Miss,  plant,  where  over  half  of  its 
hardboard  is  produced,  cut  back  sup- 


plies 60%.  Masonite  had  to  shift  main- 
ly to  oil  and  propane.  And  Masonite's 
new  lumber  supply  proved  hard  to 
sell  in  a  weak  market. 

With  dreams  of  a  new  housing 
boom  fading,  Greeley  is  taking  a  more 
sober  view  of  the  future.  He  realizes 
that  the  more  expensive  coated  hard- 
boards  will  be  harder  to  sell  in  a 
price-conscious  market  and  is  pushing 
research  on  cheaper  production  meth- 
ods and  cheaper  coatings.  He  is  con- 
centrating harder  on  the  less  profit- 
able industrial  markets,  where  hard- 
board  is  used  for  such  things  as  TV 
cabinets.  He  is  looking  closely  at  the 
foreign   market,   where   Masonite  has 


garnered  less  than  3%  of  sales. 

After  two  quarters  in  the  red,  Ma- 
sonite showed  a  small  profit  for  the 
May  31  quarter.  For  the  fiscal  year, 
which  ended  Aug.  31,  Masonite  may 
edge  into  the  black. 

"Things  aren't  going  to  go  to  hell 
forever,"  Greeley  says  resignedly.  "I'd 
like  to  think  that  this  recession  is  a 
once-in-a-lifetime  thing.  If  it  looked 
like  we  won't  have  another  for  40 
more  years,  I  wouldn't  worry  much." 

In  turning  over  the  reins  to  Greeley, 
Chairman  Coates  welcomed  his  suc- 
cessor to  the  "Ulcer  Club."  Litde  did 
he  realize  how  prophetic  he  was. 
"Poor  Sam"  indeed.   ■ 


Rex  landfill  compactors 

—  engineered  for  fast,  sanitary 

disposal  of  solid  wastes 


A 


This  rugged  equipment  provides  the  compaction 
power  and  versatility  it  takes  to  operate  a  sanitary 
landfill  most  efficiently.  They  compress  trash  more 
compactly  for  added  landfill  capacity.  Reduce 
problems  of  vermin,  insects,  fire,  and  odors. 

Rexnord 
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Learn  more  about  Rexnord 
problem-solving.  Write  us 


Our  corporate 
brochure  and  annual 
report  detail  the  many 
ways  that  Rexnord 
might  be  of  help  to  you 
Just  fill  out  coupon 
below  and  mail  to 
W.  C.  Messinger, 
Chairman, 
Rexnord  Inc.,  P.  O. 
Box  2022,  Milwaukee, 
Wisconsin  53201. 
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The  World  of  Fruehauf. 
Selling  and  maintaining  a  world 
of  trailers  around  the  world. 


H  you  feel  at  home  with  a  Fruehauf  trailer 
working  for  you,  Fruehauf  can  make  you  feel  at 
home  almost  anywhere  in  the  world.  Thanks  to 
an  international  network  of  Fruehauf  represen- 
tatives in  over  50  countries,  you  can  get  the 
same  expert  assistance  in  Bangkok  that  you  get 
in  Boise  or  Buffalo. 

And  because  we  know  there's  more  to  sales 


than  selling,  you'll  also  find  Fruehauf  parts, 
accessories  and  maintenance  programs  just 
about  anywhere  you  find  Fruehauf  trailers 
at  work. 

What  it  adds  up  to  is  an  international  sales 
and  service  setup  that  helps  keep  Fruehauf 
trailers  the  best-selling  trailers  in  the  world.  For 
a  look  at  this  world,  write  for  our  new  World  of 
Fruehauf  book:  Fruehauf  Corporation,  Dept. 
FO-95,   10900  Harper  Avenue,  Detroit,  MI 
48232. 

You'll  see  how  we've  gained 
an  international  reputation.  No 
matter  where  in  the  world  you 
happen  to  be. 
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Time  On  Their  Hands 

Once  there  were  200  time-sharing  companies. 
Now  there  are  only  50.  Soon  there  will  be  . . .? 


George  J.  Feeney  runs  General  Elec- 
tee's Information  Services  division. 
He  is  also  the  most  eloquent  prophet 
of  computer  time-sharing— the  busi- 
ness where  customers  rent  time  on 
someone  else's  computers  instead  of 
tying  up  capital  to  buy  their  own. 

"Computing  will  increasingly  be 
purchased  as  a  utility  service  much 
like  electric  power  or  water,"  Feeney 
has  prophesied.  "The  major  vendors 
will  truly  resemble  utilities.  They  will 
provide  computer  power  to  virtually 
every  community  seven  days  a  week, 
24  hours  a  day,  with  services  to 
match  the  needs  of  small  businesses, 
research  and  development  organiza- 
tions and  worldwide  corporations." 

If  George  Feeney  is  right  GE,  Con- 
trol Data,  Computer  Sciences  Corp. 
and  several  others  currently  building 
up  huge  international  time-sharing 
networks  will  be  in  clover.  For  now, 
however,  the  time-sharing  business  is 
more  like  a  nightmare.  A  red-hot  con- 
cept just  ten  years  ago,  with  revenues 
growing  by  25%  a  year,  time-sharing 
was  attracting  new  entrants  at  the 
rate  of  nearly  one  a  week  in  the  late 
Sixties.  At  one  point  some  200  com- 
panies offered  customers  simultaneous 
access  to  master  computers  from  ter- 
minals located  in  their  own  offices  or 
plants.  Today  only  50  companies  re- 
main, and  by  the  end  of  the  Sev- 
enties, by  wide  agreement,  the  num- 
ber may  well  be  down  to  ten  or  fewer? 

Present  survivors,  like  Tymshare, 
National  CSS  and  Automatic  Data  Pro- 
cessing (see  table),  have  tried  to  im- 
prove their  staying  power  by  buying 
up  the  businesses  of  some  of  the  strag- 


glers. "Of  the  50-odd  companies  still 
around,"  says  President  Robert  J. 
O'Brien  of  Rapidata,  "20%  are  losing 
money,  10%  are  barely  breaking  even 
and  the  rest  are  making  anywhere 
from  5%  to  20%  on  sales  after  taxes." 

What  happened  to  a  business  that 
looked  so  promising  just  a  few  years 
ago?  Overcrowding  is  an  obvious  an- 
swer. But  if  the  business  had  mea- 
sured up  to  the  glowing  expectations, 
there  would  have  been  plenty  of 
room  for  almost  everyone.  Predic- 
tions were  that  the  business  would  be 
running  $1.8  billion  a  year  by  1975; 
actual  revenues  are  estimated  by  a 
recent  Quantum  Science  survey  to  be 
half  that. 

The  Little  Devils 

The  minicomputer  revolution,  which 
also  got  rolling  in  the  late  Sixties, 
caused  the  first  nightmares  for  time- 
sharing boys.  Back  when  it  was  sim- 
ply a  choice  between  renting  time  on 
someone  else's  equipment  and  invest- 
ing in  a  large  or  even  standard-sized 
computer  of  one's  own,  customers 
came  a-running  to  the  time-sharing 
outfits.  But  when  it  became  cheaper 
for  a  small  businessman  or  the  re- 
search division  of  a  large  corporation 
to  buy  a  mini  rather  than  rent  time, 
the  squeeze  was  on  in  time-sharing. 
More  recently,  Sperry  Rand,  Interna- 
tional Business  Machines  and  other 
mainframe  manufacturers  have  begun 
selling  new  lines  of  communications- 
linked  computers  that  let  customers 
set  up  their  own  networks.  Another 
setback  for  time-sharing. 

George    Feeney 's    response    is    the 


idea  of  computer  utilities  with  global, 
round-the-clock  time-sharing  net- 
works. GE's  Mark  III  network,  in 
which  it  has  invested  some  $200  mil- 
lion so  far,  stretches  all  the  way  from 
western  Europe  to  the  western  Pa- 
cific. The  others,  for  the  most  part, 
cover  only  sections  of  the  U.S.  and 
Europe.  Tied  in  with  these  networks 
are  data-storage  banks  and  broadly 
designed  software  programs  that  are 
intended  both  to  make  the  networks 
more  useful  to  customers  and  to  lock 
the  customers  more  tightly  into  them. 

Using  a  Computer  Sciences  setup, 
for  example,  all  U.S.  Army  recruiters 
can  instantly  place  a  new  recruit's 
special  skills  and  preferences  into  a 
data  bank,  schedule  him  for  basic 
training  and  enroll  him  in  special 
schools.  No  one  is  sure  what  it  would 
cost  to  duplicate  such  a  system,  but 
it  would  be  extremely  expensive;  its 
monthly  rental  fee  to  CSC  is  $140,000. 

Telephone  companies  are  fairly  big 
users  of  time-sharing  for  scheduling 
work  forces,  keeping  track  of  repair 
records  and  designing  entire  telephone 
systems.  They  account  for  perhaps 
10%  of  all  revenues.  The  biggest  cus- 
tomer by  far,  however,  is  the  U.S. 
Government.  This  year  Uncle  Sam 
will  spend  about  $240  million  for 
various  time-sharing  services,  twice 
last  year's  outlay. 

Even  if  the  overall  growth  proves  a 
bit  disappointing  in  time-sharing, 
there  will  be  demand  from  big  com- 
panies that  need  extra  computer  time 
during  peak-load  periods.  The  busi- 
ness is  here  to  stay. 

Under  the  circumstances,  it  is  hard 
to  see  how  General  Electric  can  lose. 
It  has  the  money  and  the  reputation, 
and  it  got  an  early  start.  But  the  fu- 
ture for  many  of  the  smaller  partici- 
pants is  dim:  In  a  business  like  this, 
foresight  isn't  enough;  you  need  stay- 
ing power,  too.  ■ 


'/ 


TLp  Survi  vnrc  /  ^ese  ten  companies,  along  with  the  captive  operations  of  large  companies  like  GE, 

'  Control  Data  and  Boeing,  are  among  the  likely  survivors  in  the  time-sharing  shakeout. 
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An  unsolicited  testimonial 

from  someone  who 
spent  a  lifetime  being  frugal 


X£ROX®and  4500®are  trademarks  of  XEROX  CORPORATION. 


I 


Tools  for  today  s  decision  makers. 


As  inflation  drives  costs 
higher  and  higher,  many 
corporations  are 
dangerously  under-insured. 

Yesterday's  amounts  of  insurance  can't  possibly  cover  today's 
or  tomorrow's  losses.  "Indexing  Inflation  "and  "How  not  to 
cook  your  corporate  goose' 'tell  you  how  to  keep  your 
property  values  current  and  covered;  and  suggest  practical 
steps  to  protect  your  investment.  Yours  for  the  asking. 

Phone:(800)421-8436 

In  California,  call  collect:  (213)  624-3661 
Or  contact  your  area  M/S  office. 

appraisals  by 
Marshall  and  Stevens 

Corporate  headquarters: 

1 645  Beverly  Blvd.,  Los  Angeles,  California  90026 

Offices  around  the  world   Ifll  A  Unionamerica  Company 


SPRAY  ROOFS  ■mm 
costly  contractors 

You  can  borrow  a  labor-saving  Randustrial® 
Roof  Spray  Kit  to  resurface  your  plant  roofs 
with  professional  results  and  up  to  50%  or 
more  in  savings.  Our  Roofing  Consultants  will 
provide  jobsite  instruction  on  the  procedure 
which  is  so  simple  that  a  three-man  crew  of 
your  maintenance  men  can  do  the  job. 
Inquire  for  further  information  and  a  copy  of 
our  FREE  64  page  Maintenance  Catalog,  or 
call  us  collect  at  (216)  283-0300. 


Please  send: 

□  Full  details  on  Roof  Spray  System 

□  FREE  64  page  Maintenance  Catalog 

name,title 

company 

addre  ss 

city 


state.zip 

telephone„ 


13306  Union  Ave./Cleveland,  Ohio  44120 
Phone:  (216)  283-0300 


LARGE  CASH  RETURN 

from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANDS 


The  United  States  Department 
of  the  Interior  (Bureau  of  Land 
Management)  holds  non-com- 
petitive public  drawings  each 
month  to  afford  all  citizens  over 
the  age  of  21  years  an  equal 
opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by 
the  Federal  Government. 

A  $20.00  tax  deductible  filing  fee 
could  return  you  a  sum  exceeding 
$75,000.00  immediately,  plus  a  pro- 
duction payment  exceeding  one  mil- 
lion dollars  for  possible  future  in- 
come. 

•     •     •     *     • 

For  further  information  on  how  you 
can  intelligently  participate  in  the 
government  sponsored  program,  con- 
tact: 

MAX  WILSON,  INC. 

P.O.  Drawer  1978— FO 

Roswell,  New  Mexico  88201 

Toll  Free  Number  800-545-7955 


IDS9  3% 
oney  Tree 


Greed  isn't  the  only  reason 
people  invest  unwisely. 

How  many  people  would  go  for  an 
investment  contract  that: 

1 )  Guarantees  the  investor  an  effec- 
tive, taxable  annual  yield  of  just  3%— 
and  even  that  only  if  regular  payments 
are  made  for  22  years? 

2)  Guarantees  the  investor  a  loss  of 
up  to  20%  of  his  principal  if  he  de- 
cides to  bow  out  of  the  deal  within 
the  first  eight  years? 

Answer:  Tens  of  thousands  of  peo- 
ple go  for  it. 

The  investment  in  question  is  in- 
stallment-pay certificates  put  out  by 
Investors  Diversified  Services,  the  mu- 
tual fund  giant;  they're  selling  like 
toilet  tissue  in  a  paper  shortage. 

"Last  year,"  says  Kenneth  R.  Wahl- 
berg,  president  of  Investors  Syndicate 
of  America,  the  IDS  subsidiary  that 
handles  the  certificates,  "we  sold  $320 
million  face-amount  of  these  instru- 
ments, the  highest  ever.  And  this  year 
we're  running  even  better." 

ISA  turns  around  and  invests  the 
bulk  of  this  cheap  money  in  high- 
yielding  corporate  and  tax-free  munic- 
ipal bonds,  earning  6%  and  more.  In 
1974  ISA  had  a  return  on  capital  of 
17%,  with  profits  of  $18.4  million,  80% 
of  its  parent's  net  income.  Because  of 
its  large,  efficient  sales  force,  IDS  has 
this  market  virtually  to  itself.  (ISA  al- 
so sells  "single-pay"  certificates  in 
$1,000  denominations  with  far  more 
generous  yields.  But  the  installment 
certificates  produce   the  big  profits. ) 

The  Deal 

The  installment  certificate  works 
like  this:  An  investor  agrees  to  pay 
IDS,  say,  $20  a  month  for  22  years, 
for  a  total  of  $5,300.  At  the  end  of 
22  years,  the  investor  gets  back 
$7,500,  which  works  out  to  an  animal 
compounded  yield  of  3%.  If  the  Inves- 
tor should  drop  out  after  five  years, 
he  gets  back  only  $1,024  although  he 
put  up  $1,220.  IDS  pockets  the  dif- 
ference. After  ten  years,  the  effective 
yield  is  still  only  1.1%. 

IDS,  which  got  into  the  securities 
business    selling    such    certificates    80 
years  ago,  also  offers  another  varianl 
that  matures  in  15  years  with  a  gum 
anteed  return  of  only  2.5%. 

In  recent  years  IDS  has  made  tin 
certificates  a  little  more  attractive  1»\ 
declaring     "additional     credits"     each 
year  of  up  to  2%  interest.  Thus,  an  in- 
vestor might  conceivably  get  51  aftei 
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The  Continental  Corporation 

is  more  than  just 

The  Continental  Insurance  Companies. 


For  years,  the  Continental  soldier  has  stood  at  the 
ready  as  the  symbol 
of  The  Continental 
Insurance  Com- 


And,  as  such,  he's  become  the  symbol 
of  one  of  the  world's  largest  insurers. 

We  enjoy  a  leading  position  in  most 
categories  of  insurance:  property  and 
liability,  marine,  aviation,  title,  credit, 
foreign,  and  even  reinsurance. 

So  in  1968,  when  Continental 
Insurance  formed  the  parent  Conti- 
nental Corporation  itself,  it  was  only 
natural  for  the  Continental  soldier  to 
become  its  symbol,  too. 

And  because  of  that,  he 
stands  for  more  than  just 
insurance. 

For  The  Continental  Cor- 
poration's business  is  not 
insurance  alone. 

It's  using  and  managing 
money  to  make  money— by 
providing  financial  services 
forthe  businessman  and  the  consumer. 

Besides  insurance,  our  companies  are  in 
the  fields  of  consumer  credit,  data  process- 
ing, business  systems,  and  personal  finance. 

Take  consumer  credit. 

In  1 970,  we  acquired  Diners  Club. 

It  was^the  first  executive  credit  card  ever 
established. 

And  from  the  start,  it  has  been 
accepted  in  more  establishments 
around  the  world  than  any  other 
executive  credit  card. 

When  we  acquired  Diners  Club,  however,  its  internal 
systems  needed  modernization. 

Today,  as  a  result  of  that  modernization,  Diners  Club 
is  a  highly-valued  asset  of  The  Continental  Corporation. 

Its  new  collection  and  payment  programs  are  the 
envy  of  the  industry. 


And  its  prospects  for  profitable  growth 
appear  to  be  excellent. 

In  data  processing,  our  INSCO  Sys- 
tems Corporation  is  a  leader  in  its  field. 
INSCO  serves  not  only  members  of 
the  Continental  family,  but  also  many 
other  nationally-known  companies.  Both  in- 
side the  insurance  industry  and  out. 
It's  profitable  and  growing. 

The  same  is  true  of 
Capital  Financial 
Services,  Inc., 
our  personal  finance 
company  which  has  a 
well-estab- 
lished net- 
work of 
offices  in 
selected 
areas  of  the 
country. 

The  Continental  Corporation:  using  and 
managing  money  to  make  money. 

Today,  we're  the  eleventh  largest  diversi- 
fied financial  corporation  in  the  United  States. 
And  a  corporation  whose  earnings  over 
the  past  f.»ur  years 


have  grown  at  a  compound  annual  rate 
of  19.3%. 
To  some,  it  sounds  like  a  story  that's  too 
ac     good  to  be  true. 
For  us,  it's  a  story  that  is  true. 
But  one  that's  never  been  widely  told. 


The  Continental  Corporation 

AFCO  Credit  Corp    •  Amer.con  Title  InsuronceCompomes  •  Copitol  Fmonciol  Services.  Inc    •  The  Conlinenlol  Insuronce  Companies 

The  D.ners  Club  Inc    •  The  INSCO  Systems  Corp    •  Mor.neOlf.ee     Appleton8CoxCorp  (MOAC)  •  NotionolBen  Franklin  life  Insuronce  Corp 

TheNotionollifeAssuronceComponyofConodo  •   The  Notional  Re.nsuronce  Corp    •   The  Security  Reinsurance  Corp  ltd    -    Underwriters  Adiustmg  Co 
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Superior 

research  for  new 

industry* 

That's  service* 

That's  Georgia* 


I »  • 


if    i 

•  ooo 


f\ 

t  /JWSi.  ~ 

1 

▲  i 

It  isn't  just  that  Georgia 
has  a  better  story  to  tell.  Geor- 
gia tells  it  quickly  and  clearly. 

While  providing  exceptional 
cooperation  to  your  site  selec- 
tion team. 

Initially,  we  will  send  you 
an  industrial  survey  of  our 
labor,  transportation  and  other 
economic  advantages. 

After  that  we'll  get  as  de- 
tailed as  you  want. 

Working  from  your  specifi- 
cations, our  Bureau  of  Indus- 
try and  Trade  will  match  your 
requirements  with  our  full  re- 
sources. Confidentially.  And 
completely. 


Well  function  as  an  exten- 
sion of  your  organization.  From 
our  first  computer  read-out  to 
your  last  location  tour.  You'll 
even  have  the  personal  atten- 
tion and  interest  of  Governor 
Busbee  and  Lieutenant  Gover- 
nor Miller.  Because  we  want 
you  to  know  everything  about 
Georgia.  That's  confidence. 

It's  also  good  business. 

To  see  how  Georgia  /?", 
can  help  your  company,  w4- 
write  H.  W.  Wiley,  Indus-\f  J/ 
try  Division  Director,  Georgia 
Bureau  of  Industrv  and  Trade, 
Box  38097,  Atlanta,  Georgia 
30334,  Dept.  FB-631. 


Georgia 


22  years  instead  of  3%.  But  granting 
those  extra  credits  is  entirely  at  the 
discretion  of  IDS. 

By  normal  arithmetic,  a  person 
would  be  far  better  off  putting  his 
money  in  a  bank  or  in  U.S.  savings 
bonds,  where  the  returns  are  better 
and  the  principal  remains  whole.  In 
fact,  using  the  money  to  buy  whole- 
life  insurance  could  be  a  better  deal: 
After  22  years,  you  would  not  only 
have  had  the  insurance  protection 
along  the  way,  but  would  also  have  a 
cash  value  almost  equal  to  what  you'd 
get  from  the  IDS  certificate. 

Yet  there  are  over  $2.2  billion  of 
these  face-amount  certificates  out- 
standing. Why  do  people  sign  up  for 
such  a  thing?  "It's  a  disciplined  sav- 
ings program,"  argues  Wahlberg. 
"People  want  security  and  would  like 
to  save  a  little  each  month."  So  why 
wouldn't  such  a  person  buy  a  sav- 
ings bond?  "Because,"  answers  Wahl- 
berg, "nobody  ever  calls  them  up  to 
ask  them  to  make  that  second  pay- 
ment. Our  salesmen  will  call." 

The  Losers 

A  "disciplined"  savings  program— 
the  same  principle  that  the  banks 
worked  for  so  many  years  with  their 
weekly,  noninterest-paying  Christmas 
and  vacation  clubs.  Still,  at  least  half 
the  people  who  sign  up  for  IDS'  cer- 
tificate program  drop  out  with  a  loss 
of  money.  Don't  they  get  mad  at  that? 

"We  don't  find  many  objections  to 
the  fact  that  they're  not  even,"  says 
Wahlberg.  "We've  done  several  sur- 
veys of  these  people  in  recent  years 
and  the  common  answer  you  get  is, 
'It's  money  we  wouldn't  have  had 
anyway.  We  would  have  blown  it.' 
I  can't  rationalize  some  of  these 
things,  but  that's  what  we  find. 

"This  eight-year  period  to  break 
even,"  Wahlberg  goes  on,  "has  been 
criticized  by  members  of  Congress 
over  the  years.  We're  now  preparing 
new  certificates  where  we  will  shorten 
that  period  quite  substantially."  Mean- 
while, IDS  will  continue  to  push  the 
old  merchandise. 

As  for  the  miserly  interest  rates, 
Wahlberg  says  that  by  law  IDS  can 
guarantee  only  a  maximum  of  3.5%. 
"Then  you  can  add  the  additional 
credits.''  But  IDS,  no  novice  to  eon 
gressional  lobbying,  hasn't  been  push 
ing    very    hard    to    raise    that    ceiling. 

Is  it  wrong  to  persuade  people  to 
invest    their  hard-earned  savings   in   so 

unprofitable  a  way?  Maybe,  but  IDS 
isn't  hiding  anything.  The  certificate 

prospectus   cleaib    spells   out   on    page 
one    what     the     yields    are.    what     the 
dropout    rates   are.    The   villain,    il    \  il 
lain  it  be,  is  human  nature.  To  man\  . 
the     need     lor    being    loreed     to    saw 
outranks    even    the   desire    for    gain.    ■ 
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SIEMENS 


Where  Quality  is  the  measure 


Because  more  people  are  communicating  more 
often,  quality  is  vital  in  telecommunications. 

As  one  of  the  world's  largest  suppliers  of 
telephone  equipment,  Siemens  manufactures 
a  complete  range  of  high-quality 
telecommunications  products.  Telephone 
systems.  Telex  equipment.  Microwave 
systems.  Test  and  measuring  instruments. 

No  newcomer  to  the  United  States,  Siemens 
has  long  been  a  major  supplier  of  switching 
equipment  and  teleprinters  linked  to  auto- 
matic telex  exchanges  across  the  country. 

In  addition  to  over  300,000  Siemens 
telephone  exchange  lines  now  in 
operation  throughout  America,  we 
are  presently  installing  advanced     • 
central  office  switching  systems 
in  key  areas. 

To  learn  more  about  Siemens  and 
the  quality  products  that  have 
helped  build  our  reputation  in 
such  fields  as  telecommunica- 
tions, write  for  our  latest  brochure: 
Siemens  in  the  United  States. 


Siemens;Corporation ,  Dept. 
1 86  Woosd  Avenue  South 
Iselin,  N.J.  08830 
(201)494-1000 


B 


. .  .Siemens  is  the  rule. 
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How  a  bag  of  air  from 

International  Paper  saves  America's 

shippers  millions  of  dollars  a  year 


We  challenged  some  hefty 
football  players  to  try  to  smash 
their  way  through  a  bag  of  air. 

They  couldn't. 

Reason:  that  bag  of  air  is  an 
International  Paper  Ride  Rite™ 
inflatable  dunnage  bag.  A  multi- 
wall  bag  built  to  withstand  tens 
of  thousands  of  pounds  of  force. 

Why  so  tough  a  bag? 

Because  these  bags  have  to 
protect  billions  of  dollars'  worth 


■■ 


Tests  prove  IP  dunnage  bags  can  be  installed  and 
removed  much  faster  than  wooden  bracing. 

of  freight  from  being  damaged  in 
shipment. 

When  you  load  up  a  railcar, 
truck  or  ship,  the  freight  rarely 
fills  every  available  inch  of 
cargo  space.  And  unless  the 
cargo  space  is  completely  full  (or 
freight  is  immobilized),  the  load 


IP's  dunnage  bag  is  inflated  with  special  inflator 
hooked  to  a  standard  air  compressor. 

can  shift.  And  shifting  could 
cause  damage. 

Traditionally,  many  freight 
shippers  used  other  materials  to 
brace  the  load.  But  these 
materials  are  getting  expensive 
—  and  the  labor  to  install  them 
(and  remove  them  at  the  end  of 
the  line)  even  more  expensive. 

Enter  International  Paper's 
patented,  inflatable  dunnage  bag. 

Our  bags  are  basically  paper, 
so  they're  inexpensive.  (Prices 
range  from  six  to  seventeen 
dollars.) 

Special  linings  and  coatings 
make  them  airtight  and 
moisture  resistant.  They're  fast 
and  simple  to  install  and  inflate. 
And  at  the  receiving  end,  they're 
simply  punctured  and  removed. 

Our  inflatable  dunnage  bag 


has  already  proved  itself  to 
shippers  of  products  ranging 
from  sacks  of  cornstarch  to 
refrigerators.  And  new 
applications  are  continually 
being  developed. 

The  Ride  Rite™  inflatable 
dunnage  bag.  Another  example 
of  International  Paper 
Company's  innovative 
leadership  in  packaging,  paper, 


Properly  installed  bags  are  approved  for  use  as  a 
damage  prevention  device  by  the  National  Freight 
Loss  and  Damage  Prevention  Committee  of  the 
Association  of  American  Railroads. 

pulp,  building  materials,  and 
non-woven  textiles  and  health 
products. 
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220  EAST  42ND  STREET   NEW  YORK.  NEW  YORK  10017 


PAINTING  BY  DONALD  MOSS  FOR  SPORTS  IUU5TRATC 


Sports  Illustrated  makes  the 
world  look  bright  because  sports 
make  the  world  look  bright.  It's  that 
simple. 

You  get  out  on  a  sunny  golf 
course  or  play  a  few  sets  of  tennis  or 


watch  a  bang-up  football  game... and 
somehow,  everything  looks  brighter 
and  more  optimistic. 

No  wonder  Sports  Illustrated 
works  so  hard  for  advertising.  The 
happy  atmosphere's  infectious.  The 


good  spirits  rub  off  on  everything  in 
its  pages. 

When  people  are  reading  SI, 
they're  open-minded  and  positive. 

A  campaign  in  Sports  Illustrated? 
It's  a  very  bright  idea. 


Sports 


trated 

What  other  newsweekly  makes  the  world  look  so  bright?  j 
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Sue! 
Sue! 
Sue! 


The  insurance  company  isn't  the  only  one  that 
loses  from  a  fat  damage  award.  So  does  the  in- 
sured public.  But  there's  a  sensible  alternative. 


The  absolutely  latest  wrinkle  in 
litigation:  Sue  your  son.  Let's 
suppose  the  boy  is  chauffeuring  the 
family  up  to  Lake  Hollyhock  and 
rearends  the  car  in  front  at  a  stop- 
light. Some  lawyers  are  encouraging 
the  old  man  to  sue  the  kid  for  negli- 
gence. Good  clean  fun,  and  maybe 
you  can  collect  enough  cash  from  the 
insurance  company  to  make  up  for 
your  next  seven  insurance  rate  in- 
creases, and  then  some. 

Or,  try  this:  Sue  your  husband  for 
breach  of  fiduciary  duty  if  he  put  too 
much  of  the  family's  nest  egg  in  New 
York  City  bonds.  Or  sue  the  city  it- 
self for  selling  him  the  bonds  in  the 
first  place,  as  one  lawyer  did  last 
month,  to  the  tune  of  $19  billion  in 
asked-for  damages. 

Ridiculous  extremes?  Ridiculous, 
maybe,  but  not  so  extreme.  The  news- 
papers are  full  of  stories  about  litiga- 
tion these  days.  Doctors  are  a  prime 
target,  but  far  from  the  only  target. 
The  prevailing  attitude  is:  Make  'em 
pay;  they're  insured,  aren't  they? 

Jury  awards  to  victims  of  all  sorts 
are  skyrocketing— and  with  them  in- 
surance rates.  Last  month,  superlaw- 
yer  F.  Lee  Bailey  asked  for  $4.6  bil- 
lion for  some  120  victims  of  an  air- 
plane crash. 

As  plaintiff  lawyer  Jacob  Fuchsberg 
asked  (he  had  more  than  a  dozen 
$1 -million  accident  verdicts  to  his 
credit  before  he  became  a  judge ) : 
"Can't  we  afford  it?" 

The  answer  is  almost  certainly:  No. 

Take  the  insurance  companies.  No 
matter  how  fast  they  push  premiums 
up,  they  keep  losing  money  on  their 
underwriting  business.  Teledyne's  Ar- 
gonaut Insurance  Co.  dropped  $80 
million  on  medical  malpractice  insur- 
ance alone  last  year.  Meanwhile,  the 
companies  are  reaping  a  bitter  har- 
vest of  public  scorn  with  each  rate  in- 
crease, with  each  refusal  to  renew. 
The  lawyers  and  a  minority  of  vic- 
tims reap  the  money.  The  insurance 
companies  reap  the  blame.  The  na- 
tion's bill  for  nonauto  liability  insur- 
ance hit  $1  billion  in  1961,  $2  bil- 
lion  in    1970,    $3   billion   last   year. 


Counting  in  autos,  the  bill  soars  to 
$14  billion.  It  could  go  as  high  as 
$30  billion  by  1980.  Indeed:  Can  we 
afford  it? 

Fortunately,  history  offers  some 
ways  out. 

The  "malpractice  crisis"  is  actually 
one  of  the  most  durable  sagas  around. 
Just  like  Gone  With  The  Wind,  it 
plays  to  a  new  audience  every  decade 
or  so. 

Think  back  for  a  moment.  When 
the  focus  was  on  on-the-job  injuries 
some  80  years  ago,  this  scenario  end- 
ed happily  with  the  passage  of  work- 
men's compensation  laws— what  we 
would  call  no-fault  laws  today.  Call 
them  "no-lawyer  laws,"  since  that  was 
their  effect.  The  legislature  fired  the 
legal  free-lancers  who  had  been  de- 
fending workers'  right  to  sue,  and  the 
lancers  moved  on.  The  result:  cheap- 
er insurance  for  more  employers,  a 
smooth  stream  of  profits  for  insurers, 
better  industrial  safety  and  a  prime 
source  of  labor-management  friction 
done  away  with.  The  price?  The  do- 
ling away  with  a  lot  of  plush  legal 
practices. 

Or  remember  when  public  atti- 
tudes toward  divorce  changed  after 
World  War  II  that  the  story  was 
about  the  same.  No-fault  divorce- 
after  30  years'  resistance  by  the  law- 
yers—was the  answer,  and  most  states 
now  have  it.  Where  there  is  mutual 
consent  to  divorce,  there  is  no  more 
need  to  prove  adultery  or  alienation 
of  affection.  No  more  breach  of  prom- 
ise. No  more  need  for  photographers 
and  private  detectives  to  burst  in  on 
love  nests.  Some  lawyers  lost  out,  but 
the  public  as  a  whole  benefited. 

And  no-fault  auto  laws,  as  Daniel 
Moynihan  has  pointed  out,  were  "the 
one  incontestably  successful  reform 
of  the  1960s." 

Why  not  the  same  answer  when 
the  spotlight  suddenly  shifts  to  medi- 
cal malpractice,  where  a  steadily  in- 
creasing number  of  legal  warriors 
have  set  up  shop?  Why  isn't  the  insur- 
ance industry  taking  advertisements 
telling  people  that  no-fault  is  the  an- 
swer? Why  do  companies  rely  almost 


single-mindedly  on  the  old-time  reli- 
gion of  more  rate  increases?  That's 
a  good  question.  And  the  probable 
answer  is:  Inertia. 

Despite  stop-gap  legislation  in 
many  states,  the  bill  for  medical  mal- 
practice has  just  begun  to  be  paid. 
A  record  103  suits  were  filed  in  Cook 
County,  111.  alone  in  July— just  in  time 
to  beat  a  possibly  unconstitutional 
law  that  seeks  to  hold  down  damages 
on  them  to  no  more  than  $500,000. 
Doctors  and  hospitals  are  just  start- 
ing to  pass  on  their  insurance  rate  in- 
creases to  patients:  Day  rates  in  some 
hospitals  have  climbed  $12  a  day  in 
just  eight  months  (to  $144!). 

It  isn't  just  doctors,  either.  Lawyers, 
accountants,  architects,  consultants, 
directors  and  homebuilders  have  all 
been  watching  their  premiums  soar. 
No  one  seems  immune:  Utica  Mu- 
tual, the  nation's  largest  insurer  of  in- 
surance brokers  and  agents,  says  that 
malpractice  claims  filed  against  its 
11,000  policyholders  climbed  40%  last 
year.  The  indicated  rate  increase: 
60%!  But  will  even  that  be  enough? 
"Who  knows?"  says  Vincent  T.  Ehre, 
Utica  chairman. 

Accountant's  Nightmare 

The  accounting  profession  is  espe- 
cially beleaguered  by  malpractice 
claims  against  its  members.  So  the 
American  Institute  of  Certified  Public 
Accountants  is  taking  the  extraordi- 
nary step  of  trying  to  bar  member 
CPAs  from  working  on  a  contingency- 
fee  basis  for  lawyers  who  bring  class- 
action  suits— the  professional  equiva- 
lent of  trying  to  kill  the  messenger  who 
brings  you  the  bad  news.  (They 
haven't  succeeded  yet. ) 

Just  imagine  the  chaos  when  some 
clever  attorney  finds  a  way  to  make 
stick  malpractice  charges  against 
economists  and  journalists. 

Product  liability  is  the  next  "crisis 
area,"  comparable  to  medical  mal- 
practice, according  to  Iowa  Insurance 
Commissioner  William  Huff  III,  pres- 
ident of  the  National  Association  of 
Insurance  Commissioners.  Already, 
consumer  suits— over  everything  from 
exploding  frying  pans  to  mislabeled 
birth  control  pills— are  causing  a  "se- 
rious profit  hemorrhage,"  according  to 
expert  Irwin  Gray.  Product-liability 
suits  have  increased  from  50,000  in 
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1960  to  500,000  in  1970  and  to  more 
than  a  million  today.  Tomorrow,  the 
bill  for  all  that  will  be  passed  on  to 
the  consumer. 

You  can  pay  through  the  nose  on 
your  tax  bill,  too.  The  deep-pocket 
theory  goes  double  for  government.  A 
year  ago,  78  lawyers  in  New  York 
City's  legal  department  were  slogging 
away  at  55,000  suits  stemming  most- 
ly from  flaws  in  streets  and  sidewalks. 
After  the  fiscal  crisis,  there  may  be 
fewer  lawyers— but  there  will  certain- 
ly be  more  suits. 

Sidewalk  falls.  Exploding  frying 
pans.  The  twist- too-much  of  an  oxy- 
gen valve  in  an  operating  room.  What 
these  have  in  common  with  the  work- 
man's severed  finger,  the  failed  mar- 
riage and  the  bent  fender  is  that 
each  was  once  considered  a  dirty  deed 
rather  than  an  accident.  All  were  orig- 
inally a  rich  field  for  litigation. 

But  where  the  19th  century  saw  a 
tort— and  sued— the  20th  century  sees 
an  accident  and  settles.  That  is  what 
no-fault  is  all  about.  It  may  be  an 
abridgement  of  the  rugged  individ- 
ual's right  to  win  big  if  he  can,  but 
it  is  also  a  civilized  necessity.  In  a  so- 
ciety that  believes  in  protection  for 
all— not  just  for  the  rich  and  the 
lucky— the  protection  must  be  deliv- 
ered at  a  reasonable  cost,  and  only 
no-fault  can  do  it. 

No-fault  insurance  simply  short- 
circuits  tort  law.  You  give  up  your 
right  to  sue.  You  give  up  the  need 
to  argue  who  did  what  to  whom. 
But  you  also  give  up  the  fear  of  com- 
ing away  with  nothing.  You  collect 
your  out-of-pocket  losses  from  your 
insurance  company— but  no  pain  and 
suffering  money— immediately.  With- 
out argument.  Without  fail.  This  is 
the  principle  that  underlies  workmen's 
compensation. 

Can  no-fault  be  made  to  work 
against  the  liability  litigation  boom? 
Almost  certainly.  But  there  are  some 
big  obstacles. 

The  Association  of  Trial  Lawyers 
of  America  claims  that  any  extension 
of  the  no-fault  principle  would  have 
"stratospheric  costs,  since  there  are 
literally  hundreds  of  medical  injuries 
for  every  person  who  now  receives 
payment  in  a  fault  claim."  But  the 
ATLA  is  not  precisely  a  disinter- 
ested party. 

In  fact,  the  tort  system  is  horribly 
inefficient  in  medical  cases.  One  at- 
torney who  has  studied  the  medical 
malpractice  business  estimates  that 
only  16  cents  of  every  premium  dol- 
lar ever  gets  to  patients.  The  rest  goes 
for  lawyers,  brokers  and  overhead. 
That's   compared   with   66   cents   for 
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no-fault  auto  insurance  and  74  cents 
for  workmen's  compensation. 

There  are  a  few  simple  ways  to 
begin  no-fault  medical.  One  of  the 
most  appealing  has  been  advanced  by 
Professor  Jeffrey  O'Connell,  the  author 
(with  colleague  Robert  E.  Keeton)  of 
the  idea  of  auto  no-fault  in  the  1960s. 

Why  can't  certain  types  of  tort 
liability  be  abolished  by  contract? 
O'Connell  has  asked.  A  man  entering* 
a  hospital  could  sign  a  contract  with 
his  doctor  for  insurance  that  would 
cover  his  expenses— automatically— if 
certain  things  (like  his  heart  stopping 
unexpectedly),  all  specified  in  the 
contract,  went  wrong.  The  patient's 
incentive  to  sign?  The  guarantee  of 
being  taken  care  of  immediately  if 
something  did  turn  sour,  rather  than 
waiting  for  four  or  five  years  to  find 
out  whether  he  had  struck  it  rich  or 
failed  to  collect  a  penny.  And  he 
could  still  take  the  surgeon  to  court 
if  he  woke  up  with  a  pair  of  scissors 
in  his  belly. 

Take  the  guarantee  a  step  further. 


"Trial  By  Jury":  Writing  100  years 
ago,  Gilbert  and  Sullivan  satirized 
the  legal  profession's  sometimes 
excessively  mercenary  bent.  Sang 
the  judge,  recalling  his  days  as  a 
lawyer:  "All  thieves  who  could  my 
fees  afford  relied  on  my  orations. 
And  many  a  burglar  I've  restored  to 
his  friends  and  his  relations."  To- 
day some  attorneys  successfully  use 
their  orations  to  mulct  large  fees 
from  insurance  companies— and  in 
the  end,  the  general  public. 


What  if  your  purchase  of  a  power 
saw  was  conditioned  on  your  entering 
into  a  warranty  contract  with  the 
maker?  If  it  cut  off  your  hand  or 
shocked  you  to  death,  his  insurance 
would  pay  a  certain  amount,  no  mat- 
ter whose  fault  it  was.  You,  in  turn, 
would  give  up  your  right  to  sue  him. 

It  takes  no  law  to  get  this  started. 
(Remember:  the  lawyers  are  still 
fighting  a  rearguard  action  against 
auto  no-fault.)  It  can  be  applied 
where  it  works  and  ignored  where  it 
doesn't.  An  accurate  check  on  costs 
and  benefits  can  be  kept  at  each  step 
of  the  way.  And  above  all,  it  would 
reestablish  some  basis  for  mutual 
trust  between  seller  and  buyer.  In 
other  words,  smaller  but  realistic 
awards  for  more  people  with  less 
argument.  A  beautiful  idea,  right? 
O'Connell  is  understandably  the  law- 
yers' bete  noire;  indeed,  the  California 
Bar  Association's  Journal  just  killed 
rather  than  publish  a  special  malprac- 
tice symposium  with  an  article  by  him 
in  it.  The  reason  given:  "hysterical  an- 
tilawyer  pamphleteering." 

Yet  why  is  O'Connell  the  insurance 
industry's  Solzhenitsyn?  An  ac- 
knowledged genius  with  whom  no  one 
wants  to  be  seen?  "Don't  quote  me," 
says  an  executive,  "but  my  committee 
might  meet  with  O'Connell  next  year." 
Can  the  industry  afford  to  wait  to  ex- 
tend the  principle  of  no-fault?  Do 
executives  really  expect  to  wheedle 
rate  increases  out  of  state  commis- 
sioners fast  enough  to  keep  up  with 
astronomical  jury  awards  during  a 
time  of  inflation? 

Part  of  the  trouble  already,  of 
course,  is  the  fact  that  the  insurance 
industry  has  been  under  the  stifling 
hand  of  state  regulation  for  more  than 
50  years.  Innovative  ideas  are  so  dif- 
ficult to  feed  through  the  regulatory 
process  that  after  a  while  whole  in- 
dustries stop  trying,  witness  the  rail- 
roads. Marketing  fears  play  a  part 
also.  For  example,  the  "Chicago 
Group"  of  insurance  companies  held 
out  against  no-fault  auto  insurance  for 
years  after  the  "Hartford  Group"  of 
the  American  Insurance  Association 
embraced  it.  The  Chicagoans'  attitude 
was:  Maybe  this  product  makes  sense 
on  the  whole,  but  where  would  100 
come  out  on  it? 

The  right  to  sue  is  deeply  cherished 
by  Americans,  but  remember  this:  It 
is  a  zero-sum  game.  What  some  peo- 
ple win,  everybody  else  loses.  In  the 
end,  you  cannot  soak  the  Insurance 
company— or  you  can  only  soak  it  un- 
til it  is  stripped  of  assets  and  of  1 1  it- 
ability  to  write  insurance,   In  the  end, 

the  insurance  company  is  simply  an 

agent  for  US,  the  insured.  So  win  are 
we    litigating    ourselves    into    a    p.r 

noid  society?  ■ 
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"The  business  you  own 
is  probably  worth  a  lot 
more  than  the  business 

you  insured'.' 


L.  Patton  Kline,  President,  Marsh  &  McLennan  Incorporated 


Inflation  is  continually  raising  the  value  of 
your  business— even  during  normal  economic 
times.  And  as  your  business  grows,  its  value  increases 
even  more. 

That's  why  it's  extremely  important  for  you 
to  make  sure  your  commercial  property  and  casualty 
insurance  keeps  up  with  the  value  of  your  business. 
No  matter  which  company  provides  your  insurance, 
ours  or  anybody  else's,  you  should  have  your  coverage 
checked  annually  by  a  professional. 

Insurance  brokers  and  independent 
insurance  agents  are  professionals  who  are  especially 
qualified  to  advise  you.  Brokers  are  risk  managers 
who  represent  you  nationally  and  internationally. 
Local  agents  are  independent  representatives  of  a 
number  of  companies.  Both  have  no  obligation 
to  any  one  insurance  company,  so  they  can  give  you 


the  kind  of  expert,  objective  advice  you  already  expect 
from  a  doctor  or  lawyer. 

So  speak  to  an  insurance  expert  and  make 
sure  you  have  the  coverage  you  need  to  be  fully 
protected.  Updating  your  coverage  may  cost  you  a 
little  more  now,  but  it  could  save  you  a  lot  more  later. 

INDUSTRIAL  INDEMNITY 

one  of  the 

CRUM&FORSTER 
INSURANCE  COMPANIES 

THE  POLICY  MAKERS. 


ECIALV 
JCEREP 


Last  year  was  bad,  but  this  year,  so 
far,  is  even  worse  for  the  fire  &  casual- 
ty insurance  industry.  Inflation  is  slow- 
er but  continuing,  and  the  litigation 
epidemic  rages  unabated  {see  p.  63). 
The  ponderous  state  rate  commissions 
simply  are  not  coming  through  with 
fast  enough  and  big  enough  rate  in- 
creases in  the  critical  personal  lines. 

Cycles  are  nothing  new  in  this  busi- 
ness; they  are  a  fact  of  life.  But  this 
is  a  rough  one.  In  the  first  half  alone, 
Forbes  estimates  that  the  auto  in- 
surers had  losses  that  could  be  as 
high  as  $1  billion  from  insurance  op- 
erations (before  investment  income). 
Government  Employees  Insurance 
Co.,  a  onetime  stellar  growth  compa- 
ny, sank  into  the  red  overall  and  elim- 
inated its  dividend.  And  the  No.  One 
auto  insurer,  State  Farm  Mutual,  went 
from  a  $94-million  underwriting  prof- 
it to  a  $76-million  loss. 

International  Telephone  &  Tele- 
graph's Hartford  Fire  subsidiary  was 
one  of  the  hardest  hit.  The  Hartford 
had  operated  on  the  principle  that  if 
it  could  break  even  on  insurance  op- 
erations, it  could  produce  an  enor- 
mous positive  cash  flow  for  its  parent. 
When  you  shaded  price  to  get  volume 
the  way  Hartford  did  (as  did  many 
other  competitors),  it  was  a  disaster. 
The  company  lost  $123  million  pre- 
tax on  underwriting  last  year;  another 
$70  million  in  1975's  first  half.  And 
that  was  after  inclusion  of  $11  mil- 
lion in  catastrophe  reserves  back  into 
earnings.  The  Financial  Accounting 
Standards  Board  recently  required  all 
fire  &  casualty  companies  to  do  away 
with  their  catastrophe  reserves.  So,  for 
many,  the  miserable  results  shown  are 
really  even  worse. 

Even  a  conservative  company  like 
Philadelphia's  INA  Corp.,  which  is 
less  dependent  on  personal  lines,  took 
a  beating.  INA  had  to  increase  its 
loss  reserves  by  $16  million  because 
of  the  spectacular  New  York  Tele- 
phone Co.  fire  in  the  spring.  For  the 
six  months  INA  ended  up  paying  out 
12%  more  in  claims  and  policy  divi- 
dends than  it  took  in  in  premiums. 

Will  the  cycle  turn  as  it  has  in 
the  past,  rewarding  those  smart 
enough  to  buy  at  the  bottom?  There 
were  a  few  hopeful  signs.  INA's  prop- 
erty casualty  operation  went  into  the 
black  in  June,  its  first  black  ink  in 
eight  months.  "We're  crossing  our  fin- 
gers," says  INA's  CEO  Ralph  Saul. 


Fire  &  Casualty: 
Is  The  Worst  Over? 

The  only  answer  we  can  give  is:  Maybe. 


At  the  halfway  mark,  the  industry  ^ 
was  an  estimated  $2  billion  in  the 
hole  on  underwriting  operations  after 
paying  out  policyholder  dividends. 
The  second  half  should  be  a  bit  bet- 
ter, thanks  to  sizable  rate  increases. 
But  how  much  better?  "I  shudder," 
says  Saul,  "at  the  thought  of  a  major 
storm.  That  would  be  all  we  would 
need."  In  short,  rates  have  not  yet 
caught  up  enough  to  leave  a  margin 
for  acts  of  God.  Nor  for  a  resurgence 


UNDERWRITING  LEVERAGE. 

If  the  fire  and  casualty  companies 
can  break  even  on  insurance 
operations,  they  can  make  a 
substantial  overall  profit. 
In  recent  years  they  earned  $2 
billion— $3  billion  from  investments 
on  top  of  underwriting 
profits.  But  in  disaster  years 
like  1974-75,  insurance  under- 
writing losses  almost  wash  out 
investment  income. 


—  3.0 


—  2.5 


—  2.0 


--0.5 


in      o      r->      cm      ro 
id      r«.      r^      rs.      r-s 

in     tn     ot      oi      oi 
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of  inflation  caused  by  acts  of  man. 

At  least  the  stock  market  helped 
this  year.  Last  year's  bear  market 
tore  huge  chunks  out  of  the  skin  of 
an  industry  now  doubly  dependent 
on  capital  and  on  investment  income. 
This  year's  smart  rally  restored  some 
of  it.  The  fire  &  casualty  insurers  have 
sold  stock  on  balance  so  far  this  year, 
seeking  to  lock  in  the  recovery.  "Who 
knows,"  lamented  one  executive, 
"whether  the  market  won't  collapse 
again  if  interest  rates  soar  again  and 
inflation  takes  off.  We'll  just  have  to 
miss  out  on  the  shot  at  future  capital 
gains  in  order  to  avoid  the  risk  of  get- 
ting clobbered  by  the  stock  market 
as  well  as  by  everything  else." 

In  a  way  it  was  an  old  story.  The 
stronger  companies  have  not  had  to 
sell  stock,  because  they  were  fortified 
against  adversity.  New  York's  Con- 
tinental Corp.  has,  for  every  $1  of 
premiums  it  writes,  75  cents  of  capi- 
tal to  back  it  up,  and  thus  can  sit  out 
a  severe  bear  market.  Others,  with 
less  capital,  have  seen  their  premium- 
to-capital  ratios  balloon  to  3.5-to-l 
and  even  higher. 

Houston-based  American  General 
was  doing  relatively  well,  too.  Its  life 
insurance  and  mortgage  banking  was 
taking  up  some  of  the  slack  caused 
by  fire  &  casualty  losses.  As  a  result, 
its  earnings  were  off  only  3%,  with 
some  assistance  from  a  reduction  in 
shares  outstanding. 

Under  a  new  management  team, 
once  troubled  Chicago-based  CNA 
Corp.  has  cut  underwriting  losses, 
while  its  capital  position  has  been  bol- 
stered by  $40  million  from  its  new 
controlling  stockholder,  Loews  Corp. 
"The  old  management,"  says  CNA's 
new  top  man,  Edward  Noha,  "got  dis- 
tracted with  diversification.  They  lost 
control  of  the  bread-and-butter  busi- 
ness, insurance."  With  its  real  estate 
subsidiary,  the  Larwin  Group,  written 
down  to  zero  last  year,  CNA  doesn't 
have  those  losses  hanging  oxer  ils 
head  in  1975. 

Despite  a  few  bright  spots  I  or  the 
industry  as  a  whole,  many  basic  prob- 
lems remain.  Rate  increases  are  sub 
ject  to  being  held  down  by  angT) 
customers  and  politically  sensitive 
rate  commissions.  Hut  there  is  nothing 
the  industry  can  do  about  inflation 
and  litigation,  both  of  which  con- 
tinually increase  claims.  As  things 
now  stand,  companies  heavy  in  auto 
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Stock  Fire  &  Casualty  Companies 


Rank 


rotal 
\ssets 


1974  RESULTS 

($  millions) 

Fire  &  Net 

rotal        Casualty  Investment       Net 
iiues  Premiums     Income      Income 


Company 


Return  on  Equity 
5-Year 
Average  1974 


■  PROFITABILITY- 


Combined  Loj 

&  Expense  Rat 

5-Year 

Average  1 


I          $4,079  $1,798  $1,430  $147.4  $91.9 

1            1,874  949  926  52.5  46.8 

3           1,441  859  802  60.9  27.1 

1,049  391  373  42.4  32.3 

5              817  569  565  32.3  26.1 

700  445  394  29.2  14.5 


Continental  Corp 

8.2% 

6.5% 

99.6% 

105. 

United  States  Fidelity  &  Guaranty 

9.7 

8.2 

98.0 

101.J 

Crum  &  Forster 

10.1 

6.9 

100.1 

105J 

General  Reinsurance* 

15.7 

13.1 

98.8 

105. 

Government  Employees  Insurance 

22.4 

15.8 

97.7 

101.1 

Kemper  Corp 

15.3 

9.6 

99.3 

105. 

. 

7 

;. 

9 

10 

11 

12 


541 
534 

475 
377 
312 
310 


250 
236 
316 
200 
212 
153 


230 
165 
298 
185 
173 
144 


21.3 
22.1 
18.7 
13.1 
11.7 
8.8 


—4.4 

12.5 

22.4 

7.3 

4.2 

7.4 


Averages 


American  Re-Insurance* 

ERC  Corp* 

Ohio  Casualty 

Hanover  Insurance  Cos 

NNCorp 

Republic 


Note:    All    1974   results  ore  based  on    "generally  accepted  accounting   principles."   Where    regulators  have  granted   exemptions  from  GAAP,  results  show  only  periods  when  GAAP  opt 
*  A  reinsurance  company.  t  4  years.         %  4  yr.  av.  P-D— Profit  to  deficit. 


Stock  Multiple  Line  and  Diversified  Companies 


Rank 


Total 
Assets 


1974  RESULTS 

($  millions) 

Life  Total 

Insurance       Total       Insurance 

In  Force    Revenues  Premiums 


■  GROWTH. 


Net 
Income 


1 

$13,881 

$84,243 

$5,173 

$4,210 

$151.6 

2 

9,842 

69,516 

4,605 

4,054 

147.9 

3 

8,350 

45,333 

2,654 

2,098 

126.0 

4 

4,437 

22,270 

1,827 

1,538 

—207.6 

5 

4,299 

34,631 

1,265 

1,014 

76.1 

6 

3,895 

10,657 

2,247 

1,834 

79.8 

Multiple  Line  Insurers 

""-'"■ —^i^— ■ I. 

Aetna  Life  &  Casualty 
Travelers  Corp 
Connecticut  General  Ins  Co 
CNA  Financial  Corp 
Lincoln  National  Corp 
INA  Corp 


(5-Year  Compounded  Rate) 

Life  Total 

Total     Insurance       Total       Insurance    Earm 
Assets      In  Force    Revenues  Premiums  Per  Shi- 


7.9% 

8.0% 

8.9% 

7.8% 

25.11 

7.9 

5.7 

10.3 

9.9 

13.1| 

8.5 

7.1 

10.3 

9.2 

16.9 

5.0t 

5.7 

8.6 

6.3 

P-D 

6.9 

8.4 

10.5 

11.1 

5.6 

10.9 

20.2 

18.2 

15.2 

11.11 

7 

8 

9 

10 

11 

12 


3,592 
1,868 
1,499 
1,457 
1,440 
1,241 


22,149 
3,270 
3,853 
4,011 
2,342 
5,150 


1,168 
886 
732 
817 
784 
615 


1,008 
782 
682 
628 
602 
539 


57.5  American  General  Group 

38.5  St  Paul  Companies 

4.9  Chubb  Corp 

65.0  American  International  Group 

-13.9  Reliance  Group 

14.8  Safeco  Corp 


10.5 
11.7** 

9.3 
16.2 

4.9 
13.4 


18.2 
15.8** 
9.3 
22.3 
11.5 
21.9 


11.7 

15.6** 

16.3 

18.0 

11.1 

12.8 


11.5 

14.3** 

15.3 

16.9 

11.0 

11.7 


11.3  1 

2.811 

— 26.1  : 

23.4 

P-D 

9t- 


13 
14 
15 
16 
17 

909 
434 
374 
350 
322 

7,070 
1,797 
5,653 
867 
2,250 

243 
226 
123 
293 
120 

191 
192 

99 
250 

93 

23.6 
—11.4 

5.8 
37.1 

1.4 

Gulf  Life  Holding 
Centennial  Corp 
Integon  Corp 
Colonial  Penn  Group 
Beneficial  Standard  Corp 

7.5 
]  35.8 
S  13.3 

j  36.8 

NA 

5.8 
42.2 
13.1 
10.6 
15.6 

11.0 
40.4 
12.7 
33.4 
1.4** 

11.5 
27.0 
11.3 
37.0 
—0.7** 

9.7 
P-D 

11.2 
39.2 

NM- 

Diversified  Companies 

1 
2 
3 

$5,471 
4,352 
2,930 

$8,803 
17,666 
37,900 

$2,675 
2,845 
1,299 

$2,425 
2,661 
1,024 

$70.8 

156.0 

62.1 

International  Tel  &  Tel 

Hartford  &  Financial  Services 
Sears,  Roebuck 

Allstate  Insurance 
Msamerica 

Occidental  &  Transamerica  Ins 

1  18.3% 
9  11.0 

7.4 

18.0% 
15.9 
8.6 

17.0% 

14.3 

11.2 

17.1% 

12.9 

10.9 

8.41 
20.9  j 
11.9  j 

4 
5 
6 

2,576 
1,894 
1,483 

1,689 
3,316 
5,086 

1,342 
971 
712 

1,231 
894 
641 

64.9 
36.8 

—56.4 

Fxpress 
Fiwnan's  Fund  American  Cos 

ng 
The  Home  Insurance 

Unicoa  &  Argonaut 

8.1 

4.4 

116.4 

3.5 

4.8 

20.5 

9.7 

8.4 

10.0 

9.4 

8.1 

18.6 

22.3 
2.6 

p-dI 

i 

7 
8 

935 
883 

1,054 
5,570 

616 

277 

555 
232 

38.9 
36.5 

an  Financial  Corp 
American  Financial  Ins  Group 

Paul  Revere  (&  other  Ins  Oper) 

I  NM 

!    7.2 

NM 
11.5 

NM 
8.9 

NM 
8.3 

NM 
14.0  j 

Averages 


12.1 


13.5 


14.2 


13.0 


Note:    All M 974    results   are    based   on    ■  generally   accepted   accounting    principle         Where  regulators  have  granted  exemptions  (rom  GAAP,  results  show  only  periods  wh- 
in  the   Diversified   Companies   section,    the   results  are   for  net   income.         t  3    ,-eors.         *3  yr.   av  »•  4  yrs.         ++4  yr    ov  P-D-Proflt   to  deficit  NA-Not  o. 

Not  meaningful. 
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CR 
5-Year  Com 

1\A/TH 

TPFMn 

-STOCK  DATA 

pounded  Rate) 

(Change  1974  vs 

1973) 

Fire  & 

Fire  & 

1974 

Price/ 

rotal 

Total 

Casualty 

Earnings 

Total 

Casualty 

Earnings 

Earnings 

Recent 

Earnings 

1974-75 

Indicaied 

issets 

Revenues 

Premiums 

Per  Share 

Revenues 

Premiums 

Per  Share 

Per  Share 

Price 

Ratio 

Price  Range 

Dividend 

4.4% 

6.5% 

4.6% 

11.1% 

8.9% 

9.7% 

—33.7% 

$3.46 

361/2 

10 

46% -23% 

$2.60 

4.8 

9.2 

8.0 

8.2 

8.4 

0.8 

—15.5 

2.88 

303A 

12 

38V2-181/2 

2.48 

8.8 

12.3 

11.4 

11.3 

10.6 

8.3 

—43.7 

2.15 

22 

11 

27     -12% 

1.40 

16.3 

14.6 

13.7 

15.4 

11.3 

15.8 

—15.5 

5.93 

148 

27 

221      -99 

0.40 

6.8t 

17.1t 

14.9t 

14.5+ 

7.9 

5.8 

—17.8 

1.48 

20% 

— ■ 

421/2-14% 

Nil 

6.4 

17.6 

15.8 

15.5 

23.1 

20.8 

—31.0 

2.61 

121/2 

9 

20V2-11 

0.80 

9.4 

10.8 

8.8 

P-D 

21.4 

15.3 

P-D 

—0.80 

I6V2 

— . 

303A-10 

0.60 

3.3 

11.2 

9.7 

10.6 

—0.6 

—6.9 

—19.8 

2.47 

16 

8 

42     -IOV2 

0.56 

1.7 

13.0 

10.9 

16.7 

4.3 

3.9 

—13.7 

3.91 

341/2 

11 

45V4-15V8 

1.32 

9.8t 

8.8 

7.5 

30.3+ 

12.5 

12.0 

—30.6 

2.22 

8V2 

4 

131A-  51/2 

0.50 

9.0 

12.5 

9.5 

—4.7 

11.2 

8.9 

—62.0 

1.30 

131A 

41 

21V2-  91A 

1.20 

I9.6 

13.0 

16.3 

27.5 

4.4 

14.5 

—36.1 

2.09 

lOVs 

6 

171A-  8 

0.80 

h.7 

12.2 

10.9 

bined  ratio:    For  practical  purposes,  a  combined  ratio  under  100%  indicates  an  underwriting    profit,    over    100%   a    loss.    Companies   also    earn    investment   profits.    Combined    ratio    in- 
;s  ratio  of  losses  and  loss-adjustment  expense  plus  policyholder  dividends  to  premiums  earned  and  ratio  of  underwriting  expenses  to  premiums  written.  P/E  based  on  latest  12  mos.  EPS. 


TREND , 

lange  1974  vs  1973) 

Entire  Co 

mpany 

PROFITABILITY 
Life  Operations 

F  &  C  Operations 

■  STOCK  DATA 

' 

Return  on 

Equity 

Yield  on  Investments 

Combin 

ed  Ratio 

1974 

Price/ 

rotal 

Earnings 

5-Year 

5-Year 

5-Year 

Earnings 

Recent 

Earnings 

1974-75 

Indicated 

venues 

Per  Share* 

Average 

1974 

Average 

1974 

Average 

1974 

Per  Share 

Price 

Ratio 

Price  Range 

Dividend 

9.9% 

—22.1  % 

11.0% 

9.8% 

6.0% 

6.6% 

100.2% 

102.7% 

$2.85 

225/s 

12 

39V4-151/8 

$1.08 

0.1 

—15.3 

9.3 

9.5 

5.9 

6.1 

102.3 

109.2 

3.33 

23 

13 

35V2-151A 

1.08 

9.9 

—6.3 

12.6 

13.5 

6.3 

7.0 

99.0 

102.8 

4.61 

36'A 

8 

55%-221A 

0.96 

3.6 

P-D 

NA 

def 

5.8 

6.2 

103.0 

114.3 

—6.35 

6% 

— 

11%-     21/4 

Nil 

8.0 

—18.2 

10.1 

8.7 

6.1 

6.7 

97.2 

102.8 

3.19 

275/s 

10 

43 'A -19 

1.60 

8.6 

—26.1 

9.8 

7.9 

6.2 

6.6 

100.7 

106.8 

3.48 

34 

11 

40%-191A 

2.10 

0.8 

—10.2 

9.0 

8.5 

5.7 

6.4 

100.1 

104.2 

2.20 

113/s 

5 

16     -  7 

0.60 

5.8 

—32.6 

11. 7++ 

8.1 

5.9 

6.4 

96.2 

104.5 

1.84 

281A 

15 

46     -153/s 

0.72 

3.3 

—89.3 

9.3 

1.2 

5.7 

6.3 

97.7 

109.8 

0.40 

29% 

NM 

507/8-177/8 

1.40 

1.9 

21.1 

20.1 

24.0 

6.6 

7.7 

96.2 

97.3 

2.58 

531A 

19 

651/2-24 

0.24 

7.4 

P-D 

6.5 

def 

5.9 

6.2 

98.4 

102.9 

—2.99 

73/s 

— 

117/8-    4V4 

Nil 

8.8 

—60.4 

12.1 

4.2 

6.6 

6.9 

96.3 

108.3 

1.13 

283A 

24 

45     -18 

1.00 

7.3 

—20.7 

14.2 

10.4 

7.7t     • 

7.8 

91.9 

92.5 

1.30 

73/s 

7 

12     -  57/a 

0.50 

7.1 

P-D 

28.6 

def 

6.2 

6.7 

96.9 

116.4 

—1.62 

3V. 

— 

31V2-  2V2 

Nil 

9.0 

—23.6 

12.3 

10.0 

5.9 

6.1 

97.4 

106.5 

0.97 

6% 

7 

95/a-   37/8 

0.28 

2.2 

25.0 

37.4 

34.1 

6.1 

6.5 

91.5 

91.0 

2.30 

315/8 

13 

577/8-125/8 

0.40 

0.9 

—55.8 

NA 

2.3 

NA 

5.6 

111.2 

104.5 

0.38 

35/8 

12 

63A-  3Va 

0.20 

$3.45 

20% 

6 

29V2-12 

$1.52 

7.1% 

-31.5% 

11.8% 

7.5% 

5.6% 

6.3% 

101.8% 

107.4% 

3.18 

61% 

23 

90%-41'A 

1.85 

7.8 

—9.8 

14.7 

14.3 

6.3 

7.0 

98.0 

100.3 

0.61 

8% 

12 

1  )%-  5% 

0.59 

5.4 

—2.2  v 

10.9 

10.8 

5.7 

6.5 

101.1 

104.0 

2.04 

36% 

18 

48%-173A 

0.80 

7.5 

—17.7 

11.5 

11.9 

7.1 

7.4 

99.4 

103.8 

1.29 

7 

25 

14     -  4 

0.66 

5.5 

—38.1 

13.2 

9.2 

5.6 

6.4 

99.6 

106.3 

1.29 

19% 

8 

251A-  7% 

Stock 

8.4 

P-D 

11.8 

def 

NA 

NA 

105.9 

128.6 

• 

1.58 

11 'A 

7 

133A-  7% 

0.04 

7.9 

—0.4 

NA 

14.9 

NA 

7.6 

NA 

99.4 

—1.64 

5 

8%-  2 

Nil 

3.6 

12.7 

10.0 

12.6 

6.0 

6.8 

96.5 

92.4 

bined   ratio:    For  practical   purposes,   a  combined  ratio  under   100%  indicates  an  underwriting    profit,   over    100%  a    loss.    Companies  also   earn    investment   profits.    Combined   ratio   in- 
bs  ratio  of  losses  and  loss-adiustment  expense  plus  policyholder  dividends  to  premiums  earned  and  ratio  of  underwriting  expenses  to  premiums  written.  P/E  based  on  latest  12  mos.  EPS. 
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If  you're  planning  a  move,  let  us 
help.  We  have  the  largest  source 
of  plant  site  information  in  the  area. 
And  we'd  like  to  share  it  with  you. 

We  serve  250,000  square  miles 
of  Texas  and  Southern  Oklahoma. 
Our  people  live  and  work  in  574 
communities  in  the  area.  So  we 
know  the  territory.  Intimately. 

For  your  convenience,  we  main- 
tain a  Site  Information  Center.  It's 
crammed  with  useful  current  plant 
site  data. 

We  can  provide  objective  infor- 
mation on  communities,  labor, 
taxes,  energy,  transportation— or 
any  of  the  factors  that  make  this 
such  a  desirable  area. 

So  drop  us  a  line.  Tell  us  what 
you  need.  You'll  find  our  staff  of 
skilled  professionals  will  handle 
your  inquiry  promptly.  And  in  con- 
fidence. 

Contact  Robert  E.  Kimbrel,  Director, 
Area  Development,  301  S.  Harwood 
Street,  Dallas,  Texas  75201  Phone 
214/741-3711. 


6 


Lone  Star  Gas 

301  S   HARWOOD  STREET   DALLAS   TEXAS  75201 
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and  homeowner  lines  probably  won't 
get  big  enough  increases  to  get  into 
the  black  until  sometime  next  year, 
at  the  earliest.  Meanwhile,  what  hap- 
pens if  inflation  speeds  up  again?  It 
is  in  the  homeowner  and  auto  lines 
where  political  pressure  is  most  felt. 
Look  at  the  situation  in  New  Jersey 
on  auto  rates.  The  insurance  corri- 
missioner  has  had  requests  for  auto 
rate  increases  before  him  since  the 
year's  end  totaling  close  to  $90  mil- 
lion. So  far  there  have  been  few  ap- 
provals. Many  companies  are  getting 
ready  to  ask  for  badly  needed  addi- 
tional rate  increases.  It  will  probably 
take  a  threatened  pullout  by  insur- 
ance writers  to  break  the  bottleneck, 
as  was  the  case  in  1970. 

It's  well  to  remember  that  auto 
premiums  account  for  over  40%  of  all 
premiums.  As  auto  lines  go,  so  go 
much  of  the  industry's  underwriting 
results. 

Unfortunately,  there  is  no  assur- 
ance that  the  underwriting  cycle  will 
soon  turn  decisively  upward.  Listen 
to  Robert  J.  Schraeder,  a  top  execu- 
tive at  A.M.  Best  Co.,  the  industry's 
rating  service:  "It  would  be  wishful 
thinking  to  look  at  current  underwrit- 
ing losses  as  a  short-term  phenome- 
non." He  tends  to  regard  the  current 
problems  as  secular  rather  than  mere- 
ly cyclical.  The  long-term  seriousness 
of  the  situation  was  masked  for  a 
long  time,  he  says,  by  rising  invest- 
ment income,  a  product  of  a  strong 
stock  market,  and  higher  rates  of  re- 
turn on  fixed-income  investments.  But 
with  the  stock  market  crash  and  losses 
brought  on  by  disastrous  diversifica- 
tion for  many  companies,  capital  has 
been  severely  eroded.  They  no  long- 
er have  a  strong  shield  against  con- 
tinuing underwriting  losses.  The  A.M. 
Best  organization  has  significantly  cut 
its  ratings  of  almost  half  of  the  65 
fire  &  casualty  companies  which  ac- 
count for  85%  of  all  of  the  premiums 
written. 

An  added  problem  is  consumerism. 
At  its  extreme,  consumerism  regards 
large  corporations  as  fair  game.  "Don't 
raise  insurance  rates,"  goes  the  slo- 
gan, "take  it  out  of  the  big  compa- 
nies' hides." 

The  trouble  is  that  the  hides  aren't 
all  that  thick  anymore. 

Related  to  consumerism  is  the  un- 
certainty surrounding  federal  no- 
fault  legislation.  It's  quite  conceivable 
that  next  year  the  Congress  will  en- 
act a  federal  auto  no-fault  bill,  ac- 
cording to  several  observers.  The  in- 
dustry is  split  over  its  desirability. 
Those  who  favor  it  say  that  it  will 
standa:dize  coverage  and  result  in  re- 


duced  claim    costs   for   the   industry. 

Others  fear  that  a  sharp  inflation 
would  keep  costs  growing  but  that 
the  Government  will  be  under  great 
pressure  to  keep  rates  frozen.  And 
they  worry  that  federal  regulation  will 
mean  more  and  more  control  over  the 
insurance  business,  possibly  impairing 
its  long-term  profitability. 

We  will  end,  however,  on  an  en- 
cpuraging    note.    Ralph    Saul,    INA's 


Swinging  with  underwriting  cycles 
as  well  as  with  the  stock  market 
as  a  whole,  fire  and  casualty  stocks 
are  extremely  volatile. 

1941-1943  =  10 

i  ^n 

—140 
—130 

—  120 

S  no 

o 

_i 
o 

|  100 
u 

IT 

■8    90 

—  80- 

—  70- 

—  60 

—  50 

i 
c 

S&P  PROPERTY/ LIABILITY 
1  INDEX 

M 
fl 

^A 

0 

tmu3NCOO)OH(\j(o^in 

•AUGUST  6,  1975 

new  CEO,  sees  the  problems  as  man- 
ageable. "I  came,"  he  says,  "from  the 
securities  business,  which  isn't  all  that 
dissimilar  to  the  fire  &  casualty  indus- 
try. [Saul  was  once  head  of  the  Ameri- 
can Stock  Exchange  and  later  a  top 
executive  at  New  York's  First  Boston 
Corp.] 

"Both  industries  are  heavily  depen- 
dent on  the  securities  market,  on  gov- 
ernmental regulation  and  both  are 
very  vulnerable  to  inflation."  In  the 
end,  he  says,  the  smart  and  well  li 
nanced  companies  will  work  their 
way  out  of  the  mess.  The  survivor! 
will  emerge  stronger,  the  weak  will 
not  survive.   Saul  has  a  point,   bul   he 

and  his  colleagues  have  their  work 
cut  out  for  them.  ■ 
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What  Cash  Flow  Insurance  gives  you 
that  regular  insurance  doesn't* 
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Loss  Control  Services  to 
help  prevent  accidents  in- 
stead of  just  paying  after 
they  happen. 


Engineering  assistance 
to  help  improve  your  pack- 
aging and  cargo  handling, 
so  your  product  gets  where 
it's  going  in  good  condition. 


Counseling  on  the  im- 
pact of  the  Consumer 
Product  Safety  Act. 


Professional  appraisal  to 
make  sure  your  property  is 
insured  for  its  full  current 
value. 


Specialized  financial 
services  to  help  you  raise 
capital  by  certifying  your 
inventory  and  accounts 
receivable. 


Professional  help  in  find- 
ing markets  for  distressed 
or  damaged  merchandise. 


Rehabilitation  teams 
who  can  help  you  get  acci- 
dent victims  back  to  a  pro- 
ductive life  again. 


i  Ins.  Co.  of  North  America 


Cash  Flow  Insurance  is  a  new  Insurance 
concept  developed  by  INA.  It  protects  your  physi- 
cal assets,  just  like  regular  insurance. 

It  can  also  help  protect  your  cash  flow  posi- 
tion, with  a  unique  array  of  optional  insurance- 
related  services  and  products. 

The  illustration  above  shows  a  few  of  them. 
For  more  information  contact  your  local  INA 
agent.  He's  listed  in  the  Yellow  Pages. 
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I  But  The  Other  Side 
Wasn't  Greener 
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Life  insurance  is  a  nice,  quiet,  lucrative  business 
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Stock  Life  Insurance  Com 

panies 

1974  PFQI  II  TS 

PROFITAR 

f~~ 

($ 

millions) 

"N 

Life 

Life 

Return  on 

Equity 

Yield  on  Investments 

Total 

insurance 

Total       Ins 

urance 

Net 

5-Year 

5-Year 

1 

Rank 

Assets 

In  Force 

Revenues  Pre 

miums 

Income 

Company 

Average 

1974 

Average 

1974 

1 

$2,643 

$13,688 

$470 

&321 

$79.7 

NLT  Corp 

9.9% 

10.5% 

5.3% 

6.1% 

2 

1,954 

12,987 

438 

307 

58.1 

Jefferson-Pilot  Corp 

11.9 

13.3 

6.7 

7.3 

3 

1,856 

12,957 

364 

257 

35.3 

American  National  Financial  Corp 

7.8 

10.3 

5.9 

6.5 

4 

1,837 

17,013 

450 

285 

46.3 

USLIFE 

16.6 

17.2 

6.3 

7.1 

5 

1,712 

10,326 

308 

197 

37.7 

Franklin  Life  Insurance 

NA 

14.6 

5.7 

6.3 

6 

1,634 

12,702 

352 

255 

48.8 

Capital  Holding  Corp 

11.5 

12.3 

5.8 

6.5 

7 

1,411 

7,444 

276 

189 

25.4 

Southwestern  Life  Corp 

11.1 

12.8 

5.8 

6.3 

I 

8 

1,360 

7,699 

267 

199 

40.6 

Liberty  National  Life  Insurance 

i 

12.6 

12.6 

6.0 

6.4 

i 

9 

1,302 

8,287 

328 

143 

26.7 

Richmond  Corp 

11.0 

9.5 

6.1 

6.8 

! 

10 

1,233 

12,974 

346 

268 

19.5 

Nationwide  Corp 

8.6 

9.1 

5.9 

6.6 

11 

1,147 

17,251 

700 

646 

34.8 

Provident  Life  &  Accident 

14.6 

17.7 

5.7 

6.2 

12 

1,114 

3,433 

151 

79 

10.1 

Equitable  Life  Insurance  of  Iowa 

9.2 

8.8 

5.8 

6.3 

13 

1,015 

11,379 

223 

167 

15.9 

United  Benefit  Life 

NA 

10.4 

5.5 

6.2 

14 

1,004 

4,922 

181 

84 

20.0 

Monumental  Corp 

12.7 

13.2 

5.9 

6.6 

15 

855 

8,758 

350 

296 

18.2 

Washington  National  Corp 

9.5 

8.5 

6.1 

7.0 

16 

802 

3,632 

424 

391 

13.2 

Bankers  Life  and  Casualtytt 

NA 

NA 

3.9 

4.2 

17 

774 

7,321 

185 

126 

-6.9 

BMA  Corp 

7.3 

def 

5.7 

6.3 

18 

768 

4,714 

156 

104 

15.4 

Southland  Financial 

NA 

13.0 

5.7 

6.1 

' 

19 

721 

3,755 

110 

71 

13.4 

Kansas  City  Life  Insurance 

10.1t 

11.6 

5.8 

6.3 

20 

689 

4,832 

176 

140 

17.4 

Life  Insurance  Co  of  Georgia 

13. 2t 

13.8 

5.6 

6.2 

21 

646 

2,715 

90 

46 

11.9 

Great  Southern  Corp 

11.5 

13.7 

6.0 

6.5 

22 

619 

4,434 

140 

80 

14.9 

Liberty  Corp 

10.7 

11.0 

5.9 

6.6 

23 

542 

3,214 

359 

338 

48.6 

Combined  Insurance  Co  of  America 

21.3 

21.9 

4.3 

5.4 

24 

522 

6,726 

105 

81 

16.7 

Farmers  New  World  Life 

14.5 

15.1 

6.0 

6.6 

25 

512 

1,999 

115 

90 

11.5 

Monarch  Capital 

NA 

6.8 

5.5 

6.1 

26 

502 

11,162 

288 

270 

9.2 

Republic  National  Life  Insurance 

NA 

12.4 

4.4** 

4.5 

27 

499 

3,589 

194 

160 

18.6 

Independent  Life  &  Accident 

NA 

16.9 

5.4 

5.6 

28 

487 

6,474 

153 

123 

14.1 

Philadelphia  Life 

16.1 

15.9 

5.9 

<>5    . 

29 

481 

2,319 

181 

141 

8.5 

Pennsylvania  Life 

10.3 

5.3 

NA 

6.1 

30 

473 

3,224 

99 

73 

13.3 

Home  Beneficial  Corp 

12.0 

11.7 

5.8 

6.6 

31 

435 

4,326 

87 

69 

14.3 

Fidelity  Union  Life  Insurance 

NA 

16.0 

6.1 

6.7 

32 

416 

3,440 

84 

65 

1.4 

Manhattan  life 

5.8 

5.0 

5.1 

5.4 

33 

329 

2,701 

58 

40 

10.9 

Northwestern  National  Life** 

11.0 

12.7 

(,o 

6.8 

34 

318 

2,680 

82 

57 

8.1 

Durham  Life  Insurance 

NA 

9.0 

5.6 

6.0 

35 

291 

1,277 

141 

132 

2.5 

National  Liberty  Corp 

20.9 

2.2 

(.  I 

7.6 

36 

287 

2,939 

72 

58 

8.0 

Kentucky  Central  Life 

13.3 

IK) 

6.2 

7.0 

37 

265 

1,295 

39 

25 

7.2 

Equitable  General  Corp 

11.2 

11.7 

5.8 

(.  ( 

38 

244 

2,453 

45 

32 

4.4 

United  Services  Life  Insurance 

18.3** 

17.5 

5.7 

6.0 

39 

220 

3,871 

77 

66 

5.2 

Protective  Life 

10.2t 

14.2 

5.6 

40 

217 

1,479 

43 

31 

1.3 

Continental  American  Life  Insurance 

15.8 

16.7 

5.1 

5.4 

41 

204 

2,897 

45 

3.6 

National  Old  Line 

NA 

10.0 

5.2 

Averages 

12.2 

12.0 

5.7 

(,.  1 

Note:   AM    1974  results 

ore   based  on 

generally  accepted  accounnrg   p                       Where  regulators  have  granted  exemptions  Irnm  GAAP,  results 

show  only  p« 
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matics  well  beyond  normal  human 
capacity. 

Then,  of  course,  the  "risk"  being 
underwritten— i.e.,  the  chances  of  pol- 
icyholders dying  young— is  tediously 
predictable  and  growing  more  toler- 
able by  the  year,  thanks  to  significant 
advances  in  health  care. 

During  a  period  of  rising  interest 
rates,  the  longer  policyholders'  mon- 
ey stays  on  the  books,  the  fatter  be- 
come the  margins  of  the  insurance 
companies,  as  3.5%  corporate  bonds 
bought  back  in  the  Fifties  are  rolled 
over  into  9.5%  or  10%  bonds  today. 
For  stock  life  companies,  the  differ- 
ence flows  right  into  earnings. 


Indeed,  last  year  that  pretax  invest- 
ment margin  rose  more  sharply  (from 
5.88%  in  1973  to  6.25%)  than  in  any 
prior  year  in  the  history  of  the  life 
insurance  industry.  The  improvement 
will  certainly  continue  over  the  next 
few  years  as  more  of  the  old  low-in- 
terest loans  drop  off  the  books  and 
are  replaced  by  newer  loans  at  higher 
rates  of  interest. 

Now  you  might  think  that  the 
12.2%  inflation  the  U.S.  experienced 
last  year  would  have  caused  a  signif- 
icant decline  in  the  sale  of  new  life 
insurance  policies.  Looking  ahead, 
who  knows  how  drastically  inflation 
will   erode   the  purchasing  power  of 
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that  coverage  in  the  years  to  come? 

But  your  life  insurance  agent  is 
ready  for  that  one.  If  you  think  infla- 
tion will  continue,  he  argues,  then  you 
should  buy  a  larger  amount  of  cover- 
age. After  all,  it  won't  cost  you  any 
more  in  the  long  run.  You'll  be  pay- 
ing your  fixed  premiums  with  ever 
cheaper  dollars. 

That  approach  has  worked  like  a 
charm.  The  size  of  the  average  or- 
dinary life  insurance  policy  has  about 
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GROWT 
tr  Compour 
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ST<"><~K  DATA 

ded  Rate) 

-                                     -NC 

(Chan 

ge  1974  vs  1973) 

Life 

Life 

New 

1974 

Price/ 

al 

nsurance 

Total 

Insurance 

Earnings     Life  Insurance 

Total 

Earnings 

Earnings 

Recent 

Earnings 

1974-75 

Indicated 

;ts 

In  Force 

Revenues 

Premiums 

Per  Share 

Written 

Revenues 

Per  Share 

Per  Share 

Price 

Ratio 

Price  Range 

Dividend 

0% 

6.4% 

7.7% 

5.7% 

12.4% 

-1.0% 

10.4% 

12.0% 

$2.33 

14% 

6 

21%- 

83A 

$0.60 

7 

9.1 

9.4 

10.5 

16.4 

9.0 

10.6 

13.1 

2.41 

30% 

13 

383A- 

20% 

0.72 

1 

4.6 

4.7 

3.6 
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Woe  to  the  life  insurance  companies 

with  property  and  casualty  or  health 

and  accident  lines.  Caught  short 

by  auto-repair  costs  that  have  been 

rising  twice  as  fast  as  inflation 

and  health  care  costs  that  haven't 

been  lagging  far  behind,  insurers 

got  hit  with  heavy  underwriting 

losses.  Despite  recent  rate  hikes, 

many  analysts  predict  even  worse 

underwriting  losses  this  year. 


doubled,  to  $26,500  over  the  past  ten 
years  (keeping  pace  with  disposable 
income).  And  last  year  Americans 
bought  27%  more  life  insurance  than 
in  1973-almost  $300  billion  of  it.  To 
be  sure,  nearly  half  of  last  year's  in- 
crease resulted  from  broadened  mili- 
tary group  coverage,  but  even  with- 
out that  surprised  bonus,  the  industry 
would  have  survived  inflation  com- 
fortably with  a  14%  sales  gain. 

But  what  happens  when  sales 
growth  slows?  Surely,  then,  life  in- 
surance earnings  slow  with  it.  Not 
necessarily.  Even  in  this  respect,  life 
insurance  is  a  very  good  business. 
From  February  through  May  of  this 
year,  life  insurance  sales  showed  a 
decline,  the  worst  one  for  decades. 
What  happened,  of  course,  was  that 
with  many  prospects  out  of  work  and 
others  squeezed  by  inflation,  the  sales- 
men had  a  tough  row  to  hoe.  Even 
that  was  cushioned  for  this  extraordi- 
nary industry. 


Here's  why:  Too  much  growth  is 
not  good  for  life  insurance  earnings. 
A  slowdown  can  actually  help,  be- 
cause the  acquisition  cost  of  new  in- 
surance—the salesmen's  commissions, 
the  bookkeeping  costs,  the  risks  of 
early  lapse— fall  heavily  in  the  first 
year.  (The  agent  alone  rakes  in  any- 
where from  55%  to  90%  of  the  first 
year's  premium,  but  only  about  10%  of 
subsequent  years.)  Every  new  policy 
booked,  therefore,  tends  to  penalize 
earnings  at  first.  Gradual  growth, 
where  the  acquisition  costs  get  di- 
luted by  the  profits  from  insurance  al- 
ready in  force— by  an  "old  book"— is 
the  best  kind  of  growth.  Even  no 
growth  at  all  can  help  for  a  while. 

Several  years  ago,  for  example, 
Provident  Life  &  Accident  of  Chat- 
tanooga, Tenn.  fired  an  independent 
agency  by  the  name  of  Financial  Ser- 
vice Corp.  of  Atlanta,  Ga.  because  it 
was  writing  too  many  new  policies 
and  *oo  many  of  them  were  lapsing 


before  they  became  profitable. 

Chairman  Henry  C.  Unruh  ex- 
plains it  this  way:  "They  were  writing 
so  much  business,  we  just  couldn't  di- 
gest it.  It  was  taking  our  statutory  sur- 
plus down  too  fast,  and  the  propor- 
tion of  our  overall  business  written  by 
a  group  over  whom  we  had  absolute- 
ly no  control  was  more  than  we  could 
take.  In  ordinary  life  policies,  if  you 
write  a  lot  of  business  you  lose  money! 

"When  they  started  out  for  us  they 
were  writing  $35  million  of  ordinary 
a  year.  And  we  thought,  'Well,  may- 
be they'll  build  it  up  to  $75  million.' 
In  the  first  eight  months  with  as 
they  wrote  $80  million,  and  the  next 
year  $160  million  and  they  wanted 
to  go  to  half  a  billion,  you  know.  Thai 
was  just  too  much.  Besides,  they  were 
invading  our  own  general  agents'  tei 
ritories,  and  that  got  a  lot  d  peo 
pie  upset." 

Provident  parted  compan)  with  Fi 
nancial   Service   Corp.    in    1970,    and 
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The  best  selling  books  in  Americ. 
are  now  featured  monthly 
in  8  inflight  magazines. 
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I  publish  those  magazines. 


I*m  truly  proud  to  announce 
at  East/West  Network's  inflight 
agazines  are  now  going  to 
:lude  excerpts  of  books  right  off 
?  best  seller  list.  Yes,  we've  grown 
at  much. 

It's  something  I've  wanted  to  do 
•  a  long  time.  Like  other  people 
lose  business  requires  them  to 
tertain  and  travel  frequently. 


I  miss  the  chance  to  keep  up  with 
the  best  sellers. 

Mow,  our  inflights  offer  six 
best  selling  books  every  month.  I'm 
sure  that  this  will  be  a  nice  addition 
to  the  more  than  500  unduplicated 
editorial  pages  which  we  now  offer 
the  9.3  million  inflight  passengers 
who  board  our  airlines  every 
month.  We  are  constantly  making 


editorial  refinements  as  we  grow. 

I'm  Jeff  Butler.  You'll  be  hearing 
more  from  us  in  the  near  future. 

j^    East/ West  Network,  Inc. 


mininio 


&  Hotel  Inroom  Magazines 

for  Mlegheny.  Continental.  Delta.  Hughes  Airwest. 
Ozark.  Pan  Am.  PSA.  United  and  Holiday  Inn 

Headquarters:  5900  Wilshire  Blvd..  Suite  300.  Los 
Angeles.  California  90036  (213)  937-5810.  Offices 
in  New  York.  Chicago.  San  Francisco  and  Miami 


Good  roots  make  for 


dgrogth. 
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A.  Wood  Products  Manufacturing 

B.  Paper  Manufacturing 

C.  Building  Materials  &  Service 
Distribution 

D.  Office  Products  Distribution 

E.  Composite  Can  Manufacturing 
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F.  Corrugated  Container 
Manufacturing 

G.  Envelope  Manufacturing 
H.  Kitchen  Cabinet  Manufacturing 
I.   Manufactured  Housing 

J.  Door  Manufacturing 


7,000,000  acres  of  tirnberland 


Our  ten  component  businesses  share  an  important  characteristic. 
They're  all  rooted  in  the  forest.  Their  products  derive  from  a  renewable 
resource,  so  they  have  the  capacity  to  grow. 


They  also  have  another  thing 
going  for  them.  They  all  rank  among 
the  leaders  in  their  respective 
businesses,  yet  they  have  small 
market  shares.  So  they  have  the 
opportunity  to  grow. 

Combine  capacity  and 
opportunity,  and  you're  led  to 
conclude  that  our  potential  is 
virtually  unlimited— if  we  have  what 
it  takes  to  take  advantage  of  a  good 
business  situation.  Do  we? 

A  fair  question.  And  one  only 
performance  can  finally  answer. 
Meanwhile,  here  are  two  things 
we're  doing,  nationally  and 
internationally,  to  make  sure  our 
performance  measures  up  to  our 
potential. 

First,  we  plan  to  invest  $1.1  billion 
capital  in  our  component  businesses 
between  1974  and  1978. 

23%  of  these  funds  are  being 
used  to  make  sure  all  our  facilities 
are  well  maintained,  safe  and 
environmentally  sound. 

1 1%  are  going  toward  the 
purchase  of  additional  timberlands 
to  supplement  the  7  million  acres 
we  presently  own  or  control " 
(including  joint  ventures).  We  may 
also  buy  timberland  with  the 
company's  stock. 

15%  are  being  used  to  increase 
the  capacity  and  efficiency  of  our  44 
lumber  and  plywood  mills.  For 
example,  we're  now  modifying  some 
of  them  so  they'll  be  able  to  utilize 
trees  rYiore  fully  by  processing 
smaller  logs  and  wood  residues. 

Another  15%  are  going  toward 
expanding  our  businesses  which 
fabricate  and  distribute  building 
materials,  manufacture  kitchen 
cabinets  and  construct  factory-built 
houses. 

12%  are  being  invested  in  our 
Packaging  and  Office  Products 
Distribution  businesses.  We'll  bring 


at  least  two  new  packaging  plants 
on  stream  in  1975  to  meet  existing 
demand.  And  we  plan  to  expand  our 
office  products  distribution 
operations  into  at  least  one  new 
metropolitan  area  per  year  through 
1978. 

We're  investing  the  single  largest 
share  of  our  capital  program,  24%,  in 
our  paper  manufacturing  operations. 
Our  14  pulp  and  paper  mills  in  the 
U.S.,  Canada  and  Overseas  and  the 
wide  range  of  products  they  make 
give  us  an  excellent  opportunity  to 
capitalize  on  the  strong  world-wide 
demand  for  paper  products. 

Second,  we're  rewarding  our  managers 
according  to  the  return  on  invested 
capital  our  company  produces. 

They  have  a  special  incentive  to 
demonstrate  their  ability;  we  have 
an  objective  yardstick  to  measure  it. 

Underlying  these  activities  is 
the  point  we  made  at  the  outset  of 
this  ad.  Good  roots  do  make  for 
good  growth.  And  we  have  good 
roots.  We've  been  manufacturing, 
converting  and  distributing  forest- 
related  products  profitably  since 
Boise  Cascade  was  first  formed 
back  in  1957.  We  know  from 
experience,  money  does  grow 
on  trees. 

For  a  detailed  picture  of  Boise 
Cascade,  write  for  our  annual  report 
and  statistical  supplement, 
c/o  Boise  Cascade  Corporation, 
Communications  Dept., 
One  Jefferson  Square,  Boise,  Idano 
83728.  For  a  more  dispassionate 
view,  call  your  broker. 


Boise  Cascade 
Corporation 
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its    gain    in    individual    insurance    in 
force   dropped    from   $489   million   in 
i2  million  by  1972.  Inter- 
;]\.    however,    Provident's    earn- 
ed at  a  much  faster  pace 
aid  i  the  sales  slowdown. 

Allstate's  Archie  Boe  says,  life 
insurance  is  almost  a  can't-lose  busi- 
If  you  grow,  you  make  money; 
il  your  grow  (li  slows  down,  you  make 
money.  But  we  have  to  emphasize  the 
word  almost.  The  fact  is  that  a  good 
main  major  stockholder-owned  insur- 
ance companies  have  suffered  severe 
profit  setbacks  this  year.  In  the  first 
half,  Travelers  was  off  61%;  Aetna, 
Lincoln  National,  23%;  BMA, 
628    The  list  goes  on  and  on. 

\\  hat  happened?  It  wasn't  the  slow- 
down in  sales  that  was  to  blame.  It 
wasn't  that  life  insurance  had  become 
inherently  less  profitable.  It  was  their 
nonlife  ventures  that  caused  the  de- 
clines. Inside  the  insurance  Pandora's 
box  there  are  several  monsters.  The 
most  troublesome:  property  and  casu- 
alty insurance,  health  and  accident 
insurance  and  real  estate.  That,  of 
course,  explains  why  the  earnings  of 
the  big  multiple-line  companies  like 
CNA,  Travelers  and  Connecticut  Gen- 
eral were  among  the  hardest  hit.  Their 
life  insurance  profits  held  steady,  but 
they  were  clobbered  in  fire  &  casualty. 

Climbing  Claims 

In  dramatic  contrast  to  life  insur- 
ance, where  inflation  doesn't  increase 
death-benefit  obligations  one  iota,  in- 
flation greatly  increases  the  dollars  in- 
surance companies  are  called  upon  to 
pay  out  for  repairing  smashed  auto- 
mobiles and  ailing  human  bodies. 

The  gory  details  of  what  promises 
to  be  the  worst  in  a  lengthening  string 
of  bad  years  in  fire  &  casualty  insur- 
ance are  given  starting  on  page  68. 

As  for  health  and  accident  insur- 
ance, it  is  a  marginal  business  at  best 
for  most  companies.  Typical  is  the  at- 
titude of  BMA,  for  example.  Says  Ex- 
ecutive Vice  President  Oscar  R.  Klein: 
"We  have  the  objective  of  just  trying 
to  break  even  in  the  group-health 
area  so  that  we  can  create  markets  for 
individual  sales.  We  won't  sell  a 
group-health  policy  now  unless  there's 
a  group  life  combined  with  it." 

Not  surprisingly,  as  health-care 
costs  skyrocketed,  starting  last  year, 
most  of  the  field  sank  quickly  into 
the  red.  "Three  or  four  things  hap- 
pened," explains  Chairman  Henry  C. 
Unruh  of  Provident  Life  &  Accident, 
whose  main  business  is  health  and  ac- 
cident insurance.  "First,  the  [price] 
controls  were  taken  off  health-care 
costs  and  then  there  was  talk  of  re- 


When  should  you  buy  shares 
in  stock  life  companies? 
Two  favorable  indicators, 
say  analysts,  are  when  disposable 
income  is  rising  and  when  interest 
rates  are  stable  or  declining. 
450 

400 

350 


3  300 


250 


200 


150 


If  f 


BEST'S 

F./HEALTH 
OCK  INDEX 

I         I         I 


Since  Americans  tend  to  devote 
the  same  amount  of  disposable 
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And  since  rising  interest  rates 
mean  more  cash-draining 
policy  loans  and  fewer  mortgage 
prepayments,  thus  reducing 
insurance  company  cash  flow, 
stable  or  declining  interest  rates 
mean  more  money  to  invest. 
10 
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instating  controls,  so  everybody  jacked 
up  their  prices.  Secondly,  you  had  the 
malpractice  situation.  And  thirdly, 
people  who  thought  they  might  lose 
their  jobs  decided  to  get  their  opera- 
tions before  they  lost  their  insurance." 

Even  so,  Provident's  earnings  are 
only  off  8.8%  so  far  this  year,  far  less 
than  most,  and  the  company  has 
shown  consistently  superior  growth 
and  profitability  in  recent  years.  Re- 
markable, in  a  field  competitors  treat 
as   a  loss   leader.   What's   the   secret? 

"Our  average  group  is  500  lives," 
Unruh  replies,  "which  is  probably  two 
or  three  times  the  average  size  of  oth- 
er companies.  Our  biggest  problems 
are  in  the  smallest  accounts— less  than 
100  lives.  Secondly,  we're  a  little  bit 
blessed  by  geography.  We  just  don't 
have  as  many  accounts  in  the  big,  big 
cities  where  pressures  and  costs  are 
greater.  Finally,  we  know  the  state 
of  every  account  every  month  by  the 
sixth  working  day.  A  lot  of  other  com- 
panies don't  even  have  it  on  a  quar- 
terly basis." 

Believe  it  or  not,  Unruh  has  just 
decided  to  enter  the  property  and 
casualty  business.  Does  he  have  a 
death  wish  or  something? 

"Everybody  gets  all  uptight  about 
that,"  he  answers.  "Look,  I'm  not  en- 
amored of  it,  but,  after  all,  we've  been 
in  the  medical  business  for  years  and 
that  isn't  any  fun  either!" 

Then  why  take  the  plunge?  This 
year,  particularly? 

"I  think  we  have  to,"  he  says.  "If 
you're  a  group  company,  you  have  to 
get  into  it  because  a  few  years  down 
the  road  it's  going  to  be  a  negotiable 
item  between  labor  and  management, 
and  we're  looking  to  the  day  when 
management  treats  it  as  another  fringe 
benefit.  That's  our  only  reason  for  go- 
ing into  it.  We're  not  going  to  have 
an  individual  business  at  all.  It's  all 
got  to  be  a  payroll  deduction,  man- 
agement-sponsored thing. 

But  that  is  the  way  trouble  often 
begins  in  the  life  insurance  industry. 
It  was  just  that  kind  of  small,  seem- 
ingly prudent  step  that  led  mam  in- 
surance (inns  down  the  primrose  path 
into  real  estate  ventures,  mainly  in 
the  late  Sixties.  Even  today,  owned 
real  estate  constitutes  just  3.2V  ol  life 
insurance  company  assets,  lint,  oh 
what  a  3.2 

"It  started  out   with  mortgage  lend 

ing,  which  most  of  them  have  been 
doing  lor  years,"  says  analyst   Robert 

Brokaw  of  Mabon,  Nugent  "Unless 
you  take  only  the  best  risks,  \0111e 
going  to  get  some  real  estate  over 
time  through  foreclosures!  Bill  what 
really  got  them  into  the  field  was 
basically  a  response  to  what  the 
mortgage  market  would  hear.  If  von 
charge    15'.     s.i\  ,    you've   pietl\    much 
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guaranteed  that  the  developer  is  go- 
ing to  fail.  So  you  eharge  a  lower  rate 
and  take  an  equity  participation.  It 
was  really  an  investment  decision." 

Not  a  very  wise  investment  deci- 
sion, as  it  turned  out. 

It  was  real  estate,  of  course,  that 
played  a  major  role  in  CNA  Finan- 
cial's well-publicized  fall  from  grace. 
Says  Brokaw:  "The  mistake  was  in 
branching  out  beyond  mortgage  bank- 
ing. ...  I  mean,  someone  who's  an  ex- 
pert in  real  estate  just  isn't  going  to 
work  for  insurance  companies  at  the 
salaries  they  pay! 

"Along  with  nursing  homes,  CNA 
went  into  college  dormitories.  Their 
dormitories  started  losing  money  as 
early  as  1971.  They  didn't  anticipate 
the  change  in  lifestyles— that  in  many 
areas  students  didn't  want  to  live  in 
noncoed  dormitories.  Another  classic 
blunder  was  to  build  an  office  build- 
ing in  downtown  Los  Angeles.  .  .  . 
They  wound  up  with  a  big  building 
in  a  bad  location.  What  they  had 
their  sights  on  was  not  the  building 
itself  but  rather  the  tax  advantages. 
That's  the  kind  of  mistake  that's  prob- 
ably general  throughout  the  industry." 

CNA  has  had  plenty  of  company. 
Connecticut  General  last  year  took  a 
$21.4-million  writedown  on  its  losing 
joint  venture  in  Columbia,  Md.;  Trav- 
elers took  a  $16-million  writedown  on 
two  big  real  estate  ventures;  National 
Liberty  is  still  in  the  courts  trying  to 
settle  claims  arising  from  the  pur- 
chase of  condominiums  in  1973  from 
now-bankrupt  Kassuba  Development 
(Forbes,  Oct.  1,  1974)  and  Kansas 
City's  BMA  Corp.  has  wagered  $152 
million— roughly  one-fifth  of  its  assets 
—in  real  estate  ventures  like  hospi-  * 
tals,  shopping  centers  and  condomin- 
iums.  And  that's  after  a  $19-million 


If  only  the  rest  of  Allstate  Insurance 
was  as  easy  to  manage  as  are  its 
life  insurance  operations,  says 
Chairman  Archie  Boe,  who  is 
having  more  than  his  share  of 
headaches  in  automobile  lines. 

writeoff  in  the  fourth  quarter  of  last 
year,  which  drove  BMA  itself  $7.4 
million  into  the  red  for  the  entire  year. 

"Several  of  our  joint-venture  part- 
ners were  getting  into  financial  diffi- 
culty," says  BMA  Executive  Vice  Pres- 
ident Klein,  "so  we  had  to  step  in  and 
take  over  a  number  of  those  projects. 
In  hindsight,  I  think  we  should  have 
watched  some  of  our  partners  a  lit- 
tle closer  to  make  sure  they  were  cap- 
able of  weathering  adverse  economic 
situations." 

Sadly,  in  an  industry  already  shak- 
en by  the  Equity  Funding  scandal, 
another  major  stock  life  insurance 
company,  Republic  National  of  Dal- 
las, Tex.,  has  been  charged  with 
fraud— this  time  in  real  estate.  In 
March    1974    the    Securities    &    Ex- 


A  Salesman  Who  Was  Too  Successful 


High  lapse  rates  are  nothing  new 
in  the  life  insurance  industry.  Lapses 
have  been  rising  steadily  for  many 
years,  to  the  point  where  now  one  out 
of  every  five  new  policies  sold  doesn't 
even  stay  on  the  books  two  years.  The 
fault  lies*  mainly  with  insurance  sales- 
men, eager  for  large  first-year  com- 
missions, who  urge  people  to  buy 
more  insurance  than  they  can  afford. 

"Unless  perhaps  there  are  blood 
stains  all  over  the  premium  payments, 
insurance  companies  simply  don't  care 
how  the  policy  is  sold,"  says  Harold 
Somer,  an  "independent  Manhattan  in- 
surance agent. 

Such  indifference  does  occasionally 
backfire.  In  April  1974  Aetna  Life  & 
Casualty  fired  its  top  salesman,  Bert 
Kreisberg,  who  had  written  over  $100 
million  in  new  policies  in  1973  alone 


(roughly  5%  of  Aetna's  new  business 
that  year).  Kreisberg  was  selling  mul- 
timillion-dollar face-amount  policies 
with  high  first-year  cash  value  and 
then  offering  to  pay  the  premiums  on 
that  policy  himself  in  exchange  for 
the  cash-value  rights.  By  borrowing 
on  the  cash  value  and  then  adding  in 
his  commissions  and  expenses,  Kreis- 
berg wound  up  with  140%  of  the  first- 
year  premium.  To  be  sure,  he  would 
have  netted  more  than  40%  by  simply 
writing  those  policies  in  the  ordinary 
manner,  but  the  market  for  fife  insur- 
ance policies  of  such  size  is  exceed- 
ingly thin.  (Unless,  of  course,  they're 
"free"  like  Kreisberg's.)  The  catch, 
however,  is  that  to  make  it  worth  his 
while,  Kreisberg  would  have  had  to 
keep  increasing  his  policy  sales  geo- 
metrically. Although  cash  values  rise 


change  Commission  charged  that  Re- 
public was  attempting  to  avoid  a  mas- 
sive writedown  of  its  approximately 
$110-million  investment  in  troubled 
Realty  Equities.  What  Republic  did, 
the  SEC  says,  was  to  buy  real  estate 
from  Realty  Equities  at  enormous 
markups  and  not  properly  disclose 
such  transactions  to  shareholders. 
Shortly  thereafter  the  Texas  Insur- 
ance Commission  took  over  the  man- 
agement of  Republic's  investment  op- 
erations, demanding  changes  in  top 
management.  The  company  has  since 
consented  to  the  SEC  injunction,  and 
now  faces  lawsuits  and  possible  fur- 
ther real  estate  losses. 

In  sum,  there  is  little  doubt  that 
life  insurance  companies  have  fared 
poorly  on  balance  when  they  stepped 
outside  of  writing  life  insurance  and 
lending  money.  In  recent  years,  at 
least,  they  would  clearly  have  been 
better  off  sticking  to  their  traditional 
insurance  business  and  fixed-income 
investments.  To  be  fair,  some  compa- 
nies, like  Aetna,  Travelers  and  State 
Farm,  started  out  in  the  fire  &  casu- 
alty business  and  had  the  good  sense 
to  diversify  into  the  more  comfortable 
pastures  of  life  insurance.  Not  enough 
good  sense,  however,  to  phase  out  of 
their  original  lines  altogether.  But 
insurance  companies  are  as  enamored 
of  size  as  are  other  industries. 

Life  insurance  sales  are  picking  up 
again;  in  June  they  were  2.5%  over 
the  June  1974  performance.  But  that 
isn't  what  will  make  the  difference. 
Until  real  estate  straightens  out  and 
until  fire  &  casualty  and  health  insur- 
ance underwriting  losses  drop,  insur- 
ance company  earnings  will  be  penal- 
ized. Life  insurance,  after  all,  is  not 
like  shooting  fish  in  a  barrel.  Not  any- 
more it  isn't.   ■ 


in  the  second  year  of  a  policy,  com- 
missions fall  sharply  and  interest  pay- 
ments must  be  made. 

The  California  Insurance  Depart- 
ment suspended  Kreisberg's  license 
to  sell  insurance. 

Unlikely  as  it  may  seem,  a  spokes- 
man for  Aetna  says  that  losses  to 
date  on  Kreisberg's  business  have  been 
minimal. 

The  point  is  that,  even  in  such  com- 
paratively unusual  situations  (Con- 
necticut General  faced  a  similar  prob- 
lem several  years  ago,  but  it  doesn't 
happen  often),  lapses  are  treated  as 
a  sales  expense.  As  long  as  the  growth 
rate  in  the  sale  of  new  policies  far 
outweighs  the  increase  in  lapses,  there 
is  little  incentive  for  insurance  com- 
panies to  dampen  the  enthusiasm  of 
their  sales  force. 
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The  Mutuals 

liu  si  real  giants  of  the   in- 

surance business.  The  biggest,  Pru- 
dential,  with  nearly  $36  billion  in  as- 
outweighed  the  combined 
assets  ol  the  4!  stock  life  insurance 
companies  covered  in  this  survey. 

When  it  comes  to  earning  a  return 
on  these  investments,  the  mutuals  do 


about  as  well  as  the  stockholder- 
owned  companies.  The  average  re- 
turn on  investment  last  year  was  6.3% 
for  both.  Among  the  mutuals,  Bank- 
ers Life  does  an  exceptional  job:  7% 
on  investments  last  year.  Teachers  In- 
surance &  Annuity  did  even  better. 
Prudential,  in  spite  of  its  huge  size,  is 
no  slouch;  its  return  (6.4%)  was 
above  average  for  all  life  companies. 
Last  year  the  average  return  on  as- 


<£&% SPECIAL  g£*3 
INSURANCE  REPORT 


sets  went  up  a  full  three-tenths  of  a 
percentage  point,  as  newer,  high-in- 
terest loans  replaced  older,  low-inter- 
est loans  on  the  books.  This  year, 
even  with  interest  rates  down  a  bit, 
the  return  should  go  up  again  as  the 
industry  further  works  off  its  inven- 
tory of  old  4%  and  5%  loans.   ■ 


Mutual  Life  Insurance  Co 

mpanles 

,          GROWTH 

,-TREND-^ 

1974  RESULT! 

> 

(5-Year 

1974  vs 

r 

($  millions) 

,         PROFITABILITY 

-s.  Compour 

ded  Rate) 

1973 

Life 

Total 

Net 

Net  Gain 

Yield  on 

Investments 

Life 

New  Life 

Total 

Insurance 

Insurance 

Investment 

From 

5-Year 

Total 

Insurance 

Insurance 

Rank 

Assets 

In  Force 

Premiums 

Income 

Operations 

Company 

Average 

1974 

Assets 

in  Force 

Written 

1 

$35,819 

$218,270 

$5,446 

$1,962.4 

$91.1 

Prudential 

6.0% 

6.4% 

5.2% 

8.3% 

29.8% 

2 

32,728 

215,901 

4,673 

1,901.3 

-83.3 

Metropolitan 

5.8 

6.3 

4.1 

6.5 

39.5 

3 

17,558 

108,995 

3,018 

927.9 

—27.0    I 

Equitable  Life  Assurance 

5.7 

6.2 

4.6 

9.0 

23.2 

4 

13,002 

69,971 

1,690 

722.2 

30.5 

New  York  Life 

5.5 

6.0 

4.7 

8.7 

33.2 

5 

11,822 

81,350 

1,770 

627.0 

58.8 

John  Hancock  Mutual 

5.5 

6.0 

4.0 

7.5 

15.9 

7,344 

28,679 

763 

422.8 

44.4    ! 

Northwestern  Mutual 

5.8 

6.2 

4.4 

9.5 

18.2 

7 

5,397 

27,009 

759 

308.8 

19.8 

Massachusetts  Mutual 

6.0 

6.4 

5.8 

8.1 

14.6 

8 

4,397 

21,530 

584 

241.9 

3.8 

Mutual  Life  of  New  York 

5.6 

6.0 

3.8 

7.9 

12.8 

9 

4,261 

19,407 

550 

233.0 

13.2 

New  England  Mutual 

5.7 

6.1 

4.4 

6.6 

13.0 

10 

3,813 

3,325 

461 

261.8 

28.5    S 

Teachers  Insurance* 

6.7 

7.6 

13.5 

8.8 

-5.5 

11 

3,375 

14,418 

386 

185.7 

-1.0 

Connecticut  Mutual 

5.6 

5.9 

5.2" 

8.3 

2.6 

12 

3,105 

20,677 

496 

171.3 

i.o  ! 

Mutual  Benefit 

5.5 

6.0 

4.4 

11.2 

44.4 

13 

2,928 

16,727 

627 

175.7 

21.5    | 

Bankers  Life 

6.1 

7.0 

9.1 

12.2 

14.6 

14 

2,779 

11,741 

288 

161.5 

2.1 

Penn  Mutual 

5.7 

6.2 

3.2 

6.4 

24.2 

15 

2,212 

11,729 

272 

122.2 

13.3 

Western  &  Southern 

5.6 

6.0 

4.5 

5.3 

6.5 

16 

1,742 

7,571 

190 

90.8 

7.4    I 

National  Life 

5.2 

5.6 

4.9 

7.9 

20.2 

17 

1,682 

14,699 

302 

88.3 

6.6    I 

Phoenix  Mutual 

5.4 

5.9 

4.8 

19.6 

4.4 

18 

1,487 

10,150 

237 

82.3 

6.5 

State  Mutual  Life 

5.7 

6.1 

4.6 

8.5 

-1.2 

19 

1,370 

20,144 

275 

84.7 

23.6    j 

State  Farm  Lifet 

6.6 

7.2 

14.9 

19.9 

28.2 

20 

1,336 

7,315 

163 

73.7 

2.4 

Provident  Mutual 

5.4 

5.9 

3.6 

7.4 

33.2 

21 

1,199 

8,436 

350 

65.8 

8.0    ! 

Pacific  Mutual 

6.0 

6.5 

6.4 

9.8 

-29.1 

22 

1,184 

9,166 

236 

69.6 

16.5    | 

Guardian  Life 

6.0 

6.5 

6.0 

12.4 

34.4 

23 

1,126 

8,724 

191 

67.6 

9.3 

Home  Life 

6.2 

6.7 

8.1 

9.8 

20.1 

24 

971 

6,603 

141 

48.2 

6.3 

Union  Central 

4.9 

5.3 

1.8 

10.1 

21.9 

25 

840 

18,566 

202 

47.2 

3.0     . 

Minnesota  Mutual 

6.2 

6.9 

8.0 

14.3 

19.1 

Averages 

5.8 

6.3 

5.8 

9.8 

17.5 

Note:    Dato    is   based   on    "statutory"    accounting    required   by   state    insurance   regulators,    not   on   the    "generally   accepted    accounting    principles"    used    by   stock    con 
.    Assets    and    premiums    include     "separate    accounts"    of    pension    plans    segregated    from    the    main    insurance   operations,    but    investment    income   does    not. 
held   by    trustees   of   T.I. A. A.    -un    for   the   benefit   of   policyholders.  fA   stock    company    100%  owned  by  State  Farm  Mutual  Automobile  Insurance  Co. 


*  A    stock    company 


Mutual  Fire  &  Casualty  Companies 


f            — 

'$  millions) 
Net 

Realized 

Total 

Preni 

Investment 

Net 

Capital 

Rank 

Assets 

Written 

Income 

Income 

Gains 

1 

$3,959 

$2,893 

$190.7 

$197.4 

$2.2 

2 

2,271 

1,067 

105.6 

16.6 

-2.3 

3 

1,167 

686 

52.2 

48.9 

0.3 

4 

1,091 

569 

-19.9 

-0.3 

5 

794 

424 

35.6 

2.1 

-3.4 

6 

649 

170 

32.4 

40.4 

-3.9 

7 

538 

321 

23.9 

6.7 

-2.3 

8 

304 

212 

17.0 

1.8 

-7.4 

9 

276 

223 

12.6 

-15.3 

—1.6 

10 

271 

152 

11.6 

—1.2 

-1.6 

11 

221 

183 

10.8 

10.7 

-0.8 

Company 


ppnFlTARII  ITY 

GROWTH                TRFNH 

Combined  Loss 

(5-Year                  1974  vs 

&  Expense  Ratio  t 

Compounded  Rate)         1973     . 

5-Year 

Total       Premiums    Premiums 

Average             1974 

Assets       Written        Written 

State  Farm  Mutual  Auto 
Liberty  Mutual 
Nationwide  Mutual 
Employers  Ins  of  Wausau 
Lumbermens  Mutual 


94.6% 
104.6 

95.9 
107.8 
101.8 


99.0% 
108.4 

98.7 
114.0 
109.6 


14.8% 

9.0 
13.2 

9.8 

8.3 


11.3% 
3.7 
6.6 
7.6 
9.7 


7.9% 
6.0 
3.2 
7.1 
9  5 


Allendale  Mutual 
Sentry  Insurance  Group 
American  Mutual  Liability 
Unigard  Insurance  Group 
Atlantic  Companies 
American  Family  Group 


NA 

99.1 

107.2* 

104.2 

NA 

93.3 


147.7 
105.3 
107.6 
113.3 
I  I09 
98.8 


NA 
12.2 

0.7 
10.2 

NA 
1 5.0 


NA 
4.7 
0.6 

13.2 
NA 

17.6 


14.P 

I0.9 

-3.6 

9.0 
7.6 


Averages 


100.9 


110.3 


1C.4 


8.3 


6.3 


Note: 
68-73) 


Data    ,s    based   on      statutory      accounting    required    by   state    insurance    regulators,    not    the    "generally    accepted    accounting    principles"    used    by    stock    compan.es    (shown 
.        t   For    practical    purposes,    a    combined   ratio   under    100%   indicates   on    underwriting    profit,    oyer    100%  a    loss.    Companies   also   earn    Investment   profits.    Combined    ratio    Include, 
ratio   of    .osses   and    loss-adiustment   expense   plus   policyholder   dividends    to   premiums   earned    and   ratio  of   underwriting   expenses   to  premiums  written.   NA-Not  available. 
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0  ^  y4/7  essential  underlying 
strength  of  Marsh  &  McLennans  organization 
has  always  been  its  knowledge  of  and  working 
relationships  with  the  more  than  500  under- 
writing markets  with  which  it  deals.  The  insur- 
ance marketplace  is  not  a  wholesale  distribution 
point,  but  a  widespread  multiple  of  locations. 
Therefore,  the  ability  of  an  insurance  broker  to 
tap  underwriting  sources  for  a  particular  need 
is  critically  important  to  clicnts.%% 


From  the  1974  Annual  Report. 


When  it  comes 
to  insurance, 
come  to 
the  leader. 

Marsh  & 
Mciennan 


VICTOR1ANA 

TheRca,      from  FORBES 

Academy 
Revisited 

A  fully  illustrated 
catalogue  of  the 
collection  of  Vic- 
torian paintings 
described  by  Con- 
noisseur Magazine 
as  being  ".  .  .  the 
finest  outside  the 
British  Isles."  Its 
182  pages  include 
143  illustrations  of  which  24  are  in  full 
color.  Detailed  biographies  of  the 
artists  represented  make  this  catalogue 
a  valuable  addition  to  your  art  library. 
A  perfect  holiday  gift. 

Catalogue  by  Christopher  Forbes,  with 
introduction  by  Allen  Staley  .  .  $15.00 

Also  available  in  soft  cover  edition  at 

$  9.50 

Victorian  Holiday  Greeting  Cards 

Available  to  FORBES  readers  for  the 
first  time  are  four  beautiful  color 
reproduction  cards  of  very  distinctive 
paintings  from  the  FORBES  Magazine 
Collection.  Each  card  is  inscribed  "Best 
Wishes  for  a  Happy  Holiday  Season" 
with  appropriate  indication  of  artist 
and  collection  references.  These  unique 
cards  are  packaged  in  quantities  of  ten, 
including  envelopes. 


The  Village  Choir 

Thomas  Webster 


For  the  Squire 

Sir  John 
Everett  Millais 


T^ki 


The  Early  Career 

of  Murillo 

John  Phillip 


The  Peep  Show 
John  Burr 


The  Forbes  Magazine  Collection 

60  Fifth  Avenue,  New  York,  N.Y.  10011 

Please  ship  postpaid  the  following 
catalogue(s)  and/or  cards  for  which 
payment  in  full  (check  or  money 
order)    is  enclosed: 


Royal  Academy 
catalogue(s)  @  $15.00 

Soft  cover 
catalogue(s)  @  $9.50 


Holiday  Greeting  Cards  ®  $3.00/pack 

For  the  Squire Murillo 

Village  Choir     Peep  Show 


(N.Y.  residents  add  appropriate  tax) 

Total  amount  enclosed  

Name   


Address 

City   

State  


Zip 
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Long 
Distance 
Runner 

In  a  very  real  sense,  Shelby  Cul- 
lom  Davis,  now  66,  was  the  man  who 
discovered  insurance  stocks.  They 
made  him  very  rich.  A  Ph.D  in  po- 
litical science,  a  former  broadcast 
journalist  (CBS),  financial  analyst 
and  a  friend  and  cohort  of  the 
great  Ben  Graham,  Davis  worked 
for  Governor  Thomas  E.  Dewey's  un- 
successful Presidential  campaign  in 
1944.  Afterward,  Dewey  made  Davis 
First  Deputy  Superintendent  of  Insur- 
ance for  New  York  State.  A  scholarly 
man  but  a  practical  one,  Davis  set 
about  learning  the  ropes.  "I  also  got 
to  know  who  were  the  bluffers  and 
who  were  the  people  who  were  really 
professionals,"  he  recalls. 

That  experience  led  to  the  forma- 
tion of  the  investment  firm  of  Shelby 
Cullom  Davis  Co.,  whose  capital, 
most  of  it  belonging  to  Davis,  is  now 
over  $30  million.  A  few  years  back 
when  insurance  stocks  were  riding 
high,  it  was  closer  to  $60  million. 

Davis  started  the  firm  in  1947, 
when  he  was  38,  with  the  purchase 
of  a  small  insurance  investment  busi- 
ness and  $100,000,  part  of  it  bor- 
rowed. Insurance  stocks  were  very 
much  of  a  backwater  in  those  days. 
Nobody  wanted  them.  Insurance  was 
considered  an  unexciting  business. 
The  fire  &  casualty  companies  were 
suffering  huge  underwriting  losses  as 
a  consequence  of  claims  increased  by 
the  post- World  War  II  inflation. 

Public  Need 

"I  realized,"  Davis  says,  "that  rates 
would  have  to  be  raised  to  maintain 
the  solvency  of  the  industry."  He  was 
right.  Then  followed  what  was  one  of 
the  greatest  bull  markets  ever  in  fire 
&  casualty  stocks  during  the  years 
1948  through  1950. 

"I  mean  stock  like  Aetna,  Travelers, 
Hartford  and  Continental  went  up 
threefold,  and  others  ran  up  even 
more.  Those  stocks  had  been  selling 
at  around  two  times  earnings  and 
around  a  third  of  book  value  in 
many  cases." 

At  the  bottom  of  the  late  Forties 
cycle,  Davis  plunged  hard.  He  used 
his  $100,000  and  borrowed  from 
banks  to  buy  more  stocks.  By  the  time 
the  firm  was  four  years  old  it  had  $1 
million  in  capital. 

There  has  long  been  a  cycle  in  this 
part  of  the  insurance  industry,  a  cycle 
accelerated  by  inflation.  First,  claims 
rise,  putting  the  companies  into  the 
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Shelby  Cullom  Davis 

red  and  depressing  the  stocks.  Then, 
as  rate  increases  work  their  way 
through  the  sluggish  insurance  com- 
missions, the  companies  go  back  into 
the  black  and  the  stocks  go  up. 

Shortly  after  his  discovery  of  fire 
&  casualty  companies,  Davis  began 
getting  interested  in  life  insurance. 
There  was  a  bit  of  institutional  invest- 
ment in  the  biggest  companies,  Aetna, 
Travelers  and  the  like,  and  they  were 
selling  at  a  nice,  steady  ten  times  earn- 
ings. But  the  smaller  companies  at- 
tracted no  investment  interest  at  all. 

Davis  was  making  regular  month- 
ly trips  to  Peoria,  111.  to  visit  his  ailing 
father,  and  one  day  in  1951  he 
stopped  off  in  Fort  Wayne,  Ind.  to 
visit  the  annual  meeting  of  Lincoln 
National,  a  smallish,  obscure  life  com- 
pany. "They  were  so  startled  to  see  an 
outsider  at  the  annual  meeting  that 
the  directors  invited  me  to  lunch.  I 
spent  a  whole  day  with  them  and  I 
learned  a  lot.  They  were  growing  at  a 
fantastic  rate  of  about  20%  to  25%  a 
year  and  selling  at  three  times  earn- 
ings. It  was  ridiculous  when  other 
insurance  companies  growing  hall  as 
fast  sold  for  three  times  as  much." 

Davis  immediately  invested   a   lew 
hundred  thousand  dollars  in   Lincoln 
National  stock.  However,  he  did  more 
than  just  become  a  passive  invests 
As  an  analyst  he  realized  that  the  fast 
er  growing  life  companies  were  penal- 
ized by  the  fact  that  the  cost  oi  pul 
ting  new  insurance  on  the  books  was 
making  their  earnings  look  bad  even 
though  they  were  storing  up  earning! 
for  the  future.  The  way  it  works   is 
that    the    agent's    commission    mOStl) 
comes  out  of  the  first  year's  premium, 
which,  therefore,  produces  a  loss  l<>i 
the  company;   but    il    (hat    n<  w    polil  J 
stays  on  the  books,  it  would  be  pro 
ducing  earnings  for  as  long  as  a  quAl 
ter  of  a  century  or  more. 
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Keep  in  touch 
with  the 
whole  world 
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This  is  the  fourth  in  a  series  of  Bicentennial  messages 
presented  by  Richmond  Corporation. 

IF 

Ben  franklin 
Were  Alive 


f  Benjamin  Franklin 

were  alive  today  he 
.would  be  gratified  with 

the  direction  our  country 

has  taken  in  pursuit  of 
the  great  American  goals  of 
democracy  and  liberty.  But 
he  would  look  to  the  future 
with  the  same  blend  of 
cautious  optimism  and 
skepticism  that  character- 
ized his  thinking  in  the 
Revolutionary  years. 

Were  he  here  to  deliver  a 
message  for  all  Americans 
today,  it  might  go  like  this 

"I  am  pleased  to  note 
that  the  noolest  experi- 
ment in  the  history  of 
human  affairs— the  Ameri- 
can Democracy— is  alive 
and  well,  and  continually 
progressing. 

"The  evidence  of  its 
continuing  well-being  is 
all  around  us:  the  ferment 
of  ideas  and  the  reasoned  and 
steady  changes  in  our  institu- 
tions and  establishments. 

"For  this  is  indicative  of 
the  healthy  freedom  of  ideas 
and  expression  whose  sur- 
vival and  protection  were  a 
prime  goal  of  our  revolution. 

"Like  no  other  nation  in 
the  history  of  the  world,  we 
have  managed  to  walk  the  thin 
line  between  anarchy  and 
tyranny;  between  chaos  and 
regimentation. 

"All  this  is  good.  But  it 
is  also  dangerous.  Because 
with  a  two-hundred  year 
record  of  success,  progress, 


TODAY 


BY  DEAN  RUSK 


Bcttmann 
Arch  i  vi 


and  achievement,  it  is  too  easy 
to  be  lulled  into  complacency. 
And  complacency  is  the 
enemy  of  democracy. 

"It  is  easy  to  say  that  we 
must  be  eternally  vigilant. 
It  is  difficult  to  do.  For  while 
the  clash  of  ideas  is  always 
productive,  it  is  not  always 
ant.  We  must  be  mindful 


that  self-  criticism  is  the 
lifeblood  of  a  democracy  but 
mere  self-  flagellation  can 
destroy  it. 

"In  a  nation  as  large  and 
rich  as  ours  has  become,  it  is 
easy  and  human  to  wish  to 
suppress  controversy  and 
criticism.  But  for  the  future 
of  our  nation,  and,  indeed, 
of  the  world,  it  is  essential  that 
we  continue  to  tolerate  and 
even  to  encourage  it. 

"Today,  there  are 
more  than  two- hundred 
million  Americans.  All 
aspects  of  our  daily  lives 
are  intertwined  with  the 
condition  of  the  human 
race  as  a  single  family. 
"Harsn  necessity 
demands  that  we  try  to 
see  things  as  a  whole  and 
that  we  never  stop 
questioning  our  actions 
and  our  motives. 
"And  we  must  always 
protect  our  hard-won  freedom 
to  question  and  to  challenge. 

"In  view  of  this,  if  I 
were  to  have  a  single  message 
for  America  —  andlor  the 
world  today—  it  would  be 
one  I  first  delivered  more 
than  two  hundred  years  ago: 
'They  that  give  up  essential 
liberty  to  obtain  a  little 
temporary  safety  deserve 
neither  liberty  nor  safely 


Richrri'  ud  (  <  irp<  iration  affiliates:  The  Life  Insurance  ( 
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§he  kind  of  thinking 
that  made  America 
strong,  will  keep 
America  strong. 

This  is  one  in  a  series  of 
messages  designed  to  highlight 
the  qualities  that  give  strength 
to  our  country's  past,  present 
and  future,  through  contem- 
porary interpretations  of  the 
views  of  great  Americans. 

We  at  Richmond  Corpo- 
ration are  pleased  that  Dean 
Rusk  agreed  to  participate  in 
the  series.  As  Benjamin 
Franklin  was  America's  most 
respected  statesman  during 
the  Revolutionary  period, 
Dean  Rusk  has  been  a  lead- 
ing statesman  and  formulator 
of  policy  in  modern  times. 

Benjamin  Franklin 
represented  the  colonies  in 
England  until  war  threatened, 
then  returned  home  and  helped 
to  write  the  Declaration  of 
Independence.  He  spent  the  war 
in  France,  obtaining  support  for 
the  American  colonies,  then 
negotiated  the  peace  treaty 
with  the  British  in  1783. 

At  Richmond  Corporation 
we  are  confident  that  whenever 
America  and  Americans  face 
hardship  and  crisis,  this 
heritage  of  thought  and  action 
as  embodied  in  Benjamin 
Franklin  will  come  to  the  fore. 
The  adversity  and  our 
responsiveness  to  it  ultimately 
will  make  us  a  stronger  nation. 


Richmond  Corporation,  with 
consolidated  assets  of  more 
than  $1.3  billion,  is  a  finan- 
cial services  organization 
with  affiliates  in  life,  health, 
casualty  and  title  insurance; 
real  estate  development; 
sales  and  management; 
general  insurance  marketing; 
premium  financing;  mutual 
fund  sales  and  management; 
and  computer  software  and 
facilities  management.  Write 
for  our  annual  report. 

BIG  ON  AMERICA. BIG  IN  AMERICA 

RIOMOISD 

CORPORATION 


Foi  annual  report,  write  Dept.  FM9]  75 
914  Capitol  St.,  Richmond,  Virginia  23219 
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"To  me,"  Davis  says,  "it  was  all 
backwards.  It  took  me  a  while,  but  I 
finally  worked  out  a  better  formula. 
By  this  formula,  we  adjusted  statu- 
tory earnings  to  reflect  the  real  earn- 
ings growth  that  was  going  on.  I 
made  an  adjustment  for  the  increase 
in  insurance  in  force,  giving  so  much 
a  dollar  of  individual  life,  so  much 
for  a  dollar  of  term  and  so  much  for  a 
dollar  of  group  life.  This  enabled  an 
investor  to  see  what  was  really  hap- 
pening to  smaller  companies  like  Lin- 
coln National." 

Using  his  own  formula,  Davis 
picked  out  other  life  insurance  growth 
stocks  like  Illinois-based  Franklin 
Life.  Into  these  stocks  went  some 
more  of  Davis'  growing  pool  of  capi- 
tal, supplemented  with  borrowed  cash. 

Davis  didn't  sit  around  and  keep 
his  formula  to  himself.  He  traveled 
the  country,  educating  analysts  and 
institutions  on  his  formula  and  per- 
suading them  to  draw  the  logical  con- 
clusion: There  were  many  solid  buys 
among  smaller  life   insurance   stocks. 

As  the  new  gospel  spread,  stocks 
that  had  sold  for  three  times  adjusted 
earnings  soared  to  15  times  earnings. 
By  the  late  1950s,  the  Davis  firm's 
capital  was  over  $15  million. 

Foreign  Fields 

There  were  other  worlds  to  con- 
quer. In  the  late  Fifties,  Davis  visited 
Japan.  "Oh,  I  visited  the  temples,  of 
course,  but  my  main  object  was  to 
get  to  know  the  Japanese  fire  &  cas- 
ualty business.  Then,  in  late  1962, 
•the  Financial  Analysts  Federation  took 
a  large  group  of  analysts  for  a  2/2- 
week  tour  of  Japan.  This  time  I  really 
got  to  meet  with  the  fire  &  casualty 
companies  and  study  them.  In  those 
days  the  fire  &  casualty  stocks  sold 
on  the  basis  of  yield  and  had  nothing 
to  do  with  earnings.  Growth  hadn't 
been  heard  of.  Giant  companies  like 
Tokio  Marine  &  Fire,  Sumitomo,  Ya- 
suda  and  Taisho  were  selling  for  two 
or  three  times  earnings,  and  the  Jap- 
anese economy  was  really  taking  off." 
The  Japanese  insurance  companies 
would  certainly  benefit.  Since  the 
country's  fife  companies  had  been  na- 
tionalized after  World  War  II,  this 
made  the  fire  &  casualty  companies 
the  logical  beneficiaries. 

By  1963  Davis  had  established  ma- 
jor positions  in  those  stocks.  He  then 
set  about  convincing  the  Japanese  in- 
stitutions that  these  companies  should 
be  bought  on  the  basis  of  growth,  not 
yield.  His  business  boomed  and  so  did 
his  Japanese  investments.  By  the  sec- 
ond half  of  the  Sixties,  U.S.  insti- 
tutions wanted  a  piece  of  the  growth 


in  Japan.  Davis  gave  it  to  them,  recom- 
mending Japanese  fire  &  casualty 
stocks.  For  the  third  time,  Davis  had 
succeeded  in  pushing  along  a  major 
insurance  stock  surge. 

In  1969,  Davis,  a  life-long  Repub- 
lican, got  appointed  U.S.  ambassador 
to  Switzerland.  There  he  stayed  for 
six  years,  leaving  his  firm  in  a  part- 
ner's charge.  During  his  ambassador- 
ship the  insurance  stock  market  col- 
lapsed. Davis,  who  stayed  with  most  of 
his  long-term  positions,  saw  his  capi- 
tal cut  approximately  in  half.  But  you 
don't  worry  too  much  about  that  when 
you  still  have  $30  million  worth  of 
stocks,  all  owned  outright.  "Yes,  I  got 
clobbered,"  he  says,  "but  you  don't 
make  money  trading  in  and  out  of 
stocks.  You  make  money  buying  good 
stocks  when  they  are  cheap  and  hold- 
ing them.  Remember,  I  won't  have  to 
worry   about   when   to    get   back   in." 

What  Davis  learned  in  his  New 
York  political  job  also  came  in  handy 
—such  as  how  to  tell  a  good  insurance 
man  from  what  he  calls  a  "bluffer." 
This  ability  to  discriminate  is  what 
got  him  out  of  Continental  Insurance 
in  1964  when  it  got  new  management 
and  changed  its  name  to  CNA.  The 
whole  thing  struck  him  as  a  bluff. 

Right  now  he's  getting  back  into 
CNA.  "The  man  the  Tischs  [Laurence 
and  Preston  Tisch  of  Loews  Corp.] 
brought  in  from  Allstate,  Edward 
Noha,  is  serious  and  knows  the  busi- 
ness. No  bluffer.  The  Tischs  aren't 
bluffers,  either.  They  take  chances, 
but  well-calculated  chances.  They 
can't  turn  CNA  around  in  one  year, 
but  thay  are  making  noticeable  prog- 
ress. It's  a  company  to  watch." 

As  a  pro  himself,  Davis  recognizes 
another  pro  when  he  sees  one. 

At  Shelby  Cullom  Davis  Co.,  Da- 
vis runs  a  tight  ship.  He  has  only  20 
employees  and  two  minority  partners 
to  run  the  country's  largest  insurance 
stock  specialist  firm.  He  has  only  one 
serious  competitor,  Hartford's  Conning 
&  Co.,  which  has  only  about  60%  as 
much  capital  as  Davis  has. 

Davis  declares  himself  bullish  on 
fire  &  casualty  stocks  today.  "Their 
situation,"  he  says,  "is  very  similar  to 
just  after  World  War  II.  They  have 
suffered  heavily  from  inflation  and  un- 
derwriting losses.  Now  they  are  start- 
ing to  get  sizable  rate  relief.  It  should 
start  showing  up  next  year.  The  lev- 
erage is  considerable  in  a  swing  from 
a  loss  ratio  of  10%  to  break  even." 

Of  course,  history  doesn't  always 
repeat.  In  fact,  financial  history  has 
been  rather  fickle  in  recent  years.  But 
if  logic  prevails,  Davis  will  probably 
turn  out  to  be  right.  Can  we,  logically, 
permit  the  industry  to  sink  into  chron- 
ic low  profitability  and  so  hamper  its 
ability  to  insure  a  growi-      economy?  ■ 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 


$80,000,000 

Philadelphia  Electric  Company 


First  and  Refunding  Mortgage  Bonds,  11%  Series  due  2000 


Price  100% 

plus  accrued  interest  from  August  1, 1975 


Copies  of  the  Prospectus  are  obtainable  in  any  State  from  only  such  of  the  under- 
signed and  such  other  dealers  as  may  lawfully  offer  these  securities  in  such  State. 


Drexel  Burnham  &  Co.  The  First  Boston  Corporation 

INCORPORATED 

Goldman,  Sachs  &  Co.  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Salomon  Brothers 

INCORPORATED 

Blyth  Eastman  Dillon  &  Co.  Dillon,  Read  &  Co.  Inc.  Halsey,  Stuart  &  Co.  Inc. 

INCORPORATED  AFFILIATE  OF  BACHE  &  CO.  INCORPORATED 

Hornblower  &  Weeks-Hemphill,  Noyes     E.  F.  Hutton  &  Company  Inc.     Kidder,  Peabody  &  Co. 

INCORPORATED  INCORPORATED 

Kuhn,  Loeb  &  Co.  Lazard  Freres  &  Co.  Lehman  Brothers  Loeb,  Rhoades  &  Co. 

INCORPORATED 

Paine,  Webber,  Jackson  &  Curtis  Reynolds  Securities  Inc.  Smith,  Barney  &  Co. 

INCORPORATED  INCORPORATED 

Wertheim  &  Co.,  Inc.  White,  Weld  &  Co.  Dean  Witter  &  Co.  Bear,  Stearns  &  Co. 

INCORPORATED  INCORPORATED 

Shearson  Hayden  Stone  Inc.  Shields  Model  Roland  Securities  Weeden  &  Co. 

INCORPORATED  INCORPORATED 

August  7,  1975 
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Composed  of  the  following: 

Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Bureau  of  Census  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 


Census  privately  owned  housing  starts) 

Consumption 

•  How  much  are  people  spending?  (Bureau  of 
The  Census  retail  store  sales) 

•  To  what  extent  are  consumers  going  into  debt? 
(Federal  Reserve  net  change  in  consumer  in- 
stallment debt) 


How  intensively  are  we  building?  (Bureau  of     •  How  costly  are  services?  (U.S.  Dept.  of  Labor 


service  price  index  related  to  the  consumer 
price  index ) 

Income 

•  How  much  are  wofkers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.S. 
Dept.  of  Labor  initial  unemployment  claims) 


Stock  Comments 


The  Bull  Has  Stumbled 


By  Heinz  H.  Biel 


Only  a  few  weeks  ago  the  sky  ap- 
peared to  be  cloudless,  or,  let's  say, 
almost  cloudless.  It  seemed  to  be  a 
perfect  time  to  take  a  long  vacation, 
to  relax  and  to  enjoy  the  bull  market. 
Only  we  worrywarts  stayed  at  home 
to  keep  an  eye  on  things. 

The  returning  vacationer  will  find 
a  situation  that  is  quite  different  from 
the  one  he  left.  The  bull  has  stum- 
bled. A  growing  number  of  stock  mar- 
ket analysts  begin  to  doubt  that  he 
will  recover  soon.  Most  technical  ana- 
lysts say  that  all  their  charts  and  other 
indicators  look  perfectly  awful,  and 
many  fundamentalists,  i.e.,  the  people 
who  look  at  facts  rather  than  charts, 
chime  in  and  claim  that  the  economy 
doesn't  look  nearly  as  good  as  it  did 
just  a  few  weeks  ago. 

What  has  happened  to  cause  this 
abrupt  change  in  sentiment?  Was  this 
bull  market  with  a  rise  of  over  50% 
in  the  DJI  merely  an  illusion,  like  that 
famous   rally  of  equal  size  in   1929- 

Mr  Biel  is  a  senior  vice  president  of  the  New  York 
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30?  Are  we  headed  for  another  slump 
a  la  1974?  Or  are  we  just  experiencing 
a  "normal"  bull  market  correction  that 
may  retrace  one-third  to  one-half  of 
the  preceding  advance,  which,  in 
terms  of  the  DJI,  would  mean  a  de- 
cline of  100  to  150  points  from  the 
July  high  of  882? 

My  own  inclination  tends  toward 
the  "correction"  theory.  I  do  not  think 
that  there  has  been  a  deterioration  in 
th?  outlook  for  the  economy  or  any- 
thing else.  What  is  now  worrying 
Wall  Street— namely,  the  possible  re- 
surgence of  inflation  and  rising  mon- 
ey and  long-term  interest  rates— was 
not  only  predictable  but  actually  was 
predicted  as  long  as  six  months  ago. 
This  was  when  the  Ford  Administra- 
tion reversed  its  economic  policy  from 
WIN  (Whip  Inflation  Now,  in  case 
you  have  forgotten  last  September's 
buttons)  to  a  massive  distribution  of 
spending  power  in  the  form  of  tax  re- 
bates, social  security  bonuses,  etc.,  re- 
gardless of  what  this  would  do  to  the 
federal  budget. 


What  we  could  not  know,  of  course, 
were  the  acts  of  nature:  The  Russian 
grain  harvest  is  poor;  it  didn't  rain  in 
parts  of  the  U.S.  corn  belt  in  July; 
a  severe  freeze  in  Brazil  ruined  next 
year's  coffee  crop;  and  so  forth.  The 
steep  rise  in  the  price  of  food  com- 
modities, from  pork  to  spuds,  is  in- 
deed an  unexpected  and  undesirable 
development,  and  it  will  of  course 
be  promptly  reflected  in  the  widely 
watched  consumers  price  index. 

Yet,  I  doubt  that  this  rise  in  food 
prices  in  itself  is  as  inflationary  as 
many  people  think.  Monetary  factors 
are  at  least  as,  if  not  more,  important. 
Arthur  Burns,  the  head  of  the  Fed- 
eral Reserve,  is  disliked  as  much  in 
Congress  as  in  The  Street.  That  is 
the  way  it  should  be.  He  is  our  finan- 
cial conscience.  He  must  resist,  as 
much  as  it  is  politically  possible,  the 
pressures  to  speed  up  the  money  print- 
ing press.  For  those  of  us  who  be- 
lieve that  inflation  is  a  far  more  se- 
rious threat  to  the  future  welfare  of 
this  nation  than  temporary  high  un- 
employment, it  is  gratifying  to  see  that 
the  price  of  gold  is  down  to  almost 
$160  an  ounce  from  nearly  $200  at 
the  turn  of  the  year,  and  that  the 
dollar's  value  abroad  has  recovered 
to  the  best  level  since  1974. 

For  many  months  everyone  has 
been  concerned  about  a  possible  de- 
fault by  New  York  City,  not  only  be- 
cause of  its  effect  on  municipal  credit 
in  general,  but  also  as  to  its  effect  on 
some   of   the   nation's   largest   banks. 
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Special  Introductory  Trial  Offer! 

Value  Line  for  the  next 
ten  weeks  for 

only  $25 

RESTRICTION: 

This  offer  is  limited  to  one  individual  in  a  household  that  has  not  already 
had  a  subscription  to  the  VALUE  LINE  INVESTMENT  SURVEY  during  the 
past  two  years.  See  for  yourself  how  Value  Line's  investment  advisory  ser- 
vice, though  not  "free  of  charge,"  might  help  you  to  maximize  your  invest- 
ment profit  possibilities  and  reduce  your  investment  risk. 

REASONS  FOR  THIS  OFFER: 

Value  Line  offers  its  service  on  a  ten-week  trial  basis  at  half  the  regular  rate 
to  new  trial  subscribers  only  because  we  have  found  that  a  high  percentage 
of  those  who  once  try  Value  Line  for  a  period  of  months  stay  with  it  on  a 
long-term  basis.  The  increase  in  circulation  thus  effected  enables  us  to 
provide  a  service  for  far  less  than  would  have  to  be  charged  to  a  smaller 
number  of  subscribers. 

BONUS: 

Under  this  special  trial  offer  you  will  receive  all  the  latest  full-page  reports 
on  each  of  the  more  than  1600  stocks  covered  by  Value  Line  the  year  round 
filed  and  indexed  in  two  strong  ring  binders.  This  Value  Line  Reference  Ser- 
vice, which  alone  sells  for  $35,  will  be  yours  at  no  extra  charge  under  this 
offer. 

SUBSCRIPTION: 

For  the  next  ten  weeks  you  will  receive  new  reports  at  the  rate  of  about  120 
a  week,  which  will  replace  and  update  those  already  in  your  binder.  (Filing 
takes  only  one  minute  a  week.)  You  will  also  receive  during  the  next  10 
weeks  the  weekly  "Selection  and  Opinion"  section  of  the  VALUE  LINE 
INVESTMENT  SURVEY,  bringing  you  Value  Line's  forecast  of  the  economy 
and  the  stock  market,  advice  on  investment  policy,  in-depth  analyses  of  es- 
pecially recommended  stocks,  the  Value  Line  market  averages,  and  other 
features. 

MONEY  BACK  GUARANTEE: 

If  you  find  that  the  Value  Line  Service  is  not  all  that  you  expected  it  to  be, 
you  may  return  the  material  we  send  you  within  30  days  for  a  full  and  un- 
questioned refund  of  your  $25. 
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THE  VALUE  LINE  INVESTMENT  SURVEY 

Arnold  Bernhard  &  Co.,  Inc.  •  5  East  44th  St., 
New  York,  N.Y.  10017 


□  Begin  my  10-week  trial  subscription  to  The  Value  Line  Investment  Survey  at  the 
special  money-saving  rate  of  just  $25.  As  a  bonus  at  no  extra  cost,  I  will  also  receive 
The  Investors  Reference  Service.  I  have  enclosed  my  $25  check  or  money  order. 

This  offer  is  limited  to  new  subscriptions  and  is  available  only  once  to  any  household 
every  two  years. 

□  I  would  prefer  one  year  (52  issues)  of  Value  Line  and  The  Investors  Reference  Service 
for  $248. 

If  dissatisfied  for  any  reason,  I  may  return  the  material  within  30  days  and  my  money 
will  be  refunded.  Foreign  rates  available  on  request. 

216K01 


D  Payment 
enclosed 
□  Bill  me  for  $248 

N.Y.  residents  please 
add  applicable  sales 
tax. 
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The  mere  thought  of  the  city  going 
bankrupt  can  give  you  nightmar- 
However,  this  condition  existed  in 
June,  when  the  stock  market  was  ris- 
ing, just  as  it  did  in  August,  when 
stock  prices  were  falling. 

There  is  considerable  disappoint- 
ment that  the  economic  recovery  is  so 
slow  and  so  spotty.  Yes,  it  would  be 
fine  to  see  things  humming  again  soon 
and  unemployment  reduced  to  a  more 
tolerable  level.  But  this  just  can't  be 
done  without  immediately  getting 
back  into  a  two-digit  inflation  rate. 
The  Treasury  Department,  saddled 
with  the  prospect  of  a  deficit  that 
may  exceed  $75  billion  this  year,  has 
to  borrow  huge  amounts  of  mone\ . 
month  after  month,  week  after  week. 
This  preempts  a  good  part  of  the  na- 
tion's capital  formation  that  would 
otherwise  be  available  for  investment 
in  the  private  sector  where  it  is  des- 
perately needed.  We  can't  have  the 
cake  and  eat  it  too,  unless  we  resort 
to  printing  even  more  money,  with 
predictable  consequences. 

However,  the  economy  is  improv- 
ing, slowly  but  surely.  The  timing 
may  be  just  right.  By  mid-1976  we 
should  be  in  pretty  good  shape,  and 
if  the  rate  of  inflation  can  be  kept 
well  below  10%,  the  Ford  Administra- 
tion should  have  a  fairly  easy  time 
on  Election  Day. 

Cash  Reserves 

Looking  at  the  overall  picture, 
this  is  not  a  scenario  for  another  bear 
market.  Not  to  be  overlooked  is  the 
fact  that  stock  prices  today,  and  even 
at  their  recent  recovery  highs,  are 
reasonable  by  any  standard  of  eval- 
uation. The  disenchantment  with 
many  of  the  favored  growth  stocks, 
which  was  discussed  in  my  previous 
column,  may  cause  further  liquidation 
in  this  group,  but  this  is  an  adjust- 
ment process  that  is  unlikely  to  teat- 
down  the  structure  of  the  market. 

It  has  been  my  experience  that  it 
can  be  costly  to  ignore  technical  warn- 
ing signals.  Those  who  carry  stock  on 
margin  should  be  especially  careful 
lest  they  be  forced  to  liquidate  seme 
of  their  holdings  at  the  worst  pos 
sible  time.  However,  I  cannot  visual- 
ize a  market  break  of  cataclysmic  size. 
The  DJI  may  go  below  the  800  lex 
el,  perhaps  by  as  much  as  30  or  50 
points,  but  a  return  to  anywhere  near 
last  year's  lows  is  most  unlikely.  I  see 
no  reason  for  investors  to  be  unduly 
alarmed.  If  they  find  themselves  too 
heavily  invested,  they  should  do  some 
selling,  particularly  il  we  net  a  rally 
that  lasts  longer  than  just  a  few  hours. 
A  fair  cash  reserve  would  seem  de- 
sirable,   not    so   much    for    protection, 

but  to  be  able  to  take  advani 
favorable  buying  opportunities.  ■ 
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The  Market  Outlook 

Opportunities  During 
An  Intermission 

By  Sidney  B.  Lurie 


While  it  will  take  time  before  spec- 
ulative confidence  is  restored,  I  re- 
gard this  intermission  as  an  interrup- 
tion in  a  basic  broad  uptrend.  Bull 
markets  traditionally  last  longer  than 
bear  markets,  and  it's  easy  to  lose 
sight  of  the  fact  that  the  second 
phase  of  every  major  upturn  is  more 
erratic  but  less  extensive  than  the  ini- 
tial recovery.  Not  only  is  part  of  the 
current  increase  in  consumer  food 
prices  the  result  of  last  summer's 
drought,  but  the  fact  that  a  combina- 
tion of  nonrecurring  factors  were  the 
prime  cause  of  last  year's  price  ex- 
plosion cannot  be  underestimated. 
This  suggests  that  the  case  for  lower 
interest  rates  and  a  more  livable  rate 
of  price  increases  still  is  valid. 

The  fear  that  we  will  witness  a  re- 
peat performance  of  last  year's  dou- 
ble-digit interest  rate  and  cost-of-liv- 
ing trends  leads  me  to  mention  two 
.  offsetting  considerations,  for  these  are 
the  only  factors  that  could  upset  the 
historical  evidence  that  a  major  stock 
price  upswing  will  continue  into 
1976.  1)  Historically,  interest  rates 
do  not  strengthen  until  the  business 
uptrend  is  four  to  five  months  old— 
which  just  isn't  the  case  today.  It  also 
makes  little  sense  for  short-term  rates 
to  rise  in  the  midst  of  the  heaviest 
inventory  liquidation  since  1957-58. 
Unless  Federal  Reserve  Board  policy 
dictates  otherwise— and  I  don't  think 
it  will— this  could  be  a  temporary 
aberration  in  short-term  rates. 

2)  Although  Russia  unquestion- 
ably will  be  a  heavy  consumer  of  the 
world's  grain  supply,  estimates  of  the 
U.S.  wheat  and  corn  carry-over  in 
the  1975-76  period  show  substantial- 
ly higher  reserves  than  in  any  of  the 
past  three  years. 

Why  single  out  areas  for  long-term 
investment  when  the  July-August  in- 
termission to  the  long-term  stock  price 
trend  could  last  longer?  For  one 
thing,  periodic  fears  of  a  reversal  have 
led  to  innumerable  lost  individual-is- 
sue opportunities  in  the  past  six 
months.  And  the  historical  pattern  of 
important  lows,  which  takes  place  ev- 
ery 4M  years  or  so,  argues  strongly 
against  a  major  reversal  at  this  time. 
My  reassurance  regarding  interest- 
Mr.  Lurie  is  a  partner  in  the  New  York  Stock 
Exchange  firm  of  Josephthal  &  Co. 


rate  and  commodity-price  trends  rep- 
resents a  constructive  background  for 
the  utilities,  a  group  whose  stock  price 
changes  inversely  relative  to  interest- 
rate  trends.  The  situation  is  in  sharp 
contrast  to  that  of  last  year,  when  the 
industry  was  hurt  by  the  oil  crisis, 
tight  money  and  an  upcoming  reces- 
sion. State  regulatory  authorities  are 
far  more  receptive  to  rate  increases: 
The  increases  granted  in  only  the  first 
quarter  of  this  year  were  as  large  as 
those  approved  in  all  of  1973.  Despite 
the  recession,  electric  power  sales  so 
far  this  year  are  slightly  ahead  of 
1974's.  As  is  indicated  by  dividend 
increases,  the  industry's  financial 
health  has  considerably  changed  for 
the  better  during  the  past  year.  With 
utility  stocks  offering  competitive 
yields  compared  with  the  bond 
market,  this  group  has  new  attraction. 

Top  Performer 

I  continue  to  be  enthusiastic  about 
General  Motors  (under  50,  paying 
$2.40,  1974-75  price  range  of  55-29). 
The  company  is  continuing  to  out- 
perform the  automobile  industry  as 
a  whole.  Full-year  earnings  should 
at  least  equal,  and  could  exceed,  the 
$3.27-per-share  reported  in  1974  in 
the  face  of  an  industrywide  depres- 
sion. If  the  constructive  factors  hold 
up,  1976  profits  may  be  in  the  more 
normal  $5  to  $7  range  of  past  years. 
GM  is  superbly  managed,  the  divi- 
dend payout  traditionally  generous. 

I  also  believe  the  overall  back- 
ground has  basically  constructive  im- 
plications for  companies  that  can  cap- 
italize on  consumer  spending  patterns. 
This  brings  to  mind  the  little-known, 
but  huge,  away-from-home  food  ser- 
vice industry— where  CFS  Continen- 
tal, around  15,  is  the  largest  fac- 
tor. This  $440-million  (sales)  com- 
pany is  financially  strong.  Its  earn- 
ings doubled  in  the  past  five  years, 
and  it  has  the  potential  for  doubling 
profits  again  in  the  next  five  years. 
Earnings  will  be  in  the  area  of  a  rec- 
ord $1.50  per  share  for  the  fiscal  year 
ending  September  vs.  $1.36  in  fiscal 
1974.  I  visualize  an  even  higher  per- 
centage gain  in  the  coming  fiscal  year 
since  the  company  will  be  free  of 
nonrecurring  expansion  costs,  and  in- 
terest costs  may  be  lower.   ■ 


Today,  you  can  get 
high  interest  rates 
a  lot  of  places.  It's 
Tomorrow  you  have  to 
worry  about!  Read:  "The 
Arithmetic  of 
Disadvantage" 
a  free  booklet. 
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NEW  INCOME 

FUND,  inc 

a  no-load  fund 

Write  or  call  collect  for  a 
prospectus  301  -547-21 36. 
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THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one  of 
America's  well  known  diamond  cutters. 
Pay  only  actual  market  price.  We  refund 
all  monies  unless  your  own  appraisal 
shows  value  V*  to  y2  higher. 

OVER  5,000  STYLES  $100.  to  $100,000 
Send  for  FREE  92-page  Catalog! 

EMPIRE  DIAMOND  CORP.,  Depf.  46,  66th  fl. 
Empire  State  Bldg.,  New  York,  N.Y.  10001 
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FREE  APPRAISAL  off 
SCOTCH   WHISKY 

Holdings 

If  you  have  Scotch  Whisky  and  would 
like  to  sell,  we  may  have  buyers.  Tell  us 
the  year,  distillery,  and  quantity  and  you 
will  receive  a  prompt  written  reply. 

ACCRUED  EQUITIES,  Inc.  (Since  1954) 

Write  F.S.S.    Schoenwald 

122  East  42nd  St.,  N.Y.  10017 

(212)  MO  1-3595 
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TEXAS 


UTILITIES 
COMPANY 


COMMON  STOCK   DIVIDEND 

The  Board  of  Directors  has 
declared  a  regular  quarterly 
dividend  of  31  cents  per 
share  on  the  common  stock 
of  the  Company,  payable 
October  1,  1975  to  share- 
holders of  record  at  the  close 
of  business  September  2, 
1975. 

R.  E.  FONVILLE 

_    „        _  Secretary 

Dallas,  Texas 

August  15,  1975 


Principal  Subsidiaries 

Dallas  Power  &  Light  Company 
Texas  Electric  Service  Company 
Texas  Power  &  Light  Company 
Texas  Utilities  Services  Inc. 


phelps 
naduE 

160th   CONSECUTIVE 
QUARTERLY   DIVIDEND 

The  Board  of  Directors  of 
Phelps  Dodge  Corporation  has 
declared  a  regular  quarterly 
dividend  of  55?  per  share  on 
its  capital  stock  payable  Sep- 
tember 10,  1975  to  stockholders 
of  record  at  the  close  of  business 
on    August    15,    1975. 

ROGER   C.   SMITH, 
Vice  President-Finance 
and  Treasurer 

New  York,  N.Y. 

Jv'y  30,  1975 


PUBLIC  LANDS-OPPORTUNITY 

Equal  Opportunity  is  provided  all 
citizens  of  the  U.S.A.  to  partici- 
pate in  the  Profits  and  Tax-Bene- 
fits of  Oil  &  Gas  Lease-Rights  on 
Public  Lands.  Parcels  are  awarded 
each  month  through  PUBLIC 
DRAWINGS  which  provide  profit 
potential  in  excess  of  Vz  million 
dollars.  DRAWINGS  are  adminis- 
tered by  the  BUREAU  of  LAND 
MANAGEMENT.  Send  $1.00  for 
complete  information. 

FEDERAL  OIL  *  GAS  LEASES,  INC. 

Geological  &  Market  Evaluation  Services 

2995  L.B.J.  Freeway 

P.O.  Box  29119,  Dept.  FOR. 

Dallas,  Texas  75229  Ph.  (214)  243  4253 


Technician's  Perspective 


Into  No-IUarTs-Land 


By  John  W.  Schulz 


Since  late  last  year  when  it  seemed 
reasonably  clear  that  the  long  bear 
had  ended,  this  column  repeatedly 
aired  the  notion  that  the  ensuing  re- 
covery might  not  conform  to  the  bull- 
market  patterns  of  the  post-World 
War  II  period.  Simply  put,  the  bear 
market,  dating  as  it  did  for  a  ma- 
jority of  stocks  from  highs  posted  in 
1968,  was  longer  and  deeper  than 
any  similar  decline  with  which  the 
current  generation  of  investors  had 
become  familiar.  The  closest  parallel 
was  the  1929-32  collapse.  Thus  a 
post- 1974  bull  market  might  behave 
more  like  the  markets  of  the  1930s 
or  the  late  1940s,  and,  in  addition, 
investors  looking  for  guidance  to  the 
1949-68  experience  might  find  them- 
selves continually  off  balance.  On 
both  counts,  the  recovery  from  last 
year's  bear-market  lows  might  devel- 
op extraordinary  volatility  in  the  over- 
all price  movement,  at  least  during  its 
first  year  or  so,  with  intermediate- 
trend  reactions  deeper  than  those  10% 
to  15%  (DJI)  setbacks  that  occasion- 
ally punctuated  the  post-1949  bull- 
market  sequence. 

Until  recently,  this  purely  theoreti- 
cal, long-range  expectation  was  borne 
out  only  insofar  as  stock  prices  staged 
an  extraordinarily  great  percentage 
rebound  from  the  late- 1974  lows- 
over  50%  in  the  Dow,  and  over  70% 
in  the  broad-based,  unweighted  Value 
Line  Composite.  Now,  the  theory  is 
up  against  its  first  acid  test:  whether 
the  stock  market's  decline  from  the 
mid-July  recovery  highs  (Dow  889- 
882)  will  exceed  the  10%  to  15%  post- 
World  War  II  "norm"  for  intermedi- 
ate-trend reactions  in  an  ongoing  bull 
market.  Obviously,  only  the  market 
itself  can  furnish  the  definitive  answer, 
but,  by  the  same  token,  the  question 
could  continue  to  haunt  investors  un- 
til the  Dow  either  makes  a  convinc- 
ing new  recovery  high  or  breaks  de- 
cisively down  through  750-and  it 
may  do  neither  in  a  hurry. 

So  we  may  be  in  for  a  prolonged 
phase  of  uncertainty,  some  150  Dow 
points  wide,  not  exactly  a  situation 
calculated  to  soothe  investors'  nerves. 
As  long  as  it  persists,  more  and  more 
stock    market    participants    may    feel 

Mr    Schulz  is  a  senior  partner  in  the  NYSE  firm  of 
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the  continued  existence  of  a  new  bull 
market  has  to  be  taken  on  faith  in 
the  absence  of  tangible  encourage- 
ment from  sustained  strength  in  the 
overall  price  movement.  Increasing 
numbers  may  be  drawn  to  the  argu- 
ment (already  resurfacing)  that  the 
bear  market  was  only  interrupted,  not 
conclusively  ended,  by  the  big  re- 
covery to  the  mid-July  highs.  More- 
over, the  longer  the  Dow  fluctuates 
within  this  no-man's-land,  the  more 
its  price  movement  ever  since  last 
spring  will  look  to  the  chart-minded 
observer  like  an  expanding  top  from 
which  a  decline  of  major-trend  di- 
mensions might  have  to  be  expected. 

The  discomfort  zone  which  can 
thus  be  envisaged  may  be  aggravat- 
ed by  the  relatively  large,  and  yet 
inconclusive,  short-term  swings  that 
could  unfold  within  its  unusually 
wide  range,  15%  to  20%  DJI.  Another 
facet  of  the  market  making  for  ex- 
traordinary price  volatility  is  that  the 
Dow  can  fluctuate  inside  this  range 
with  no  more  than  a  variation  of 
about  two  earnings  multiples  (assum- 
ing 1975  "per-share"  earnings  of,  say, 
$80);  a  one-multiple  variation  alone 
today  is  worth  roughly  10%  in  the 
Dow,  or  about  what  used  to  be  re- 
garded as  a  pretty  normal  intermedi- 
ate-trend market  swing. 

No  Incentive 

One  reason  I  think  the  market  will 
be  wandering  in  this  zone  for  weeks, 
perhaps  for  months,  is  that  I  can't  see 
why  investors  should  any  time  soon 
want  to  bid  up  stock  prices  far 
enough  to  push  the  Dow  to  new  re- 
covery highs.  Interest  rates  seem  un- 
likely to  drop  significantly,  and  it  will 
probably  remain  unclear  for  quite 
some  time  whether  the  rate  of  infla 
tion  can  be  held  to  an  acceptable  lex- 
el.  Neither  of  these  factors  would  call 
for  higher  earnings  multiples.  Besides, 
with  long-term  U.S.  Government 
bonds  yielding  over  8%,  it's  difficult  to 
argue  that  the  Dow  should  be  selling 
for  more  than  10  timet  earnings  (ma) 
be  $90  in  1976). 

On  the  other  hand,  there  are  also 
reasons  for  thinking  that  the  Dow 
will  not  soon  drop  through  the  in- 
dicated "support   /one"    (lOUghl)    780 

820)  which  it  successful!)  tested  dui 
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ing  the  first  half  of  August.  For  one 
thing,  short-term  interest  rates  have 
probably  begun  to  stabilize  after  their 
sharp  runup.  For  another,  after  some 
three  weeks  of  virtually  uninterrupted 
reaction,  the  market  had  become  de- 
cidedly "oversold"  (i.e.,  built  up  po- 
tential technical  strength),  perhaps 
more  so  than  met  the  naked  eye. 

Rat  Race 

Evidence  now  available  suggests 
that  institutional  investors  did  not 
overcommit  their  cash  reserves  to  the 
stock  market  during  the  year's  first 
half  and  that  they  added  to  these  re- 
serves rapidly  during  the  past  couple 
of  months,  mainly  by  selling  high- 
multiple  "glamour"  stocks.  Indications 
are  that  many  institutional  portfolios 
had  15%  to  25%  of  their  assets  in  cash 
or  equivalents  when  the  Dow  hit  the 
low  800s  last  month.  What's  more, 
many  portfolio  managers  seem  to 
have  cooled  off  on  the  one-decision, 
buy-and-hold  investment  philosophy 
that  played  hell  with  their  portfolios 
last  year.  Instead,  they  are  now  more 
intent  on  exploiting  the  market's  in- 
termediate swings. 

In  this  sort  of  rat  race,  some  money 
managers  are  bound  to  try  beating 
their  competitors  to  the  punch  by 
pushing  some  of  their  fresh  excess  re- 
serves into  the  stock  market  sooner 
rather  than  later,  especially  when  a 
clearly  recognizable  support  zone 
"threatens"  to  hold.  Possibly  they  will 
also  be  early  sellers  if  the  Dow  rallies 
into  the  upper  800s,  or  even  if  it 
should  disappoint  them  by  failing  to 
do  so.  Here  is  another  factor  making 
for  increased  price  volatility. 

I'm  inclined  to  question  that  the 
intermediate-trend  reaction  from  the 
mid-July  highs  was  fully  complete 
when  the  Dow  rallied  from  the  early- 
August  lows  at  807-810.  I  suspect  it 
may  be  well  to  allow  for  another 
down-leg  toward  the  low  end  of  the 
780-820  support  zone.  The  Dow 
would  have  then  retraced  about  one- 
third  of  the  December-July  recovery 
and  declined  about  12%,  typical  for 
intermediate-trend  reactions  by  post- 
1949  standards. 

But  that  would  still  leave  the  mar- 
ket in  an  uncertain  position,  insofar 
as  it  would  fail  to  answer  the  ques- 
tion of  whether  the  reaction  might 
not,  later  in  the  year,  resume  and  ex- 
tend into  the  low  700s  for,  say,  a  20% 
correction  more  nearly  conforming  to 
the  experience  of  the  1930s  or  late 
1940s.  The  answer  will  depend  on 
what  happens  in  the  months  ahead  to 
inflation  and  interest  rates,  for  exam- 
ple, and— perhaps  no  less  important— 
on  whether  or  not  too  many  people 
become  too  bearish  during  the  pil- 
grimage through  no-man's-land.   ■ 
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Dog  Days9  Sleepers 


By  Robert  Stovall 


Late  summer  lethargy  doesn't  bother 
me.  I  think  that  the  standard  stock 
will  be  selling  considerably  higher 
Christmas  week  than  post-Labor  Day, 
and  there  is  a  good  chance  that  the 
broad  averages  will  make  new  all- 
time  highs  between  now  and  Election 
Day  1976.  I  am  optimistic  for  the 
next  ten  to  12  months  because  I  see 
a  one-  to  three-year  recovery  cycle  for 
the  economy,  accompanied  by  rising 
earnings  and  dividends.  Projectable 
trends  in  employment  and  consumer 
savings  point  to  a  consumer  durable- 
goods  boom  by  1977. 

The  Federal  Reserve  has,  with  one 
exception,  presented  an  accommoda- 
tive monetary  policy  to  the  nation  in 
the  18  months  prior  to  a  Presidential 
election.  I  detailed  this  "election-year 
thesis"  in  the  Nov.  15,  1974  Forbes 
as  a  prime  reason  to  become  an  op- 
timistic investor  then.  So  why  not  let 
the  confusing  economic  questions  of 
the  moment  be  resolved  in  time, 
while  we  concentrate  on  ways  to  get 
a  little  richer  via  some  currently  un- 
popular investment  themes? 

Let's  look  at  some  specific  sleepers: 
The  railroads  have  seriously  under- 
performed  industrials  and  even  the 
utilities  in  the  post-December  1974 
stock  market  rally.  As  should  have 
been  expected,  the  rails  have  experi- 
enced a  sharp  decline  in  operating 
results  thus  far  in  1975.  Railroads  de- 
pend heavily  on  the  movement  of 
lumber,  forest  products  and  other 
materials  for  the  housing  market, 
automobiles,  heavy  appliances  and 
textiles-all  hard  hit  in  the  1973-75 
recession.  Traffic  has  begun  bottoming 
out,  and  third-  and  fourth-quarter  re- 
sults should  be  on  the  upbeat. 

The  brightest  single  aspect  of  the 
industry  over  the  next  few  years  is  its 
powerful  position  as  a  coal  hauler 
and/ or  owner  of  energy  reserves.  An 
excellent  example  of  changing  for- 
tunes in  the  railroad  industry  can  be 
found  in  Burlington  Northern  (31), 
which  reported  a  second-quarter  loss 
and  eliminated  its  dividend  largely  be- 
cause of  increased  maintenance  to 
prepare  for  heavy  coal  haulings  de- 
manded by  its  utility  customers.  In 
common  with  other  rails,  the  Burling- 

Mr    Stovall  is  a  vice  president  of  the  NYSE  firm  of 
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ton  continues  to  receive  freight  rate 
increases  to  help  offset  increased  wage 
costs.  The  1%  to  10%  investment  credit 
should  be  a  boon  to  cash  retention 
this  year  and  in  the  future. 

Grain,  lumber,  general  farm  pro- 
duce, coal  and  metallic  ores  are  im- 
portant to  most  western  roads,  which 
should  begin  to  show  higher  traffic' 
figures  through  mid- 1976  at  least.  A 
major  beneficiary  of  the  export  grain 
movements  is  Sante  Fe  Industries 
(25),  while  Southern  Pacific  (28)  is 
influenced  by  many  of  the  same  fac- 
tors that  affect  the  Burlington  North- 
ern. Rio  Grande  Industries  (16)  has 
shown  more  resistance  to  the  reces- 
sion than  have  many  other  railroads. 
Chessie  System  (32)  and  Norfolk  <£ 
Western  (63)  are  given  high  marks 
because  of  their  strong  coal-hauling 
positions.  Mass  transportation  trends 
should  put  the  railroads  more  in  the 
national  focus.  I  think  they  will  be 
stronger  market  performers  over  the 
balance  of  the  year  than  they  ha\  e 
been  to  date. 

Takeover  Candidates 

And  who  financed  the  building  of 
the  American  railroads  in  the  IS  10. 
and  thereafter?  The  British  and  Scot- 
tish trusts,  of  course.  Money  the) 
made  in  packing  marmalade,  catch- 
ing herring,  making  rope  and  other 
profitable  activities  of  the  last  centurj 
were  put  to  good  use  when  railways 
were  the  growth  industry  ol  North 
America.  We  know  that  foreign  mon- 
ey lias  been  going  back  into  Amen 
can  shares  so  far  this  year,  but  1  SUS 
pect    we    will    see    a    stepped-up    flow 

into  another  industry— copper.  Metal 
prices  are  down  and  so  are  the  shares. 
A    strong    U.S.    dollar    coexisting    with 

copper  properties  available  at  much 
less   than   replacement    value  doesn't 

make  sense  to  some  asset  bn\eis. 

A  recent  control  contest  for  Inspira 

tion  Consolidated  Copper  resulted  in 
Inspiration   receiving   welcome    inj< 

tions  of  capital  from  loreign  based 
Hudson    Bay    Mining   &    Smelting   < 

and     Minerals    &     Resources    Corp. 

Texas  Gulf  has  been  about  3()'t  owned 
by  Canada  Development  Corp.  foi 
the  past  three  years.  Currently,  Crane 

Co.,  which  made  an  Unsuccessful  pass 
at    Inspiration    but    managed    to    make 
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a  profit  on  its  investment,  is  bidding 
for  a  portion  of  Anaconda.  This  too 
may  be  an  interim  ploy,  with  some  as 
yet  unnamed  third  party  being  the 
ultimate  winner  of  that  large  domestic 
metals  complex. 

Rough  guesses  of  what  prices  U.S. 
metal  companies  might  command  in 
any  further  takeover  attempts  would 
have  to  begin  with  the  usually  under- 
stated book  values,  such  as  Anaconda 
(18)  $57.37,  Asarco  (14)  $32.30, 
Kennecott  (32)  $43.49,  Newmont 
(22)  $23.53  and  Phelps  Dodge  (33) 
$43.38.  These  summer  dreams  are 
worth  just  what  you  are  paying  for 
them,  but  some  of  them  might  one 
day  have  substance. 

Auto  Renaissance 

This  calendar  year,  a  little  over  8 
million  cars  will  be  sold.  But  the  cor- 
relation of  real  consumer  disposable 
income  and  the  percentage  of  that  in- 
come spent  on  automobiles,  coupled 
with  a  savings  rate  expected  to  av- 
erage a  rather  high  8%  over  the  next 
two  years,  spells  a  resurgence  for  au- 
tomotive demand.  Finally  getting  the 
message,  Detroit  is  beginning  to  pro- 
vide American  consumers  with  more 
of  the  cars  they  seem  to  prefer.  With 
sales  leverage  working  in  their  favor, 
auto  producers  over  the  next  two 
years  should  see  a  renaissance  in  earn- 
ing power. 

A  rule  of  thumb  I  use  is  that  once 
the  automakers  get  above  the  basic 
breakeven  point  of  around  6  million 
cars,  every  additional  1  million  cars 
sold  means  $1.50  per  share  in  earn- 
ings to  General  Motors  ( 49 )  and  about 
$2.50  in  earnings  to  Ford  (39)  shares. 
The  industry's  Big  Two  account  for 
about  80%  of  the  total  market  for  U.S.- 
made  cars.  Chrysler  (11)  and  Amer- 
ican Motors  (6)  struggle  for  the  re- 
maining 20%.  Chrysler's  new  manage- 
ment has  stated  that  this  quarter  will 
be  a  big  loser,  probably  including  ex- 
traordinary expenses  to  make  show- 
ing a  profit  a  bit  easier  thereafter. 
Aided  by  its  new  subcompact  Pacer, 
AMC  has  become  a  profitable  assem- 
bler once  again. 

General  Motors  has  been  the  best 
performing  auto  stock  this  year  (no, 
I  am  not  going  to  discuss  the  Bell- 
wether Theory),  but  Ford,  in  a  10.5- 
million  car  year,  could  earn  $6  a 
share,  not  much  below  the  $6.50  a 
share  projected  for  GM  under  similar 
circumstances.  Should  next  year  pro- 
duce a  9.5-million  car  volume,  earn- 
ings could  be 'guessed  at  $3.25  and 
$5.25,  respectively,  by  this  formula; 
what  Chrysler  and  AMC  would  earn 
is  anybody's  guess.  But  these  sluggish 
sleepers  of  late  summer  might  become 
specualtive  hot  rods  well  before  next 
spring's  big  selling  season.   ■ 


Double  Your  Money 

in  AT&T? 

Oounds  .unlikely,  doesn't  it?  Everyone  knows  that  American 
Telephone  &  Telegraph  common  stock  is  one  of  the  most  stable  stocks 
on  the  New  York  Stock  Exchange.  Few  investors  would  imagine  that 
this  stock  could  double  in  a  year's  time,  much  less  over  six  months. 

Yet  if  you  had  purchased  an  option  to  buy  AT&T  stock  last 
December  when  the  stock  was  at  42  Va,  you  could  have  nearly  doubled 
your  money  in  six  months.  Specifically,  suppose  that  on  December 
9th  you  had  purchased  an  option  giving  you  the  right  to  buy  100 
shares  of  AT&T  common  at  $45  a  share  at  any  time  until  late  July, 
1975.  This  option  was  then  trading  for  2  4,  meaning  that  the  cost  was 
$250. 

By  June  6th,  just  under  six  months  later,  AT&T  common  was  selling 
at  49 Vb,  a  gain  of  almost  17%.  But  the  option  was  selling  at  4%,  a  gain 
of  95%.  So  the  option  which  could  have  been  purchased  for  $250  in 
December  could  have  been  sold  for  $487.50  in  June. 

This  example  is  by  no  means  unique.  It  is  not  at  all  uncommon  for 
options  to  double  on  a  15%  or  20%  rise  by  the  underlying  stock.  And 
you  can  choose  from  options  on  over  100  different  stocks  ranging 
from  AT&T  to  Xerox.  All  of  these  options  are  listed  daily  in  the  Wall 
Street  Journal  and  many  other  newspapers  in  a  section  devoted  to  the 
Chicago  Board  Options  Exchange,  American  Exchange  Options  and 
PBW  Options. 

Of  course  option  buying  is  not  suitable  for  all  investors  since  the 
risks  are  very  high:  the  buyer  of  an  option  must  be  prepared  to  lose  all 
of  his  investment.  Yet,  as  we  have  shown  with  the  AT&T  example,  the 
profit  potential  is  also  large. 

If  this  is  the  kind  of  profit  opportunity  you've  been  looking  for,  and 
are  prepared  to  accept  the  risks,  we  can  show  you  how  to  get  started 
by  devoting  a  small  portion  of  your  portfolio  to  option  buying.  Or.  if 
you  are  a  more  conservative  investor,  we  can  show  you  how  to  reduce 
the  risk  of  your  portfolio  by  writing  (selling)  options. 

Either  way,  we  think  you'll  benefit  from  studying  The  Value  Line 
Guide  to  Option  Strategies  which  will  be  sent  to  you  entirely  as  a  bonus 
with  your  subscription  to  The  Value  Line  Convertible  Survey  —  the  all- 
in-one  service  for  listed  options,  convertibles  and  warrants.  So 
whether  you  are  a  conservative  or  an  aggressive  investor,  we  invite 
you  to  take  advantage  of  the  introductory  offer  below. 

SPECIAL  INTRODUCTORY  OFFER 

As  a  special  bonus  at  no  additional  charge,  please  send  me  The  Value  Line 
Guide  to  Option  Strategies.  During  the  term  checked  below,  I  understand 
that  I  will  receive  the  complete  48-page  Convertible  Survey  four  times  a 
month  consisting  of  the  16-page  Option  Report,  the  8-page  Convertible 
Strategist,  and  the  24-page  Statistical  Evaluation  Section. 


D  3  months  for  $29  (12  issues). 

This  introductory  offer  is  available 
only  once  to  any  household.  Check  or 
money  order  for  $29  must  accom- 
pany order. 

D  1  year  for  $225  (48  issues). 

□  Payment  enclosed. 

□  Bill  me  for  $225. 

N  Y.  residents  please  add  applicable  sales  tax. 
Foreign     rates    available    upon    request. 


Name 
(please  print) 

Address  


City. 


.State Zip 


Signature 

Subscription  fees  are  fully  tax-deductible. 
This  agreement  will  not  be  assigned  without 
subscriber's  consent 


The  Value  Line  Convertible  Survey 

. . .  the  all-in-one  service  for  listed  options,  convertibles  and  warrants 


I 


5  East  44th  Street,  New  York,  NY.  10017 


216KZ1  Bonus  K 
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EARNINGS    **&' 
GROWTH 

MAPCO's  earnings  climbed  from  82c  a  share 
in  the  first  6  months  of  1974  to  $1.23  for  the 
period  ending  June  30,  1975  ...  an  increase 
of  50%.  We've  split  2-for-l  twice  in  the  last 
3  years,  and  MAPCO  is  still  growing.  Write 
for  our  Six  Month  Report  to  Investors. 

mapco 

m  inc. 


1437  S.  Boulder  Ave. 
Tulsa,  Oklahoma  74119 

SYMBOL  MDA 
NYSE*  MWSE  •  PSE 


WHERE  WOULD  THE  CAMERA  HAVE  BEEN. 
WITHOUT  A  COLLEGE  EDUCATION? 


Still  making  Daguerreotypes,  prob- 
ably. 

Instead,  photography  is  a  billion- 
dollar  business  today.  Because  inquiring 
minds,  trained  and  honed  on  college 
campuses,  started  looking  into  chemicals 
and  film  and  lens. 

Life-saving  pharmaceuticals.  Hunger- 
fighting  new  rice  and  new  wheat.  Petro- 
chemicals. Radio.  Television.  The  list  of 
billion  dollar  industries  that  got  their  start 
in  col  lege- trained  minds  is  startling. 

You  don't  want  the  flow  of  college- 
bred  new  ideas,  improvements,  inventions 
to  stop.  Ever.  Not  if  you're  a  good  busi- 
nessman. 

So  perhaps  you'd  better  take  a  good 


hard  look  at  how  much  your  company  is 
giving  to  higher  education.  Because  infla- 
tion has  hit  colleges  and  universities  even 
harder  than  most. 

Freedom  to  experiment  is  the  first 
casualty  of  tight  budgets. 

For  the  sake  of  the  future,  "Give  to 
the  college  of  your  choice.  Now."  Who 
knows  what  billion-dollar  business  of 
tomorrow  is  germinating  on  some  college 
campus  today. 

"^■*    Council  for  Financial  Aid  to  Education.  Inc 
680  Fifth  Avenue.  New  York.  NY.  10019 


A  Public  Service  of  This  Magazine  & 
The  Advertising  Council 
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Readers  Say  - 


(Continued  from  page  8) 
actual  number  was  80,  with  annual 
billings  of  $38  million.  The  reason 
was  exactly  as  stated  in  our  letter— 
the  ease  of  handling  several  smaller 
invoices  received  throughout  the 
month  rather  than  one  large  invoice 
received  monthly.  Your  comments  in 
regard  to  cash  flow  are  more  than 
justified,  and  we  should  have  given 
more  recognition  to  the  advantages 
to  TWA  in  our  letter.  It  should  be 
noted,  however,  that  American,  Unit- 
ed and  other  major  carriers  have  been 
billing  their  accounts  twice  monthly 
for  some  time. 

— F.L.  Salizzom 

Vice  President  &  Treasurer, 

Trans  World  Airlines 

New  York,  N.Y. 

We're  Big,  Too 

Sir:  In  your  article  on  foreign  ex- 
change trading  (July  1 )  you  refer  to 
a  "big  four"  group  of  banks  [Bankers 
Trust,  Continental  Illinois,  Morgan 
Guaranty  and  European-American], 
which  do  the  bulk  of  the  foreign  ex- 
change trading  out  of  New  York.  I 
question  whether  this  list  is  accurate. 
You  suggest  that  other  banks'  foreign 
exchange  departments  "don't  deal 
head  to  head  with  the  European 
banks  on  the  same  level  as  the  Big 
Four."  Our  experience  would  seem  to 
refute  that.  Because  of  continuing  in- 
creases in  both  the  volume  ol  Chase's 
Foreign  exchange  business  and  the 
number  of  major  clients  we  represent, 
we  are  certain  that  Chase  is  as  strong 
as  any  other  in  Foreign  exchange-  trad- 
ing—regardless of  the  criteria  used  to 
evaluate  competitors. 

I  )(>\  Ml)  ().  (  Sameron 
Senior  Vice  President. 

( rroup  Executive— International 

Funding  and  Foreign  Exchange, 

( .'base  Manhattan  Bank 

New  York.  N.1 . 

More  For  America 

Sin:  Re  the  article  "About  To  Ebb" 
|    iug.    I).   While   it    is   true   that    lb 

will  always  be  a  limit  on  the  percent 

age    ol     production    sent     to    aii\     one 

market,  BMW's  American  share  will 
be    much    greater    than    tin     18,000 

vehicles   stated    in    the   article.    For   the 

(iist     six     months    this    year,    8,473 

BMW's  have  been  sold  m  this  coun- 
try. BMW  <>l  North  America  Feels  thai 
over  17,000  cars  this  war.  ovei 
25,000  in  L970  and  up  to  10,000  cars 
in  1980  arc  \n\  realistic  goals. 

—John  \  <  <><>k 
President 
h\l\\  ol  North  America,  ln< 
Montvale,  \  I 
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I  hOUghtS . . .  Business  of  Life 


All  that  mankind  has  done, 

thought,  gained  or  been: 

it  is  lying  as  in  magic  preservation 

in  the  pages  of  books. 

Thomas  Carlyle 


To  ask  at  what  time 

a  man  has  first  any  ideas  is  to  ask 

when  he  begins  to  perceive; 

having  ideas  and  perception 

being  the  same  thing. 

John  Locke 


We  take  up  a  book  at  one  time, 
and  see  nothing  in  it; 
at  another,  it  is  full  of  weighty 
remarks  and  precious  thoughts. 
Cardinal  Newman 


Reading  provides  the  only  way 
I  know  of  by  which  children 
can  see  the  whole  view  of 
how  people  who  are  in  earnest 
about  it  grow  slowly  but  surely 
into  the  habit  of  right  conduct. 
Annis  Duff 


We  need  education  in  the  obvious 

more  than  investigation  of 

the  obscure. 

Oliver  Wendell  Holmes 


Facts  are  of  slight  value  unless 
they  are  intelligently  interpreted. 
William  Feather 


Success  is  often  just  an  idea  away. 
Frank  Tyger 


Progressive  business  leaders 
recognize  that  they  cannot 
afford  not  to  read  about  business, 
business  currents,  business 
developments.  Keep  posted  on 
the  kaleidoscopic  changes 
in  economic  conditions, 
national  and  international  events 
of  all  kinds,  keep  your  eyes 
wide  open  for  suggestions- 
adaptable  to  your  own  activities. 
B.C.  Forbes 


Knowledge  is  the  only  instrument 
of  production  that  is  not 
subject  to  diminishing  returns. 
J.M.  Clark 


The  element  of  the  unexpected  and 
the  unforeseeable  is  what  gives 
some  of  its  relish  to  life  and  saves 
us  from  falling  into  the  mechnical 
thralldom  of  the  logicians. 
Winston  Churchill 


Satisfaction  of  one's  curiosity 
is  one  of  the  greatest  sources 
of  happiness  in  life. 
Linus  Pauling 


; 


History  is  full  of  examples  of 
lonely  thinkers  who  were  belittled 
by  the  established  figures  of 
the  time  and  who,  it  now  turns  out, 
were  deservedly  neglected. 
Leon  Lipson 


To  read  without  reflecting 

is  like  eating  without  digesting. 

Edmund  Burke 


It  is  no  paradox  to  say 

that  in  our  most  theoretical  moods 

we  may  be  nearest  to 

our  most  practical  applications. 

Alfred  North  Whitehead 


Not  a  change  for  the  better 

in  our  human  housekeeping  has  ever 

taken  place  that  wise  and  good  men 

have  not  opposed  it. 

James  Russell  Lowell 


A  dollar  put  into  a  book 
and  a  book  mastered  might  change 
the  whole  course  of  a  boy's  life. 
It  might  easily  be  the  beginning 
of  the  development  of  leadership 
that  would  carry  the  boy  far 
in  service  to  his  fellow  men. 
Henry  Ford 


All  genuine  progress  results 
from  finding  new  facts. 
Wheeler  McMillex 


The  intellect  of  the  wise 
is  like  glass:  It  admits  the 
light  of  heaven  and  reflects  it. 
August  Hare 


Economists  are  economical, 
among  other  things,  of  ideas; 
most  make  those  of  their 
graduate  days  do  for  a  lifetime. 
John  Kenneth  Galbraith 


A  Text . . . 


Executive  Gift  Suggestions:  Over 
3,000  "Thoughts"  non  available  in 

574-page  book  at  $9.95.  Also  Fad 
and  Comment— the  most  quoted 
editorials  of  Malcolm  Forbes  in 
hardcover  at  $7.95.  Send  chech(s) 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
\<u  York,  NY.  10011.  NY.  State 
residents,  add  4%-8%  tales  tax. 


Sent  in  by  Mrs.  J.  William  Haskins. 
Perrysburg,  Ohio.  What's  your  favorite 
text?  The  Forbes  Scrapbook  of  Thoughts 
on  the  Business  of  Life  is  presented 
to  senders  of  texts  used. 


My  people  are  destroyed  for  lack 
of  knowledge. 

Ilosi   \    t:() 
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.an  vou  think  of  anything 
i  I  it  g:  es  you  a  better  return 
01  your  investment? 

OLD  WORLD  •  BLENDED  SCOTCH  WHISKY  •  86  PROOF  •  GENERAL  WINE  &  SPIRITS  CO  ,  NEW  YORK,  NY 
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wDid  anyone  see  the  2  rabbits 
t^  at  were  due  in  Des  Moines,Tiiesday?" 


Occasionally,  freight  in  a  terminal  can  get 
mishandled  or  misplaced. 

Usually  it's  due  to  faulty  communications. 

Which  is  why  many  trucking  companies  are  using 
Xerox  duplicators. 

By  simply  color-coding  dock  paper  flow,  for 
example,  they  can  avoid  mix-ups  and  help  control  the 
movement  on  their  loading  docks. 


And  by  reducing  and  reproducing  exact  copies  of 
bills  of  lading  onto  pre-printed  freight  bill  forms,  they 
can  avoid  transcription  errors. 

Just  as  Xerox  duplicators  are  helping  people  in 
the  transportation  industry,  they're  helping 
businessmen  in  all  industries. 

For  more  information,  call  Xerox.  We'll  help  you 
keep  things  moving. 

XEROX 
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TO  OPTIONS. 


Yes,  options  have  their  conservative  side,  too. 
In  fact  one  of  the  best  features  of  trading  in  listed 
options  is  that  you  can  easi  ly  reduce  the  risk  of 
owning  stocks.  It's  easy  to  get  in  the  market.  And  still 
not  worry  that  you'll  get  in  over  your  head. 

For  example,  you  can  use  options  to  increase 
the  yield  on  stocks  you  already  own,  while  you 
reduce  your  risk. 

There's  more  than  one  way  to  use  listed 
options.  In  fact,  at  Dean  Witter  we've  identified  at 
least  eight  different  ways:  1)  trading,  2)  covered  writ- 
ing, 3)  variable  hedging,  4)  spreading,  5)  tax  purposes, 

6)  increasing  cash  flow  from  a  securities  portfolio, 

7)  trading  with  predetermined  risk,  and  8)  leverage. 


With  options,  you  have  options.  But  of  course, 
options  are  not  for  everyone. 

And  that's  where  Dean  Witter  can  be  helpful. 

We  can  help  you  sort  out  the  various  alterna- 
tives so  that  you  can  decide  which  — if  any— are  best 
suited  to  your  investment  program. 

We  have  developed  highly  sophisticated  tools 
such  as  our  computerized  daily  "Options  Summary!' 

Contact  any  Dean  Witter  office  or  mail  the 
coupon.  For  a  start,  we'll  send  along  a  prospectus  and 
other  materials  to  give  you  a  little  background  on 
this  fast-growing  investment  market. 

And  then  you  can  decide  if  you  want  to  test 
the  water. 


Suddenly, 
everyone's 
in  the  market. 

Or  at  least,  it  seems 
that  way.  This  chart 
shows  the  explosive 
growth  of  contracts 
for  listed  options 
traded  on  the  three 
public  options  ex- 
changes: The 
Chicago  Bqard 
Options  Exchange, 
the  Amex,  and  the 
new  PBW  (Each 
contract  represents 
1 00  shares  of  stock.) 


Contract  Volume  (000) 

r-2000 


Combined  Listed 
Options  Volume: 


-1000 


1974 


1975 


Macon  Brewer,  V.P.,  Marketing  Dept.,  Dean  Witter  &  Co., 
33  North  Dearborn  St., Chicago,  Illinois  60602 

Please  send  me  your  new  options  brochure  and  prospectus. 
I'm  already  trading  in  listed  options.         DYes     DNo 

Name 


1 


Address. 
City 


State/Zip. 


Dean  Witter  clients:  Please  indicate  office  of  your 
Account  Executive: 


L 


Over  100  offices  nationwide  and  abroad 
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get  up  and  go 

This  one  has  it  when  the  others  don't. 
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The  men  who  head  up  the  flight  departments 
for  the  top  firms  know  how  to  evaluate  aircraft. 
And  what  do  their  studies  show?  The  Falcon  10  has 
no  equal  for  dealing  with  the  conditions  that  rob  a 
jet  of  lift  and  range.  Specifically:  short  runways: 
hot  weather:  high-elevation  airports.  Conditions 
often  encountered  in  today's  flight  operations. 

The  Falcon  10  flies  furthest  by  far.  Fastest, 
too.  And  with  great  fuel  economy. 

Reasons?  A  new.  high-lift  wing.  New,  high 
performance  power  plants.  Exceptional  ruggedness. 

Yes.  the  very  reasons  it  costs  more  to  buy. 

But  that's  not  stopping  the  top  firms  Because 
this  aircraft  gives  them  the  mobility  they  must  have. 
Gets  them  to  and  from  the  many  out-ol-the-way 


places  they  must  go.  Quickly.  Directly.  Masters 
those  tough  conditions  that  mean  "no  go"  for  some 
jets— "slow  go"  for  others  because  they  must  take 
off  light  and  go  down  for  fuel  along  the  way. 

These  firms  find  that  the  Falcon  10  helps 
them  make  most  effective  use  of  time.  Saves  them 
significant  travel  time.  Gains  them  important  pro- 
ductive time.  And  isn't  that  what  it's  all  about? 

Want  to  know  how  the  Falcon  10  compares 
with  other  jets  when  the  going  gets  tough? 
A  new  12-page  booklet  has  the  answers 
To  receive  your  copy,  just  drop  a  line 
to  C.  C.  Fleming,  President,  at  the 
address  below.  Our  pleasure.  faicow  Jtr 

COBPCWA7XMV 

Telerboro  Airporl  •  New  Jersey  07608 
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Energy-Food-Energy 

Last  month  the  nation  was  treated  to  the  curious  spectacle  of  President 
Ford  having  to  haggle  with  George  Meany  over  how  much  blackmail  the 
longshoremen  could  extract  as  their  price  for  permitting  the  U.S.  to  export 
wheat.  Meany's  ostensible  reason:  He's  worried  about  the  Russians  driving 
up  the  price  of  bread  in  the  U.S.  Meany  is  right  about  bread  prices,  but 
he's  wrong  about  the  chances  of  keeping  them  low. 

The  entire  U.S.  is  today  hooked  on  oil.  If  we  are  going  to  continue  con- 
suming more  energy  than  we  produce,  we  must  export  other  goods  to  pay 
for  it.  Wheat,  for  example. 

The  more  manufactured  goods  we  can  export,  of  course,  the  better; 
technology  pays  better  than  commodities.  But  as  Melvin  A.  Conant,  a  top 
federal  official,  points  out  in  a  thoughtful  interview  with  Forbes'  James 
Cook  (p.  51),  the  Organization  of  Petroleum  Exporting  Countries  will 
not  be  content  indefinitely  to  trade  us  oil  for  manufactured  goods.  They 
will  want  to  do  their  own  manufacturing.  They  realize  that  industry  cre- 
ates jobs  and  opportunities,  while  oil  produces  only  money.  So  they  will 
—Conant  suggests— expect  the  West  to  buy  manufactured  goods  from  them 


President  Ford 


George  Meany 


or  at  least  to  share  its  foreign  markets  with  them.  What  does  that  mean 
to  rich  countries?  A  couple  of  Swedish  economists  figure,  for  their  coun- 
try at  least,  that  it  means  the  abolition  of  private  automobiles  there,  a  20% 
cut  in  meat  consumption  and  smaller  houses. 

Fortunately  for  the  U.S.,  this  drastic  drop  in  the  standard  of  living  is 
unnecessary,  unless  Mr.  Meany  and  people  like  him  have  their  way.  The 
plains  and  forests  of  America  are  a  great  resource,  one  that  no  other  na- 
tion, not  even  the  Soviet  Union,  can  match.  Trees  grow  three  times 
as  fast  in  Mississippi  as  in  Khabarovsk.  From  this  treasure  trove  we  can 
produce  wheat,  soybeans  and  timber  in  a  plenty  that  is  constantly  self-re- 
newing—unlike fossil  fuels.  To  pay  for  the  oil,  then,  we  will  have  to  part 
with  some  of  this  wheat  and  timber,  and  this  can  only  mean  that  prices 
will  go  up. 

To  underscore  this  relationship  between  food  prices  and  fuel  prices,  David 
Warsh's  lead  story  (eXXXon,  p.  23)  dwells  somewhat  whimsically  on  the 
fact  that  we  could,  even  today,  burn  our  wheat  in  our  cars  instead  of  selling 
it  to  the  Russians.  Indeed,  as  we  point  out,  Kansas  farmers  did  just  that 
during  the  Depression  when  they  couldn't  sell  their  wheat  to  Chicago.  But 
a  few  minutes'  thought  about  the  economics  of  burning  food  for  fuel 
instead  of  trading  corn  for  oil  should  convince  George  Meany  of  the  un- 
wisdom of  it. 

As  the  lead  story  says:  "You  want  to  drive  your  car?  You'll  have  to 
pay  more  for  bread."  It's  as  simple  as  that.  When  OPEC  quadrupled  the 
price  of  oil  and  got  away  with  it,  all  of  our  lives  were  changed— and 
neither  Congress  nor  the  AFL-CIO  can  change  the  situation  or  avoid  the 
consequences.  ■ 
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The  growth  rate  of  American  productivity  has  declined 
three  years  running,  Qoaked  by  current  economic  difficultie 
this  decline  may  be  your  company's  most  fateful  problem. 

Here  are  6  ways  First  Chicago,  an  s18  billion  money-cente 
bank,  can  help  you  get  your  company's  productivity  up. 


Today  we  Americans  no 
longer  have  the  productive  capac- 
ity to  maintain  the  growth  in  our 
standard  of  living. 

lb  turn  declining  productivity 
around  we  must  exercise  all  our 
ingenuity.  We  must  earn  more. 
Save  more  of  what  we  earn.  And 
invest  more  of  what  we  save  in  the 
tools  of  production.  If  we  don't,  we're 
going  to  fall  still  further  behind. 

The  Productivity 

Yardstick.  It  tells  you 

where  you  stand. 

P/E  ratios,  earnings  growth 
rate,  or  earnings-per-share  reveal 


little  about  your  company's  real 
productivity.  Among  the  most 
productivity-oriented  companies, 
return-on-assets  is  a  key  calcula- 
tion. Although  it  must  be  carefully 
interpreted,  it  gives  you  a  pure 
percentage.  Whether  a  current  re- 
turn of  2%,  11%  or  18%  is  healthy 
or  not  depends  on  industry  perfor- 
mance, company  strategy,  market 
trends,  emerging  technology,  and 
perhaps  20  or  so  important  factors. 

First  Chicago  will  help  you 
weigh  this  important  percentage. 
We  also  go  beyond  your  company's 
productive  performance  to  assay 
its  productive  potential.  As  a  re- 
sult, your  company  may  be  able 
to  command  a  greater  share  of  the 


scarce  investment  money  it  neeuiv 
to  increase  productivity  and  profit^ 

I1" 

How  to  amplify 

cash  on  hand, 

day  after  day  after  day. 


ie 


$596,000  out  of  the  blue.  We 
produced  it  in  one  year  for  an  elt 
tronic  equipment  company—  not 
a  loan,  but  earnings— from  mont 
they  had  lying  or  float  ing  arming 
from  day  to  day. 

Unusual?  No.  We  produced 
$760,000  foramulti-million-dolla 
fast  food  chain.  $30,000  for  a 
medium-sized  foundry.  $2,000,( 
for  a  major  government  depart 
ment.  All  out  oft  lie  blue,  from 


Amsterdam,  Abu  Dhabi,  Antwerp,  Athens,  Atlanta,  Baltimore.  Bangkok,  Beirut,  Bogota,  Boston,  Bl  idgetown,  Bristol.  Brussels,  < 
Madrid.  Manila,  Melbourne,  Mexico  City,  Milan,  Mentego  Bay,  Munieh,  Nairobi,  Newcastle,  New  York,  Ocho  Rios,  Panama* 


te  Productivity  Squeeze  cont. 

loney  these  organizations  didn't 
ow  they  had. 

How  do  we  do  it?  There  are  as 
lany  answers  as  there  are  com- 
anies  we  perform  cash  manage- 
lent  services  for—  8,945  at  last 
ount.  Just  as  each  industry  has 
:s  special  cash  management 
equirements,  each  company  has 
ts  special  requirements,  too. 

Cash  management— the 
ophisticated  collection,  concen- 
ration,  disbursement  and  control 
>f  working  capital  in  transit— is 
omething  First  Chicago  has  been 
>erfecting  since  we  invented  the 
ock  box  back  in  1947.  Designed 
;pecifically  for  your  company,  it 
onverts  receivables  into  cash  and 
redits  you  as  soon  as  electronical- 
y  possible.  Disburses  no  sooner 
han  necessary,  Figures  the  differ- 
nce.  And  automatically  invests 
he  difference  overnight  to  bring 

I'ou  one  day's  interest.  One  day's 
nterest  you  enjoy  on  your  money, 
lay  after  day  after  day. . . 
The  Money  Market 
Supermarket: 
increased  earnings  on 
your  cash  reserves. 

Once  cash  management  has 
iven  you  a  firm  grip  on  your  cash, 
seasonal  and  cyclical  crests  of 
cash-on-hand  emerge  in  bold  re- 
lief. The  crest  may  exist  for  any 
length  of  time  —  7  days,  20  days,  40 
days,  10  weeks.  Since  the  longer 
investment  will  generally  return 
the  higher  rate  of  interest,  it  may 
be  more  profitable  for  you  to 
invest  these  crests  for  the  longer 
period  that  they  exist. 

First  Chicago  is  a  veritable 
supermarket  for  solid,  short-term 
money  market  instruments,  and 
you  can  profitably  participate  in 
this  highly  sophisticated  market. 
You  can  select irom  the  huge  stock 
of  money  market  instruments  that 
we  trade  in  every  business  day,  or 
we  can  order  specific  investments 


for  you.  Most  important,  we  dove- 
tail your  cash  crest  period  with 
investment  maturity  dates  to 
maximize  your  return. 

Replenishing 

the  corporate  coffers: 

there  are  more  ways 

than  one. 

Sometimes  the  traditional 
bank  loan  can't  deliver  the  long- 
term  money  you  need  to  energize 
a  quantum  jump  in  productivity. 

At  First  Chicago,  our  first 
priority  is  to  get  the  wherewithal 
of  growth  into  our  customers' 
hands.  And  we've  come  up  with 
some  highly  effective,  if  unbank- 
like,  solutions. 

•  For  example,  we  might  finance 
your  factory  or  project,  and  help 
find  the  long-term  money  that  will 
take  over  as  soon  as  it  starts  to 
earn  a  return. 

•  We  might  even  go  in  with  you, 
through  our  venture  capital  Sub- 
sidiaries, to  get  a  really  promising 
venture  off  and  running. 

•  We  might  help  you  get  a  brand 
new  plant  and  equipment,  using 
off  balance  sheet  financing.  (You 
lease  the  plant  from  the  local 
municipality,  lease  the  machinery 
from  us.) 

There  are  more  reasons  than 
one  for  replenishing  the  corporate 
coffers.  If  your  reason  is  increased 
productivity,  First  Chicago's  pro- 
ductive banking  will  find  more 
ways  than  one  to  do  it. 

Industry  expertise: 

a  mainline  to 
what's  happening. 

Back  when  beer  cost  5<t  a  pail, 
First  Chicago  made  a  decision  that 
could  pay  off  in  your  company's 
profit  statement  this  year. 


FirstChic 

The  First  National  Bank  of  Chicago 

Productive  banking  for  productive  businesses. 


It  was  decided,  70  years  ago, 
that  our  loan  officers  would  spe- 
cialize in  the  industries  they  were 
loaning  to,  rather  than  the  places 
they  were  loaning  at. 

Today  at  First  Chicago,  16 
different  commercial  loan  divi- 
sions serve  more  than  70  specific 
areas  of  business  and  industry.  It's 
our  business  to  know  what  each 
of  these  industries  is  doing,  from 
the  biggest  company  in  them  to 
the  smallest.  298  specialist  loan 
personnel  have  this  industry 
expertise. 

How  to  get  productive 
help  at  an  $18  billion 
money- center  bank. 

At  a  time  of  increasing  capital 
scarcity,  we  at  First  Chicago  are 
emphasizing  the  placement  of  our 
resources  with  those  who  will  put 
them  to  the  most  productive  use. 
It  doesn't  matter  how  big  or  little 
•you  are.  Whether  you  need 
$40,000  for  a  paper  cutter,  or 
$40,000,000  for  a  new  paper  plant, 
if  it  will  increase  productivity  in 
America  well  make  every  effort  to 
get  it  for  you. 


II 


land.  Dubai.  Dublin,  Duesseldorf.  Edinburgh,  Frankfurt,  Geneva,  Guatemala  City,  Hong  Kong,  Houston,  Jakarta,  Kansas  City,  Kingston.  Lagos.  Leicester,  London,  !>os  Angeles. 
<t).  San  Jose,  Sao  Paulo,  Seoul,  Sharjah.  Singapore.  Stockholm.  Sydney,  Tehran,  Tokyo.  Toronto.  Warsaw  Member  FDIC   g  The  FirM  National  Bank  of  Chicago. 


"Call 

OPPD 


And  ask  for  Tom  Gage 

Tom  is  our  industrial 
development  expert.    He  will 
show  how  you  can  cut  your 
freight  costs  by  locating  you  in 
the  middle  of  the  market. 
Omaha-Southeastern  Nebraska 
is  near  the  center  of  the  country, 
so  it  helps  cut  your  shipping  costs 
in  all  directions.  Tom  is  an  expert 
on  plant  location  here,  so  he'll 
search  out  the  specifics  you 
need.  Plus  you  get  all  our  general 
advantages:  Dependable  and 
plentiful  electric  power  at 
reasonable  rates.  A  work  force 
noted  for  high  productivity,  low 
turnover.   A  good,  clean 
environment.   And  plant  sites  in 
both  large  and  small 
communities.    If  you're  thinking 
about  a  move,  call  Tom  at 
(402)  536-4347.   Or  write  today. 

for  sites  that 
cut  your  freight 
costs." 


Omaha  Public  Power  District 

Member:  Mid-Continent  Area 
Power  Pool 

I  Tom  Gage,  Director  of  Area 
Development 

Omaha  Public  Power  District 
1623  Harney  Street 
Omaha.  Nebraska  68102 

Please  send  me  free  facts  on  Omaha- 
Southeastern  Nebraska. 


Name 


Company  _ 


Address 
City 


Slate 


Zip 


Trends  &Tangents 

Foreign 


More  Than  Ponies 

A  Northern  Ireland  firm  has  been 
picked  to  begin  the  building  of  facili- 
ties at  Sullom  Voe  in  the  Shetland 
Islands  north  of  Scotland  that  will 
displace  Rotterdam  as  the  No.  One 
oil  port  in  Europe.  Sullom  Voe  was 
chosen  because  of  its  proximity  to  the 
British  sector  of  the  North  Sea  oil 
fields  and  because  its  waters  are  deep 
enough  to  handle  the  supertankers 
that  distribute  the  oil  to  the  world 
markets.  An  underlying  reason  was 
the  fact  that  the  island  has  almost  no 
inhabitants  to  complain  about  oil 
spills.  To  construct  the  port,  thou- 
sands of  tons  of  sand  and  asphalt 
must  be  shipped  in  and  workers  air- 
lifted from  Belfast.  The  port  is  ex- 
pected to  be  fully  functioning  by  the 
end  of  1976. 

The  Big,  Hot  Wheel 

A  "thermal  wheel"  that  recycles 
heat  was  used  last  winter  by  British 
Leyland  Motor  Corp.  to  save  an  esti- 
mated $60,000  worth  of  fuel.  The  12- 
foot-diameter  wheel  is  a  slowly  re- 
volving heat  exchanger  that  absorbs 
waste  heat  at  775°  F.  from  a  paint- 
finishing  oven.  The  oven  normally  dis- 
charges 10  million  BTUs  per  hour- 
enough  to  heat  100  average  houses— 
but  the  wheel  transfers  the  heat  to 
warm  a  loading  dock  and  body-trim 
area  at  British  Leyland's  Longbridge 
plant  near  Birmingham,  England.  The 
wheel  is  part  of  an  energy  conservation 
program  that  enabled  the  company  to 
trim  almost  $5  million  from  its  $50- 
million  energy  bill. 


Business 


Trading-Stamp  City 

Downtown  merchants  in  Colorado 
Springs,  concerned  about  losing  cus- 
tomers to  suburban  shopping  centers, 
have  begun  to  fight  back  with  a  new- 
concept  in  trading  stamps.  About  50 
retailers  in  the  city's  central  business 
district  recently  started  offering  Ea- 
gle Stamps,  which  can  be  exchanged 
for  merchandise  only  at  downtown 
stores.  Instead  of  restricting  the  shop- 
per to  certain  catalog  items  at  redemp- 
tion centers,  as  is  normally  the  case, 
the  Eagle  Stamp  is  good  as  cash  at 
any  participating  store. 

Two  For  The  Road 

How  can  a  suspicious  wife  best 
keep  track  of  her  spouse  if  he  hap- 
pens to  be  a  cross-country  truck  driv- 


er? Go  along.  Or  better  yet,  do  half 
the  driving.  This  year,  for  the  first 
time,  Bekins  Van  Lines  of  Hillside, 
111.  recruited  husband-wife  truck  driv- 
ing teams  to  take  its  training  course. 
After  graduation,  some  wives  stick  to 
the  hours  of  paperwork  now  required 
of  most  van  owner-operators,  but 
most  take  time  at  the  wheel  as  well. 
Bekins  finds  a  woman's  touch  to  be 
especially  useful  in  customer  rela- 
tions; otherwise  the  first  contact  in  a 
strange  city  for  many  a  relocated 
housewife  can  be  a  surly  male  truck 
driver  moving  her  furniture. 

Waste  Not 

Those  beverage  cans  littering  streets 
and  sidewalks  may  not  be  gold,  but 
the  aluminum  that  goes  into  them 
yearly  is  worth  about  $153  million. 
Now  there  is  a  magnet  that  by  re- 
pulsion, not  attraction,  can  separate 
the  aluminum  at  the  rate  of  about 
150  pounds  an  hour  from  20  tons  of 
dry  garbage.  The  magnet,  owned  by 
Alcoa,  is  being  tested  this  summer  in 
a  Washington,  D.C.  municipal  dump; 
and  Ames,  la.  has  purchased  four 
magnets  to  begin  operation  in  Sep- 
tember. Major  aluminum  companies 
are  already  bidding  for  Ames'  metal, 
which  can  be  reprocessed  with  only 
5%  of  the  energy  needed  to  produce 
virgin  metal.   ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  D  1  year  $15.00 
□  3  years  $30.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  orders, 
add  $4  a  year;  other  foreign,  add  $9 
a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 

(please 

print) 

New  Address: 

City 

State 

Zip 

F-4826 

J 
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\bu  ve  invested  a  lot 
in  your  career. 

Invest  80<P  a  week  more 


.%«!. 


Think  of  the  years 
and  the  effort  you've 
spent  to  get  where  you 
are  in  business. 

Now  think  oi  where 
you  want  to  be. 

And  now  read  about 
a  way  to  help  you  get 
there:  The  Wall  Street 
Journal. 

The  Journal  is  a  national,  daily  publica- 
tion written  and  edited  for  men  and  women 
in  business  who  want  to  be  more  valuable 
than  they  are  now. 

So  The  Journal  is  filled,  page  after  page 
every  business  day,  with  solid  business  infor- 
mation, gathered  from  all  over  the  world, 
concerning  anything  anywhere  that  may  be 
pertinent,  interesting,  informative  and  useful 
to  business- minded  people.  The  key  word  is 
"useful." 

That's  why  The  Wall  Street  Journal  is 
printed  in  nine  different  plants  across  the 
United  States.  So  that  the  information  in  it 
will  get  into  the  hands  of  Journal  subscribers 


early  enough  each  day  to 
be  used  by  them  that  day. 

Try  The  Journal  on 
our  special  introductory 
offer.  Just  80<J:*a  week  will 
get  it  delivered  to  your 
home  or  office.  Fill  out 
and  mail  in  the  attached 
card.  If  someone  else  has 
already  used  the  card,  call 
this  toll-free  number  800-257-0300.  (In  New 
Jersey  call  800-322-8150.)  For  new  subscrip- 
tions only.  Take  us  up  on  our  80<!>a-week  offer, 
for  any  period  from  13  weeks  to  a  year. 

80<t  a  week.  After  all  you've  already  in- 
vested in  yourself,    P|^f 
it's  very  little.  S     r^/*fr 

Wall  Street 
Journal 

2B569  Trice  good  in  United  States  and  possessions  and  Canada. 


1    City  Squares 


I 
I 

i 

i 

* 

f 

I 


* 

1 


J 


Urbane  planning 
for  fall :  this  suit 
of  premium 
worsted  patterned 
with  a  plat  of 
boldly  defined 
squares.  Styled 
in  the  comely, 
natural  lines  of 
the  Cumberland 
model  and 
tailored  with 
the  customary 
finesse  of 
Graham  &  Gunn. 


*U* 


GRAHAM  &  GUNN,  LTD 


Graham  &  Gunn  suits  from  $175  to  $275,  sport  coats  from  $135  to  $225  at  these  and  other  fine  stores: 
MORRIS  LEVY,  Savannah  •  CAPPER  &  CAPPER,  Chicago,  Detroit  •  THE  VOYAGER,  Midland 
•  JACK  HENRY,  Kansas  City  •  ROOTS,  Summit,  Red  Bank  •  F.  R.  TRIPLER,  New  York  •  VITULLO, 
Utica  •  PEER,  GORDON,  LTD.,  Cleveland  •  KOUNTZ  &  RIDER,  Pittsburgh  •  WASHER  BROS., 
Ft.  Worth  •  LITTLER,  Seattle  •  ROBERTS  MORRIS,  Williamson,  W.  Va.  ows  Han  Services,  Inc. 


I 
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"Some  of  the  most 
entertaining  reading 
around  these  days." 

from  an  article 
on  Malcolm  Forbes  in— 
SPORTS  ILLUSTRATED 


Fact  &  Comment  by  Malcolm  S.  Forbes. 

295  pages  in  a  handsomely  bound  hardcover  edition.  Send  check 
for  $7.95  to  Forbes  Inc.,  60  Fifth  Avenue,  New  York,  N.Y.  1001 1 
(New  York  State  residents,  add  4%-8%  sales  tax;  New  York  City,  8%) 


Readers  Say 


Pushing  On  A  String 

Sir:  Treasury  Secretary  William  Si- 
mon and  others  have  been  advocating 
more  tax  breaks  for  businesses  be- 
cause they  believe  we  will  soon  be 
suffering  from  a  capital  shortage. 
But  corporate  taxes  since  the  mid- 
1960s  have  been  lower  than  they 
were  in  the  Fifties  and  early  Sixties. 
Depreciation  schedules  have  been  lib- 
eralized since  the  1950s.  The  invest- 
ment tax  credit  has  never  been  high- 
er. What  business  needs  more  than 
more  tax  breaks  is  more  business.  If 
a  company  is  prospering,  I  doubt  that 
it  will  be  unable  to  raise  capital. 

—Robert  Gary 
Houston,  Tex. 

New  Word 

Sir:  Readers  Say  (Aug.  15)  carried 
a  letter  proposing  a  new  third  person 
pronoun  to  represent  "he"  or  "she" 
without  designating  gender  ("se"). 
This  is  clearly  discriminatory  because 
no  consideration  is  given  to  those  no- 
ble third  person  pronouns  which  do 
not  have  the  attribute  of  sex.  To  be 
totally  indiscriminate  we  need  a  word 
to  represent  he,  she  or  it.  I  suggest 
the  double  contraction,  h'orsh'it.  This 
new  pronoun  has  the  added  feature  of 
being  easily  assimilated  into  the  think- 
ing of  bureaucrats  and  politicians. 

—Joel  Weiss 
Northbrook,  111. 

Post  Office  Solution 

Sir:  Let  Uncle  Sam  promise  Ma 
Bell  that  he  will  quit  heckling  AT&T 
if  she  will  just  take  over  the  man- 
agement of  the  Post  Office. 

—Ed  Keeke 
Laguna  Hills,  Calif. 

Review  The  Judges 

Sik:    Re    "Crime    In    The    Suites" 

(Aug.    15)    and   "Judge"    Schnacke's 

(Continued  on  page  122) 


Correction 

In  our  story  on  oil  price  de- 
control (Sept.  1),  we  said:  "So 
decontrol  will  be  good  for  the 
companies  on  the  first  half  oi 
our  list  and  bad  for  those  on  the 
second  half."  Inadvertently,  the 
group  of  companies  that  would 

benefit  from  decontrol  was 
placed  at  the  bottom  oi  our  list. 
The  copy  should  therefore  have 
read:  "So  decontrol  will  he  good 
for  the  companies  on  the  second 
half  of  our  list  and  had  for  those 

on  the  first  half— Ed, 
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We're  still 
making  security 


history. 


Books  have  been  written  about  us.  Motion 
pictures  have  featured  the  exploits  of  our 
personnel.  Even  the  term  private  eve 
comesfrom  an  early  Pinkerton  trademark 
picturing  a  never-sleeping  eye. 
And  we're  still  at  it.  Handling  assignments 
that  will  be  part       '  jil..  «nwi.i .' 
of  tomorrow's 
security  history. 
You'll  find  us 
at  airports  protecting  travelers  against 
modern  day  desperadoes.  There  are 

p>  Pinkertonsatgolf 
courses,  arenas, 
and  racetracks  keeping 
things  peaceful.  We're  on  guard 
at  lactones  and  offices 
around  the  country. 

And  on  the  alert  around-the-clock  at  maximum- 
security  nuclear  energy  plants.  With  advanced 
electronic  technology,  we're  helping 
clients  fight  wiretapping  and  bugging. 
And,  to  get  the  job   - 
done,  you'll  find  our  people  in- 
volved with  aircraft,  boats  and  specially 
developed  emergency  vehicles. 

Today  we're  the  oldest  and  biggest 
security  firm  in  the  world.  The  quality  of  our 
people,  our  knowledge,  our  total  commitment 
to  our  clients'  needs  has  made  us  what  we 
are.  Pinkerton's—  history  makers 
yesterday,  today  and  tomorrow. 

Pinkerton'S  the  professionals 

Leaders  in  security  since  1 850 


The  American  Breadwinners 


We  keep  it  coming  when  they  cant  win  any. 

We've  been  helping  them  win  their  daily  bread  since  1887  —  "bread"  they 
need  to  pay  off  the  mortgage,  insure  their  lives,  educate  the  kids  and 
retire  with  dignity. 

If  injury  stops  the  breadwinners'  income,  we  make  the  outcome  brighter 
with  cash  payments.  We  pioneered  the  whole  idea  of  Workers'  Compensation. 

If  they  need  rehabilitation,  we  work  with  the  best  medical  minds  to 
do  the  job. 

If  they're  disabled  away  from  work,  we  cover  them  there,  too.  (As 
early  as  1912  we  recognized  the  breadwinners'  need  for  off-the-job  protec- 
tion by  offering  Group  Life  insurance  to  our  own  employees.) 

We  setde  claims  prompdy  and  fairly.  Which  saves  employers  a  lot 
of  worry. 

We  help  keep  the  American  Breadwinners  safe,  and  sound,  all  through 
their  breadwirming  years.  And  after. 


J\merican 

J\^UtU€ll  We  want  to  keep  you  safe,  and  sound. 

INSURANCE  COMPANIES, 
WAKEFIELD.  MASS.  01  880 


Utah  Power  &  Light  Co   Huntington  First  Unit 
with  Covered  Coal  Conveyor 
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has  low-sulfur  cool 
to  generate  electricity 
beyond  the  year  2 


III 


Utah  Power  &  Light  is  located  in  an  area 
having  huge  deposits  of  high  quality,  low-sulfur 
coal  (one  half  of  one  percent  sulfur  content), 
and  the  company  estimates  that  it  already  owns 
or  has  proprietary  rights*  to  sufficient  coal 
supplies  tQ  fuel  all  steam  generating  plants 
planned  for  construction  between  now  and  the 
year  2000 . . .  through  the  life  of  the  plants. 

This  helps  to  assure  Utah  Power's  long 
term  fuel  supply  for  its  generating  plants— and 
at  relatively  low  cost.  Seventy  percent  of  the 
company's  generating  capacity  is  now  located  at  mine 
mouth,  and  based  on  plans  for  future  construction,  this 
proportion  is  expected  to  grow. 

For  more  information  and  the  latest  financial  data  on 
why  Utah  Power  is  an  attractive  investment  opportunity 
today,  please  return  the  enclosed  coupon  or  contact  your 
investment  broker. 


C.  L.  Hoskins,  Vice  President  &  Treasurer 
Utah  Power  &  Light  Company,  Dept.  228 
P.O.  Box  899,  Salt  Lake  City,  Utah  84110 

Please  send  latest  Annual  Report  and 
other  financial  data. 


n 


Name 


Address 


i 


City 
State  _ 


Zip 
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Utah  power  G  light  co« 


Utah  Power  has  contracts,  letters  of  intent  and  options  covering  approximately  410  amount  to  approximately  18  million  tons  Also,  the  company  estimates  that  there  are 
million  tons  of  high  quality  coal  and.  in  addition,  coal  reserves  available  from  company-  several  hundred  million  tons  of  low-sulfur  coal  in  reserves  on  which  it  has  pending 
owned  land  and  leased  interests  now  supplying  the  Carbon.  Gadsby  and  Hale  plants     preference  right  lease  applications 


One  good  banking  idea  in  Canada 
led  us  to  another  in  Tokyo. 


Over  100  years  ago,  we  saw  Canada's 
need  for  financial  backing  to  develop  he 
( rich  natural  resources.  That  was  our  first 
good  idea.  It  led  to  other  good  ideas  in 
Tokyo  and  in  many  other  places  in 
the  world:  Good  ideas  about  trade, 
investment  and  international  financing. 

Today  we  have  over  1650  branches 
from  the  Atlantic  to  the  Pacific.  Offices  ii 
Brussels,  Frankfurt,  London,  Milan,  Pari 
Zurich,  Hong  Kong,  Tokyo,  Sao  Paulo, 
Sydney-Australia,  Chicago,  Dallas,  Los 
Angeles,  New  York,  Portland-Oregon, 
San  Francisco,  Seattle.  Branches  and 
Trust  services  throughout  the  Caribbear 
We  are  one  of  the  world's  largest  banks 
with  over  $20  billion  in  assets. 

We  have  seen  a  lot  of  small  businesse 
become  big  businesses  and  a  lot  of  gooc 
ideas  become  realities. 

If  you  have  a  good  idea  come  and 
talk  to  us.  We  know  what  good  ideas  can 
lead  to.  That's  how  we  became  one  of  th 
world's  largest  banks. 

For  more  information  on  our  inter- 
national banking  services,  contact  our 
representatives  or  write: 
Canadian  Imperial  Bank  of  Commerce 
Head  Office— Commerce  Court 
Toronto,  Canada. 


<s> 


CANADIAN  IMPERIAL 

BANK  OF  COMMERCE 

Over  1650  Branches  and  Over  $20  Billion  in  Assets 
New  York  Agency:  22  William  St .  N  Y  1(  X  K  6 
Telephone  (212)344  3800 


$s- 


companies 


isnum 


...  in  the  Tortune  500 
with  a  37.42%  annual  total 
return  to  investors  for  the 
1964-1974  decade. 


(Blue  bars 

represent 

1st  six  months ) 


1970  71  72  73  74  75 

NET  INCOME  PER  SHARE 
FULLY  DILUTED 


1st  6  MONTHS 


1974 


1875 


_i£ 


Revenues 
Net  Income 
Assets 


$  477,666.000 
$  44,527,000 
$1,068,681,000 


$  620,411,000  30% 
•  60,933,000  82% 
$1,433,167,000  34% 


EARNINGS:  Williams  has  re- 
ported record  earnings  for  11 
consecutive  years.  The  future? 
The  Williams  Companies  expects 
1975  will  be  the  12th  record  year 
when  we  top  our  1974  net  income 
of  $95,629,000  —  which  was  up 
97%  over  1973.  And  resourceful 
WilMams  (WMB-NYSE)  projects 
continuing  growth. 

FERTILIZER:  Agrico  Chemical 
Company,  one  of  the  worlds 
largest  fertilizer  companies,  has 


reported  record  operating  earn- 
ings of  $100,320,000  for  the  first 
six  months  of  1 975,  up  78%  over 
last  year's  comparable  period. 

ENERGY:  Williams  International 
Group,  active  in  10  nations,  has 
major  pipeline  construction  pro- 
jects underway  in  Alaska,  Algeria, 
Nigeria  and  Peru.  Its  backlog  is  at 
the  highest  point  in  history.  Dur- 
ing the  first  six  months  of  1975, 
operating  earnings  were  up  200% 
over  the  first  six  months  of  last 


■  -    —  - 


year.  Williams  Pipe  Line  Com- 
pany's 8,300-mile  system  is 
operating  at  capacity  levels,  de- 
livering petroleum  products  and 
fertilizer  solutions  to  its  12-state 
marketing  area  and  Williams 
Energy  Company,  a  leading 
LP-gas  retailer  in  25  states,  re- 
ports record  earnings 


WANT  TO  KNOW  MORE? 

Write  Corporate  Communica- 
tions, The  Williams  Companies. 


THE  WILLIAMS  COMPANIES]]? 

The  Fertilizer  and  Energy  Company  ^m^m/ 

320  South  Boston,  Tulsa,  Oklahoma  74103 

Major  subsidiaries  ■  Agrico  Chemical  Company  ■  Williams  International  Group  ■  Williams  Pipe  Line  Company 
■  Williams  Energy  Company  ■  Williams  Exploration  Company  ■  Edgcomb  Steel  Company 
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swirling  river  of  foam. 
Nor  contending  with  any  of  today's 
industrial  and  municipal  wastes.  But 
modern  anti-pollution  technology  is 
finding  the  answers.  And  we're  deeply 
involved.  In  fact,  Crane  and  its  Cochrane 
Environmental  Systems  Division 
have  been  specialists  in  water  and  waste 
treatment  for  better  than  a  century. 
The  pollution  symptom  above 
(sometimes  accompanied  by  malodorous 
gasses)  indicates  dissolved  organic 
solids.  For  this  particular  problem  (as  for 
many  others)  Crane  provides  tailor-made 
techniques  and  tools.  For  example: 


Ozonators.  Degassers.  Aerators.  Cartx 
filters.  Clarifiers.  Reverse  osmosis.  Plus  a 
wide  selection  of  valves  and  pumps  for 
fluid  control.  All  backed  by  specialized 
skills  and  knowledge. 

Dissolved  organic  solids  represent 
just  one  of  many  water  pollution  problems 
we  help  solve  every  day.  For  further 
information  contact:  Crane  Co.,  Dept.  AD, 
300  Park  Avenue,  New  York,  N.Y.  10022. 


GRANE 

® 


Crane  makes  it  flow  clean  again. 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


THE  VILLAIN  IS  NOT  BIG 

The  rather  sudden  change  from  an  inflation-slowing  de- 
cline in  interest  rates  to  a  sharp  increase  has  little  or 
nothing  to  do  with  business  borrowing  or  Mr.  Burns'  rein- 
ing in  of  the  Federal  Reserve  money  supply. 

The  Devil's  the  deficit. 

It  takes  immense  Treasury  borrowing  to  meet  it. 

While  the  U.S.  Government's  deficit  may  be  well-nigh 
incomprehensible,  borrowing  to  roll  it  over  and  meet  the 
interest  on  it  has  a  very  comprehensible  impact.  It  re- 
quires soaking  up  the  bulk  of  available  investment  funds, 
including  that  fancy  word  "disintermediation,"  i.e.,  get- 
ting money  from  people's  savings  by  paying  more  to  bor- 


BUSINESS  NOR  MR.  BURNS 

row  'em  than  the  banks  and  savings  &  loans  can  pay  to 
get  and  keep  them. 

While  the  Feds  may  have  the  presses  and  the  legal 
right  to  turn  out  legal  tender,  the  stuff's  not  worth  the 
paper  it's  printed  on  unless  there's  something  of  value  be- 
hind it.  When  there  is  no  one  left  with  anything  to  lend 
or  any  willingness  to  lend,  as  in  the  case  of  Argentina, 
you  just  keep  the  printing  presses  going  and  inflation  hits 
the  100%-200%  rate. 

We're  as  yet  a  long  way  from  that  extremis. 

But  we're  moving  down  that  road— perhaps  we  should 
say,  that  garden  path. 


ALL  THE   UPROAR   OVER  WHEAT  SALES   TO   RUSSIA 


makes  one  wonder  if  the  uproarers  suffer  from  either  sim- 
plicity or  duplicity. 

Maybe  it's  both. 

Despite  the  emphaticness  of  their  emphatically  differ- 
ent guesses  about  what  grain  sales  to  Russia  will  do  to 
our  food  prices,  the  fact  is  that  neither  Mr.  Butz  nor 
Mr.  Burns  nor  anybody  else  yet  knows  the  actual  size 
of  our  forthcoming  grain  surplus.  It  could  easily  exceed 
storage  capacity  if  it  were  not  for  sizable  export  sales. 

But  that's  not  the  main  point. 

We've* got  to  pay  for  6.3  million  barrels  of  oil  imported 


daily,  and  to  pay  for  'em  we  must  sell  things,  export 
things.  Without  agricultural  exports,  our  country's  trade 
deficit  would  be  such  that  soon  nobody 'd  sell  us  nothin'. 
Other  countries  have  more  dollars  than  they  want  sloshing 
across  borders,  helping  to  endanger  the  economic  stability 
that  still  exists  in  the  Free  World. 

We  can  use  the  grain  surplus  to  keep  down  the  price 
of  bread.  Or  we  can  reduce  our  still  too  wasteful  con- 
sumption of  oil.  But  not  even  a  Presidential  candidate  can 
tell  us  how  we  can  eat  cheaper  bread  and  import  more 
oil  at  the  same  time. 


THE  SEC  IS   ON  THE   STICK 


with  two  of  its  latest  thoughts. 

One  is  to  require  that  cities  issuing  tax-free  municipal 
bonds  supply  detailed,  relevant  financial  data  similar  to 
that  corporations  must  provide  prospective  investors. 

The  second  sensible  step  is  reforming,  or  perhaps 
abandoning,  a  "reform"  that  would  have  made  executives 
who  express  any  thoughts  about  their  companies'  prospec- 
tive  profits   file   and   disseminate    a   formal,    detailed   re- 


port of  the  facts  and  figures  justifying  such  comments. 
That  foolishness  would  mean  that  no  key  corporate  ex- 
ecutives would  dare  to  respond  in  a  straightforward  man- 
ner to  questions  by  analysts  and  by  editors  of  media 
such  as  the  Wall  Street  Journal,  Forbes  and  others  who 
keep  the  investing  public  informed— which  is  presumably 
still  a  prime  objective  of  the  Securities  &  Exchange 
Commission. 
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THREE  YEARS  AGO,  AN  ARGENTINE  FORECAST  OUR  PRESENT 


From  a  Forbes  reader: 

"Once  a  year  (sometimes  twice)  I  write  to  tell  you  how 
far  out  in  front  you  people  are.  It  occurs  to  me  that  you 
might  want  to  reprint  from  the  Oct.   15,  1972  issue  the 


piece  on  Dr.  Roberto  Alemann  [Argentine  economist]  ti- 
tled 'You  Are  Repeating  Our  Mistakes.'  You  could  put 
it  under  some  heading  like  'Is  Anybody  Listening?' ' 


.  .  .  your  government  is  now  chang- 
ing the  pattern  of  its  spending,  and 
that's  what  is  really  sparking  your  in- 
flation. Already  you  have  more  social 
expenses  than  defense  expenses.  .  .  . 
Today  your  social  budget  is  increasing 
at  the  rate  of  $10  billion  a  year. 
Now  the  Argentine  experience  says 
that  once  social  spending  begins  to 
dominate  your  budgets,  you're  bound 
to  have  substantial  fiscal  deficits.  Your 
deficit  last  year  was  $38  billion!  And 
it's    rising.    Nobody    seems    to   worry 


about  that  in  the  U.S.  But  J  worry 
about  that  down  here  in  Argentina. 
Because  you  are  imposing  your  def- 
icit on  the  rest  of  the  world.  Your 
prices  go  up  and  up  and  up.  But  you 
are  not  necessarily  paying  higher 
prices  for  what  you  buy  from  us.  And 
you  are  destroying  the  best  currency 
in  the  world,  which  we  need.  .  .  . 

Until  you  stop  this  deficit  spending 
you  are  going  to  have  this  inflation. 
When  people  think  they  see  a  con- 
tinuing  high   rate   of   inflation,    they 


don't  invest  anymore.  And  that  is  start- 
ing to  happen  in  your  country.  You 
are  not  replacing  plant  and  equipment 
at  the  pace  necessary  to  maintain  full 
employment.  That  means  a  high  rate 
of  unemployment.  And  that  makes  it 
increasingly  hard  to  put  a  stop  to  def- 
icit spending,  because  you  have  to 
take  care  of  the  unemployed.  . .  . 

You  prefer  to  ignore  the  symptoms. 
You  are  in  a  state  of  euphoria  be- 
cause of  your  wealth.  You  forget 
you  must  continue  to  invest.  .  .  . 


THREE  CHEERS 

Gee,  what  do  you  know— the  wife  of  the  President  of 
the  United  States  is  a  real,  actual,  live  person.  She  thinks 
like  one,  acts  like  one,  talks  like  one. 

She  raised  four  young,  none  of  whom  seem  to  be  any 
worse  or  any  more  of  a  paragon  than  any  of  the  off- 
spring that  the  rest  of  us  have  raised.  Her  marriage,  after 
27  years,  seems  warm,  solid  and  happy  despite  27  years 
of  public  life. 


FOR  MRS.   FORD 

Don't  you  wonder  how  many  of  those  who  jumped  all 
over  Betty  Ford  when  she  indicated  tolerance,  under- 
standing and  love  if  her  daughter  confessed  to  an  affair 
(she  clearly  wasn't  advocating  such)  could  point  to  com- 
parable accomplishment  in  their  own  lives? 

Mrs.  Ford  suffers  pain  from  a  couple  of  most  painful 
ailments,  but  fortunately  she  doesn't  always  suffer  fools 
and  foolishness  silently. 


SPEECHES   AND  WRITING 

intended  for  Great  Occasions  often  merely  grate,  always  bore. 
Since  anything  most  of  us  have  to  say  is  unapt  to  achieve 
immortality,   we're   wiser   to   leave   Tablet   prose   to    Moses. 

AFRICAN  HEAD  TAKES   UP   KING'S   OFFER 


In  the  course  of  our  Arabic  travels,  one  minister  told 
us  a  true  tale  that  has  to  be  shared. 

The  Head  of  an  African  state,  who  literally  makes  the 
heads  of  any  internal  opposition  roll,  paid  an  official  visit 
to  the  King  of  the  minister's  country.  For  his  departure 
the  King  provided  a  707  from  the  country's  airline  and 
designated  our  minister  friend  to  be  at  the  African  Chief's 
disposal  for  the  trip. 

The  plane  was  no  sooner  airborne  than  the  honored 
guest  decided  he  wasn't  going  home  but  would  proceed 
to  visit  some  neighboring  capitals.  Knowing  his  King's  tem- 
per and  the  airline's  need  for  its  plane,  the  minister's  sug- 


gestions that  the  impromptu  tour  end  grew  firmer  with 
each  irrate  cable  from  home.  He  was  silenced,  though, 
when  the  Chief— to  whom  beheadings  were  a  way  of  life- 
reminded  the  minister  that  the  King  had  placed  said  min- 
ister at  his  disposal,  "and  if  you  aren't  quiet,  I'll  dispose 
of  you." 

After  about  three  weeks,  the  African  returned  home  and 
reluctantly  released  the  707.  "By  then,"  said  the  minister, 
"my  King  was  so  damn  mad  I  was  sure  I'd  face  a  firing 
squad  after  I  returned.  Fortunately,  His  Majesty's  ire 
cooled  when  he  got  our  plane  back,  but  he's  been  much 
more  careful  about  lending  it  to  other  heads  of  state." 


PROPERLY  ENTITLED? 

The    other    day    a    flattering    letter    arrived,    inviting  It  was  addressed  to  the  "Ediotr-in-Chiel. 

this    editor    to    be    a    keynote    speaker    at    an    affair    of  I  prefer  to  think  of  it  as  a  typographical   error  rather 

consequence.  than  a  description. 


ACCEPTING  BLAME   DUE 

before  it's  preferred 
sometimes  softens  the  penalty. 


ACCEPTING   BLAME 

when  it's  not  really  due 
sometimes  makes  the  point  better. 
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-Malcolm  S.  Forbes. 

Editor-in-Chief 


Other  Comments. 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F 


Meat  vs.  Bread 

Pigs    and   cows    and   chickens    and. 
people   are    all   competing   for   grain. 

—Margaret  Mead. 


#      #      * 


In  1970,  almost  a  third  of  all  the 
grain  consumed  in  the  world— and 
more  than  all  the  non-Communist  de- 
veloping countries  used  as  food  for 
people— was  fed  to  animals  in  de- 
veloped countries,  these  countries  in- 
cluding the  Soviet  Union,  fed  their 
livestock  on  wheat  and  rice  as  well 
as  on  the  traditional  "feed  grains," 
such  as  corn  and  oats. 

—Emma  Rothschild, 
The  New  Yorker. 

U.S.  Farm  Surpluses 

Russian  farmers  have  an  average 
productivity  between  20%  (Moscow 
statistics)  and  10%  (U.S.  statistics)  of 
their    American    counterparts.    Some 


31%  of  the  Soviet  work  force  is  em- 
ployed in  farming  compared  with  4% 
in  the  United  States.  The  U.S.S.R. 
invests  more  than  six  times  as  much 
as  the  U.S.A.,  proportionately,  in  ag- 
riculture. But  America  consistently 
produces  surpluses. 

— C.L.  Sulzberger. 

How  New  York  Won 

A  town  that's  trying  to  win  a  con- 
vention gets  its  cops  to  promise  they 
won't  start  any  riots,  its  firemen  to 
promise  they  won't  start  any  fires, 
and  its  garbagemen  to  promise  they 
won't  leave  garbage  in  the  streets! 

—Edward  Bennett  Williams, 

Treasurer,  Democratic  National 

Committee. 

See  Flashes?  Lie  Flat! 

After  due  statistical  research,  pro- 
fessional advice  has  come  from  the 
Johns    Hopkins    School    of    Medicine 


that  if  you  are  caught  in  the  open 
in  a  severe  thunderstorm,  in  addition 
to  obeying  Bing  [Crosby's  advice, 
"When  it  starts  to  thunder,  don't  run 
under  a  tree!"],  you  should  "cast 
away  fishing  rods  and  golf  clubs,  and 
even  your  umbrella.  Don't  run,  don't 
telephone,  don't  go  swimming.  .  .  . 

"Lie  flat  on  the  ground  in  the  open, 
preferably  on  a  rubber  raincoat." 
You  will  thus  lessen  your  chances  of 
being  struck  by  lightening— although 
the  resultant  bout  of  pneu- 
monia may  do  for  you  just  as  decisive- 
ly in  the  end. 

—Patrick  Ryan, 
Smithsonian. 

Alice  on  Teddy- 
Father  wanted  to  be  the  corpse  at 
every    funeral,    the    baby    at    every 
christening,   and   the   bride   at   every 
wedding. 

— Alice  Roosevelt  Longworth. 


ISN'T  IT  EXTRAORDINARY 

by  M.S.  Forbes  Jr. 


the    political     gambles     President 
Ford  continues  to  take? 

At  a  time  of  high  unemployment 
and  high  inflation,  he  still  doesn't 
hesitate  to  plump  for  more  tax 
breaks  for  business;  to  delay  a  de- 
cision on  individual  tax  cuts  for 
next  year;  to  let  the  Russians  buy 
enough  grain  so  that  opponents  can 
blame  the  sale— and  the  President 
—for  any  rise  in  food  prices;  to 
veto  popular  spending  bills;  to  raise 
tariffs  on  oil  imports;  to  go  to  the 
brink  on  oil  decontrol;  to  oppose 
excessive  government  regulation, 
including  consumer  protection,  etc. 

All  this  should  be  disastrous  for 
a  Republican.  The  President  is  go- 
ing squarely  against  the  political 
trends  of  40  years.  Yet  despite  his 
Gallups  up  and  down  the  popu- 
larity polls,  Mr.  Ford  is  a  very  via- 
ble candidate  for  '76. 

^'Recently  this  writer  interviewed 
the  President's  savvy  chief  of  staff, 
Donald  Rumsfeld,  and  I  asked  him 
how  the  President  could  win  next 
year  by  seeming  to  be  so  impolitic. 
He  replied,  "I  think  people  are  less 
likely  today  to  believe  the  politi- 
cian who  comes  charging  up  and 
says,  'I  can  solve  all  your  prob- 
lems.' We  went  through  that  in  the 
1960s,  and  the  achievement  was 
considerably  short  of  what  the 
hope  had  been. 

"The  President  did  not  provide 


this  country  with  the  present  un- 
employment and  inflation  rate,  and 
I  believe  people  have  a  sense  of 
that.  I  don't  think  the  President 
will  be  judged  against  a  standard 
that  he  is  all  powerful,  but  against 
a  reasonable  assessment  of  what 
the  reality  is,  that  you  have 
to  make  choices. 

"If  the  President  took  off  the 
wraps  and  told  Congress  to  do  any- 
thing it  wanted  on  spending  and 
the  deficit  went  to  $100  billion,  we 
would  really  generate  a  new  round 
of  inflation  which  would  be  fol- 
lowed by  an  even  worse  recession. 
That's  a  persuasive  argument  to 
people. 

"The  American  people  have  a 
good  center  of  gravity,  and  I  think 
they  have  reached  a  point  where 
they're  less  likely  to  be  appealed  to 
by  simplistic  solutions." 

As  for  the  President's  oft-ex- 
pressed belief  in  private  enterprise, 
Mr.  Rumsfeld  ^said,  "He  is  not  in- 
clined to  change  his  views  about 
the  importance  of  the  private  sec- 
tor simply  because  it  may  not  be 
first  in  the  popularity  polls  at  any 
given  moment." 

One  can  only  cross  his  fingers 
that  enough  voters  realize  that  our 
economic    and    energy    problems 
have  no  quick,  painless  solutions. 
»   *   * 

When  appointed  chief  of  staff— 


the  position  that  made  Haldeman 
so  powerful  and  feared— Donald 
Rumsfeld  was  described  as  ap- 
proachable, bright,  shrewd  and 
ambitious.  He  is  certainly  a  man 
who  keeps  his  feet  on  the  ground, 
who  doesn't  mistake  himself  for 
his  boss. 

"The  President  sets  the  tone, 
tempo  and  mood  at  the  White 
House.  If  any  different  number  of 
people  were  to  serve  in  this  post 
with  President  Ford,  the  White 
House  would  be  very  much  the 
same,"  he  said  in  reply  to  my  ques- 
tions about  his  power  and  his  own 
thinking. 

"It's  important  to  appreciate  that 
the  individual  who  serves  here  is 
hired  by  the  President,  is  retained 
by  the  President,  is  guided  by  the 
President.  The  importance  of  what 
I  think  is  minimal  relative  to  what 
the  President  thinks.  What  I  or 
anybody  else  would  like  him  to  be 
is  not  half  as  important  as  what 
he  wants  to  be." 

As  for  someday  running  for  pub- 
lic office  again  on  his  own,  Rums- 
feld said,  "I  have  never  lost  my 
interest  in  possibly  running  for  pub- 
lic office  again.  I  suppose  I  hope 
at  some  point  there  will  be  an  op- 
portunity to  do  it,  but  I'm  in  no 
hurry.  If  the  opportunity  doesn't 
come,  I'm  sure  there  will  be  other 
interesting  things  to  do  in  life." 
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How  and  where  fuel  is  consumed  is  a  question  no  one  takes  lightly  these  days. 

Here's  the  business  jet  series  which  answers  that  question.  Learjet  35  and  Learjet  36. 

They  use  less  fuel  per  mile  flown  than  any  business  jet  available. 

So  why  burn  more  fuel  than  you  have  to? 

The  fuel-saver's  business  jet  buying  guide 

Fuel  consumed  in  1 ,500-mile  flight,  4  passengers,  high  speed  cruise  at 
typical  cruise  altitude,  with  45-minutes  reserve  fuel  on  landing.  Based  on 
manufacturer's  published  performance  and  weight  data.  Time  en  route  for 
Learjet:  2  hrs.,  54  min.  Gulfstream  II:  2  hrs.,  53  min.  All  other  aircraft  are 
slower. 


Learjet 


Falcon  10 


Citation* 


519  gallons 
568  gallons 
586  gallons 

805  gallons 

933  gallons 

1,102  gallons 
1,156  gallons 


Sabre  60 


Falcon  F 


Westwind  1123 


Fuel  saved  via  Learjet 
up  to  1,197  gallons** 


BH  125-600 


Jet  Star-8 


1,642  gallons 
1,716  gallons 


Grumman  Gil 


Requires  fuel  stop 
"*...or  $754  per  1,500  mile-trip  flown,  based  on  fuel  at  630  per  gallon. 

For  details  on  the  entire  family  of  energy-saving,  high-performing, 
economical  Learjets  call  Bob  Wolin,  vice  president  -  domestic  marketing.  His  number  is 
(316)  722-1100.  Gates  Learjet  Corporation  /  P.O.  Box  1280, 
Wichita,  Kansas  67201  /  New  York  /  Chicago  /  Dallas  /  Denver  /  Geneva  ft  EST0' 


Gates  Learjet 

Builder  of  the  world's  largest  business  jet  fleet. 


Forbes 


eXXXon? 

When  whiskey  is 
cheaper  than  gas, 
mass  transportation 
may  have  a  chance. 

In  1876  Nikolaus  August  Otto  in- 
vented the  four-cycle  engine  to  run 
on  it.  Iowa  farmers  who  couldn't  un- 
load it  otherwise  burnt  it  in  their 
Fords  during  the  Depression.  Indeed, 
both  European  cars  and  their  drivers 
consumed  huge  quantities  of  it  before 
World  War  II.  Yet  burning  bourbon 
in  your  auto  engine  never  quite 
caught  on.  The  reason,  of  course:  Gas 
was  always  cheaper. 

Until  1973,  that  is.  Now  ethanol, 
the  stuff  of  which  the  DTs  are  made, 
is  staging  a  comeback  as  its  price 
drops  toward  the  rising  price  of  gaso- 
line. This  is  nothing  but  good  news 
for  teetotaling  farmers  who  live  in  the 
puckerbrush.  It  may  be  less  cheering 
for  hard-drinking  executives  who  live 
in  the  suburbs. 

More  precisely,  it  is  grain  alcohol 
— 200-proof  white  lightning  brewed 
from  corn  or  wheat— that  is  coming 
into  its  own.  Synthetic  ethanol, 
cracked  from  crude  oil  for  industrial 
purposes  ranging  from  soap  to  drugs 
to  enamel,  has  always  been  price* 
pegged  to  oil— thus  cheaper  in  the 
past  than  the  "real"  thing. 

So  main  a  Farmer's  lobbyist  burned 
his  alcohol  lamp  late  to  keep  the  syn- 
thetic stun  banned  for  human  con- 
sumption. It  wouldn't  do  to  tempt 
some  distiller  to  substitute  the  cheap- 
er oil-based  stuff  for  good  grain  spirits. 
It's  just  as  well.  Who  would  want  to 
drink  12-year-old  Arabian?  Or  Royal 
Iranian. special  reserve? 

The  way  the  price  of  oil  is  go- 
ing these  days,  this  danger  may  no 
longer  prevail— even  theoretically.  His- 
torically, 12  gallons  of  gasoline  trad- 
ed for  a  single  gallon  of  alcohol 
refined  from  corn  or  wheat.  Today, 
gas  is  about  30  cents  a  gallon  (whole- 
sale-, before  taxes),  while  the  natural 
stuff  (grain  alcohol)  fetches  $1.45  a 
gallon.  Tomorrow,  who  knows?  You 
max  be  putting  the  same  tiger  in  your 
car's  tank  as  in  your  own. 

Folks  in  Nebraska  already  are,  in  a 
limited  way.  A  state-sponsored  gas 
station  in  Holdredge  peddled  a  90? 


10%  mixture  of  gas  and  alcohol,  called 
"gasohol"  to  long  lines  of  motorists 
for  a  nickel  a  gallon  more  than  straight 
unleaded  gasoline.  (A  3-cent  tax 
break  for  gasohol  helps.)  Since  cus- 
tomers get  something  like  1%  better 
mileage  (plus  better  starts  in  win- 
ter), the  price  of  gasohol  is  about  the 
same.  Engine  wear  and  exhaust  emis- 
sions check  out  so  far  as  no  worse 
than  with  plain  gas. 

More  to  the  point,  the  architect  of 
the  Nebraska  program,  Dr.  William 
A.  Scheller,  thinks  he  can  slash  the 
price  of  grain  alcohol  to  perhaps  as 
low  as  85  cents  a  gallon,  or  a  level 
comparable  to  the  price  of  the  syn- 
thetic stuff.  Distillers  now  separate  a 
56-pound  bushel  of  corn  into  about 
2Y>  gallons  of  alcohol  and  about  17 
pounds  of  bad-tasting  eattle  bed 
worth  about  a  nickel  or  so  a  pound. 
Scheller  believes  he  can  squeeze  a 
couple  of  pounds  of  superhigh  pro- 
tein flour,  suitable  for  humans,  at 
about  50  cents  a  pound  out  of  the 
process  as  well. 

No-Lead  Jack  Daniels? 

Even  so,  "gasohol"  is  no  "solution" 
to  the  energy  crisis.  Exxon  is  not  about 
to  market  a  vodka,  any  more  than 
Jack  Daniels  is  planning  to  open  a 
string  of  gas  stations  around  Tennes- 
see. World  intoxicant  consumption  is 
something  like  4  billion  gallons  an- 
nually; the  U.S.  alone  burned  101  bil- 
lion gallons  of  gas  last  year. 

The  ruffles  and  flourishes  about  ex- 
otic fuels  are  just  that  so  far,  the 
soundings  that  accompany  a  fashion- 
able topic.  Dr.  Alfred  Globus  is  regal- 
ing investors  with  tales  of  a  new  fuel 
that  combines  water,  gas  and  waste 
sugar  cane.  (Another  of  his  over-the- 
counter  outfits  was  last  heard  from 
peddling  an  anticancer  drug.)  A  new- 
round  of  newspaper  stories  is  due 
soon,  since  General  Motors'  annual 
symposium  next  month  is  devoted  to 
alternative  fuels.  "And  if  you  print 
that  in  Forbes,  I'll  be  so  busy  answer- 
ing letters,  I  won't  have  time  to  run 


the  conference,"  says  top  GM  fuel 
and  lubricant  man  Joseph  Colueci. 

So  why  are  we  telling  all  this?  Con- 
sider it  a  little  Chautauqua  lecture  on 
the  unseen  connectedness  of  things— 
and  the  difficulty  of  recognizing  that 
connectedness.  Like  when  Henry 
Ford  mass-produced  cars,  little  did  he 
dream  that  he  was  paving  the  way  for 
the  resurgence  of  Arab  power  through 
American  greed  for  gasoline.  The  con- 
nections are  there,  but  what  human 
mind— or  computer,  for  that  matter— is 
powerful  enough  to  grasp   them  all? 

The  moment  when  grain  alcohol 
can  compete  economically  with  the 
oil-based  stuff  is  still  far  off.  Union 
Carbide  figures  corn  would  have  to 
drop  to  $1  from  $3  a  bushel  and 
ethylene  climb  to  15  cents  a  pound 
from  its  present  9  before  they  were 
interchangeable.  Not  likely  soon  but 
not  impossible  either. 

Crude  oil  will  some  day  run  out. 
More  than  half  of  crops  like  corn  and 
sorghum— a  potential  source  of  alco- 
hol—are left  lying  in  the  fields.  No 
time  soon,  but  inevitably  in  the  future, 
lies  the  magic  moment  when  the  price 
curses  of  gasoline  and  corn  likker  in- 
tersect. It  is  a  moment  to  conjure  with, 
because  then,  if  we  drive,  we  will  in 
fact  no  longer  drink.  Again,  the  con- 
nectedness of  things.  Again,  the  un- 
foreseeable consequences  of  things. 

Once  grain  alcohol  is  usable  for 
chemicals,  a  fingernail  polish  craze  in 
China  w  ould  driv  e  up  whiskey  prices 
in  Glasgow,  corn  prices  in  Chicago, 
gas  prices  in  Berlin,  bread  prices  in 
Surabaya,  beef  prices  in  Bilbao. 

At  the  center  of  the  energy  crisis, 
then,  is  an  old,  familiar  question: 
"What'll  it  be,  bub?"  But  we  don't 
mean  do  you  want  scotch  or  bourbon. 
We  mean  that  in  this  world  there  is  a 
price  for  everything. 

If  we  burn  so  much  oil  that  we 
owe  money  to  the  Arabs,  then  we'll 
have  to  sell  wheat  to  the  Russians 
to  pay  for  it.  You  want  to  drive 
your  car?  You'll  have  to  pay  more  for 
bread.  Self-sufficiency,  anyone?  ■ 
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Worth  It? 


In  the  hand-held  calculator  market,  Texas  Instruments  has 
a  tiger  by  the  tail.  Question:  Will  it  come  home 
with  a  moth-eaten  skin? 


It  was  like  crying  "shark!"  on  a 
crowded  beach  or  "tiger"  in  a  jungle 
village  when  Texas  Instruments  an- 
nounced that  it  was  entering  the 
hand-held  calculator  market  in  June 
1972.  TI  was  famous  for  initiating 
the  jungle  tactics  that  had  triggered 
periodic  bloodbaths  in  the  integrated 
circuits  industry.  Even  giants  like 
General  Electric,  Raytheon  and  Phil- 
co-Ford  had  retired  from  the  scene, 
leaving  a  trail  of  red  ink. 

Attacking  as  usual  with  a  barrage 
of  new  models  and  aggressive  price- 
cutting,  TI  has  since  seized  one-third 
of  the  $700-million  consumer  cal- 
culator market.  In  the  process,  Bow- 
mar  Instrument— a  former  TI  cus- 
tomer—dropped into  Chapter  11 
bankruptcy    proceedings. 

Even  with  the  price-cutting,  Texas 
Instruments  managed  to  make  good 
money  in  calculators— until  last  quar- 
ter, that  is.  At  that  time  TI's  calcula- 
tor division  lost  $16  million.  Most  of 
that  loss  was  almost  certainly  due  to 
inventory  write-downs  and  write-offs. 
Just  in  the  past  eight  or  nine  months, 
TI  has  been  forced  to  stop  production 
on  16  technically  obsolete  and  over- 
priced models.  Some  analysts  predict 
that  even  more  of  its  12-model  line 
may  have  to  be  phased  out  soon, 
which  could  cause  further  inventory 


write-downs  in  the  second  half. 

What  has  happened  is  this:  TI  is 
fighting  as  hard  as  ever;  but  the  com- 
petitors are  fighting  back— and  hard. 
In  the  past  two  years,  Texas  Instru- 
ments has  replaced  three  top  man- 
agers in  its  calculator  division,  and 
J.  Fred  Bucy,  TI's  chief  operating  of- 
ficer, reportedly  has  virtually  been 
running  the  division  himself. 

The  hand-held  calculator  market 
has  looked  like  quite  a  prize.  It  has 
grown  from  nothing  to  $700  million 
in  just  four  years.  As  recently  as  1971, 
virtually  all  of  the  measly  17,000 
hand-held  calculators  sold  in  the  U.S. 
and  Europe  were  manufactured  by 
Bowmar,  which  became  a  very  hot 
stock  indeed.  Texas  Instruments  fur- 
nished the  integrated  circuits  upon 
which  the  machines  were  based. 

Two-Faced  TI? 

Then,  surprise!  In  September  1972, 
TI  came  out  with  a  pocket  model  of 
its  own.  It  was  priced  at  $119  while 
Bowmar  had  been  selling  its  machines 
at  $149  and  more.  Bowmar  had  to 
meet  the  new  prices  but  was  handi- 
capped because  its  dependence  on 
TI  made  it  a  higher  cost  producer. 
Prices  sank  as  low  as  $45,  and  by 
February  of  this  year  Bowmar  was 
bankrupt.     Bowmar    has     filed     suit 


against  TI  claiming  that  TI  promised 
its  good  customer  that  it  wouldn't  go 
into  competition  with  it.  Bowmar  says 
there  was  "deceit."  TI  only  says  the 
Bowmar  suit  is  "without  merit." 

However,  while  Bowmar  was  sink- 
ing, other  competitors  fought  back. 
National  Semiconductor,  for  example, 
gained  a  technological  edge  in  Sep- 
tember 1973  by  bringing  out  the  first 
machine  that  could  run  off  a  nine-volt 
'  flashlight-type  battery.  The  price  then 
was  $39.95;  the  same  machine  now 
sells  for  $9.95. 

Instead  of  locking  horns  immediate- 
ly with  a  proven  competitor,  TI  ap- 
parently decided  to  go  after  the  high- 
priced  end  of  the  market,  then  domi- 
nated by  Hewlett-Packard's  HP  35, 
priced  at  $395.  To  do  so,  TI  priced 
its  competitive  machine  at  $169.95, 
later  marking  it  down  to  $124.  "They 
cut  prices  on  the  high  end  so  quickly 
it  didn't  seem  to  make  sense,"  says 
Duke  Castle,  marketing  manager  of 
HP's  calculator  division.  In  the  end, 
Hewlett-Packard  came  out  with  a 
$125  machine  that  is  in  some  ways 
more  advanced  than  TI's. 

The  fight  keeps  getting  hotter. 
Both  Rockwell  International  (which 
had  been  a  calculator  component  sup- 
plier and  a  manufacturer  of  non- 
branded  calculators  before  entering 
the  market  last  year)  and  National 
Semiconductor  had  four-five  function 
(add,  subtract,  multiply,  divide  and 
calibrate  percentages)  machines  in 
the  $20-to-$30  range  as  early  as  1974. 
These  now  sell  for  under  $20.  So  TI 
was  playing  catch-up  when  it  intro- 
duced its  1200,  at  $25,  in  the  second 
quarter  of  1975  and  its  1250,  at  $25, 


The  Great  Potato-Chip  War 


P&G  is  betting  $100  million  consumers  will  pay  extra  for  a  little  more  convenience. 


Who  among  the  great  American  con- 
suming public  has  not  at  one  time  or 
another  felt  that  keen  pang  of  disap- 
pointment that  comes  with  finding 
broken  potato  chips  in  that  cellophane 
bag  he  just  brought  home?  And  who 
has  not  experienced  the  bitter  frus- 
tration of  discovering  that  those  bro- 
ken chips  have  become  stale  and  are 
not  crisp  several  days  later? 

So  what?  So  plenty— to  $6-billion 
(sales)  Procter  &  Gamble.  After  all, 
Americans  munch  $1.3  billion  worth 
of  potato  chips  every  year.  Not  to 
mention  another  $443  million  in  close- 
ly related  snacks  like  pretzels  and 
corn  chips. 

So  it  was  that  in  1968  P&G  came 
to  the  aid  of  potato-chip  fanciers  with 


Pringles.  At  last,  chips  of  uniform 
size  and  shape  stacked  neatly  in  a 
foil-lined  tennis-ball  can!  Of  course, 
they  are  made  out  of  dehydrated  po- 
tato mash  and  mixed  with  mono-  and 
di-glycerides  and  butylated  hydroxy- 
anisole— as  competitors  are  quick  to 
point  out.  But  progress  does  not  come 
without  its  cost. 

It  has  been  a  costly  undertaking  for 
P&G.  Says  a  foods  consultant:  "P&G 
took  at  least  ten  years  to  develop  the 
process  for  making  the  fabricated 
chip  and  the  costly  packaging.  Their 
highly  automated  Tennessee  chip 
plant  is  one  of  the  largest  single- 
product  food-processing  plants  in  the 
world.  Marketing,  development  and 
manufacturing  costs   brought   the   in- 


vestment to  some  $70  million,  and 
that's  before  they  built  a  second, 
smaller  plant  in  North  Carolina." 

Since  1968  Pringles  has  captured 
13%  of  the  total  market,  and  the 
shiny  red  cans  have  been  shipped  to 
only  60%  of  the  possible  market  area. 
That  makes  P&G  the  third-largest 
"chipper"  (as  producers  call  them- 
selves), right  behind  Wise  Potato 
Chips  (Borden)  and  front-runner 
Frito-Lay  (PepsiCo). 

Things  have  not  been  easy  for  the 
chippers  recently.  The  cost  ol  DO 
tatoes  and  vegetable  oils  has  been 
soaring  for  the  past  18  months,  so 
they  had  to  raise  their  prices  30% 
last  year.  That  still  didn't  offset  cost 
increases,    but   they   didn't    dare    raise 


24 


FORBES,   SEPTEMBER   15,    1975 


shown  first  at  June's  Consumer  Elec- 
tonics  Show. 

But  even  if  TI  does  walk  off  with 
the  biggest  piece  of  the  market,  yet  an- 
other question  remains.  Jerome  Was- 
serman,  a  calculator  market  analyst, 
for  Arthur  D.  Little,  points  out  that 
TI  is  dedicated  to  the  so-called  Boston 
Consulting  Group  philosophy.  Put 
simply,  this  calls  for  constant  price- 
cutting— to  knock  out  weaker  com- 
petitors and  build  the  size  of  the  mar- 
ket. As  prices  drop,  volume  goes  up 
and  manufacturing  costs  go  down  for 
those  with  the  biggest  market  share. 
The  survivors  end  up  in  profitable 
possession  of  a  much  bigger  market; 
the  customers  benefit  from  cheaper 
machines.  Only  the  losers  suffer. 

However,  consultant  Wasserman 
wonders  whether  the  strategy  will 
work  in  hand-held  calculators.  "The 
problem  in  the  calculator  field  is  that 
the  average  selling  price  has  finally 
gotten  to  the  point  where  it  is  de- 
creasing faster  than  unit  volume  is 
increasing." 

Another  industry  expert  figures  the 
calculator  market  peaked  in  1974  at 
$700  million  and  will  drop  back  to 
$650  million  this  year  and  to  $600 
million  by  1976. 

"Becoming  a  dominant  factor  in  a 
degenerating  market,"  says  Wasser- 
man "is  like  becoming  the  nation's  big- 
gest buggy  whip  manufacturer." 

And  what  does  J.  Fred  Bucy  have 
to  say  about  all  this?  The  usually 
communicative  company  refuses  to 
give  more  than  name,  rank  and  serial 
number  these  days.  "Talk  to  us  in 
the  fourth  quarter,"  a  spokesman  says. 

Says    Kent    Logan,    semiconductor 


analyst  for  H.C.  Wainwright:  "The 
TI  line  was  expanded  willy-nilly. 
Not  until  National  and  Rockwell  ini- 
tiated aggressive  marketing  programs 
early  this  year  did  TI  realize  that  it 
had  a  serious  problem— namely,  its  de- 


signs did  not  allow  it  to  compete  on  a 
price-effective  basis." 

Throughout  the  battle,  there  were 
signs  that  Texas  Instruments  was  not 
functioning  at  its  usual  high  level  of 
efficiency.  Men  who  know  the  com- 
pany well  attribute  the  situation  to 
the  serious  illness  last  year  of  Presi- 
dent Mark  Shepherd  Jr.  which  left 
Bucy  without  much  help  in  making 
the  top  decision.  Shepherd  now  is 
back,  but  Bucy  is  still  apparently  call- 
ing the  tune  in  calculators. 

By  hitting  hard  with  TV  advertis- 
ing, TI  succeeded  in  establishing  a 
strong  brand  image,  but  its  relation- 
ships with  retailers  were  not  always 
smooth.  Especially  since  Texas  Instru- 
ments offers  store-owners  no  protec- 
tion when  it  introduces  a  new,  cheap- 
er model.  Analysts  attribute  this  to 
the  company's  relative  lack  of  experi- 
ence in  the  consumer  products  field. 

In  spite  of  all  this,  Texas  Instru- 
ments appears  to  be  a  likely  winner 
in  calculators.  Problems  or  no,  the 
board  seems  satisfied  with  the  job 
Bucy  did  and  he  still  appears  to  be 
slated  for  the  chief  executive  slot 
when  Chairman  Patrick  Haggerty 
reaches  mandatory  retirement  age 
next  March  and  Shepherd  moves  up 
to  chairman. 

One  reason  executives  are  not  com- 
municative now,  of  course,  is  that  TI 
is  accustomed  to  talking  about  prof- 
its, not  about  losses.  Earnings  were 
down  by  nearly  50%  in  the  first  half, 
thanks  largely  to  calculator  losses, 
and  there  may  be  further  losses  in 
the  division.  It  may  be  the  fourth 
quarter  at  least  before  TI  has  much 
to  talk  about  again.  ■ 


prices  any  further— for  the  first  time 
ever,  consumption  actually  lost  its  us- 
ual 3%  to  5%  yearly  growth.  Instead, 
it  dropped  more  than  5%.  And  now 
P&G,  with  its  legendary  advertising 
and  shelf-space  clout,  was  breathing 
clown  the  industry's  neck. 

Already  several  regional  food  com- 
panies, according  to  one  chipper, 
have  sold  their  potato-chip  operations 
because  once-fat  profit  margins  have 
fallen   from   around   4%   at   the   peak 


to  little  more  than  1%  of  sales. 

The  survivors  are  fighting  hard  to 
stem  P&G's  invasion— for  example,  Chi- 
cago-based Jays  Foods  Inc.,  which  has 
over  80%  of  the  Windy  City's  chip 
market.  Says  President  Leonard  Japp 
Sr.:  "I  hit  back  hard  with  advertising. 
I  told  the  public  Pringles  are  not  the 
real,  fresh  thing,  like  Jays.  It's  loaded 
with  preservatives.  That's  not  what 
consumers  want  today."  Japp  also 
gives  grocers  margins  of  25  cents  on 


every  $1  of  potato-chip  sales,  besting 
P&G's  15  cents  to  17  cents. 

So  far,  it  has  worked.  Pringles  has 
captured  only  5%  or  so  of  the  Chicago 
market.  Now  other  producers,  like 
Wise,  are  following  suit  by  attacking 
P&G's  product  and  giving  retailers 
better  margins.  Meanwhile,  other 
stout-hearted  chippers,  like  Frito-Lay 
and  Laura  Scudder  (Pet  Inc.)  have 
come  out  with  Pringles  me-toos  in 
tennis-ball  cans. 

Will  Pringles  run  off  with  nearly 
half  of  a  $2-billion  chip  market  by 
1984,  as  one  industry  consultant  pre- 
dicts? Will  P&G  move  into  corn  chips, 
cheese  doodles  and  the  like?  Maybe, 
but  it  might  be  wise  to  ask  another 
question:  How  much  is  the  inflation - 
pinched  American  consumer  willing 
to  pay  for  a  little  more  convenience? 
Pringles  sell  for  about  10%  more  than 
old-fashioned  potato  chips  and  for 
three  times  as  much  as  nine  ounces  of 
real,  honest-to-goodness  potatoes.   ■ 
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Revlon  After  Revson 


Charles  Revson  is  dead.  To  keep  his  $606-million 
cosmetics  and  drug  empire  growing,  his  successor  will  need 
the  business  skills  of  a  Harold  Geneen  and  the  creative  genius  of 
Revson  himself.  Michel  Bergerac,  it's  your  move. 


Explosive  Charles  H.  Revson,  the 
late  cosmetics  king,  and  urbane  Mi- 
chel Bergerac,  the  outsider  who  is 
succeeding  Revson  as  head  of  giant 
Revlon,  contrast  like  the  most  fiery 
red  lipstick  and  the  most  subtle  rouge. 
Revson  was  a  tough-talking  domi- 
neering entrepreneur  who  couldn't  re- 
sist arching  his  eyebrow  "like  a  hawk" 
and  looking  down  his  nose  at  com- 
petitors and  colleagues  alike.  When 
Gulf  &  Western's  Charles  Bluhdorn 
bought  a  cosmetics  company,  Revson 
laughed  and  told  him:  "If  you  come 
in   my   ball   park,   I'll   kick   your  ass." 

bergerac,  43.  is  a  smooth  French- 
born  business  scholar,  educated  at 
the  Sorbonne,  Cambridge  and  UCLA, 
who  is  full  of  compliments  and  good 
cheer.  The  former  head  of  ITT  Eu- 
rope, who  joined  Revlon  only  one 
year  ago,  says:  "You  can  lead  peo- 
ple .  .  .  [by  scaring]  the  hell  out  of 
them.  But  I  don't  think  that's  right." 

Today,  only  three  weeks  after  Rev- 
son's  death,  the  $606-million  (sales) 
Revlon  empire,  built  by  that  one 
man's  taste  and  drive,  is  at  an  obvious 
tinning  point.  The  king  is  dead;  his 
successor  must  prove  himself. 

Even  if  there  weren't  such  striking 
contrasts  between  an  instinctive  op- 
erator like  Revson  and  an  educated, 
professional  manager  like  Bergerac, 
big  questions  could  be  raised  about 
Revlon  after  Revson:  Will  Revson's 
seasoned  executives  work  as  effective- 
ly under  Bergerac?  Will  the  one-man 
show  be  molded  successfully  into  a 
multinational  organization? 

Put  another  way:  Will  the  old  flair 
survive  the  new  technique? 

Revson's  32-year-old  son  John, 
w  ho  is  staying  on  as  a  vice  president, 
says  the  company  will  make  it.  And 
he  cites  an  interesting  reason.  He  says 
that  for  all  their  surface  differences, 
deep  down  his  father  and  Bergerac 
were  very  much  alike. 

"Bergerac  and  my  father  had  a  sort 
of  simpatico,"  says  John,  "Nobody 
else  saw  things  the  same  way  as  my 
father.  That's  why  we  didn't  have  a 
president  for  so  long.  But  Michel  and 
he  thought  very  much  alike." 

What  the  young  Revson  means  is 
that  the  heavy-smoking  Frenchman 
apparently  sha.  the  same  toughness 
and  uncompromising  drive  to  win  that 
made  Revson  legendary.  During  the 
12  months  that  Bergerac  ran  Revlon 


while  Revson  lay  ill,  far  from  being 
unsure  of  himself  as  a  newcomer,  Ber- 
gerac chaired  executive  meetings 
with  a  firm  hand  and  reduced  the 
payroll  by  500  employees  to  cut  costs. 
So  far  he  has  retained  all  the  key  ex- 
ecutives, partly  by  buying  their  loyal- 
ty with  promises  of  huge  bonuses. 
Paying  high  wages  is  an  old  Revson 
trick.  At  least  a  dozen  executives  earn 
over  $100,000  a  year.  As  one  writer 
put  it:  "Revson  believed  the  best  man 


An       Entrepreneur's       Epitaph: 

Some  1,600  persons  at  the  New 
York  funeral  services  for  Rev- 
Ion's  Charles  Revson  last  month 
heard  ex-Judge  Simon  Rifkind 
say:  "His  great  virtue  was  his 
reach  for  perfection;  and  [it 
was]  his  great  deficiency." 


is  the  bought  man."  Apparently,  his 
successor  agrees. 

Cosmetics  is  perhaps  the  world's 
second  oldest  business.  The  earliest 
recorded  use  of  cosmetics  dates  to 
ancient  Egypt,  where  women  painted 
their  cheeks  and  lips  red  to  suggest 
the  flushed  look  that  comes  naturally 
when  females  (and  males)  are  sexual- 
ly aroused.  However,  two  millennia 
later  when  Revson  and  Revlon  came 


along,  nearly  all  the  sex  was  out  of 
.  the  business.  Cosmetics  w  ere  sold  as 
"good  grooming,"  much  like  wearing 
gloves.  As  a  man  (indeed,  a  three- 
times  divorced  ladies'  man)  in  an  in- 
dustry dominated  by  women,  Revson 
merely  did  what  was  natural.  He  sold 
the  sizzle  of  sex,  along  with  the  steak 
of  a  good  product.  In  the  process, 
he  revolutionized  cosmetics  marketing 
and  built  Revlon  from  a  Sl-million 
nail-polish  company  in  1939  into  the 
General  Motors  of  cosmetics,  second 
only  to  Avon  Products  in  size.  Few 
stocks  sell  for  18  times  last  year's 
earnings;  Revlon  is  one  of  them. 

Nails  To  Riches 

Revson  started  with  nothing.  The 
son  of  an  immigrant  Jewish  cigar 
packer,  Revson  grew  up  poor  in  Man- 
chester, X.H.,  and  then  went  to  work 
selling  nail  polish  in  New  York.  In 
1932,  in  the  depths  of  the  Depres- 
sion, he,  his  older  brother  Joseph  and 
chemist  Charles  Lachman,  who  con- 
tributed the  "1"  in  Revlon,  pooled 
their  talents.  Lachman  borrowed 
$300  and  they  started  peddling  their 
own,   improved   opaque   nail   enamel. 

Revson,  then  only  26,  brushed  aside 
obstacles.  He  didn't  have  enough  cap- 
ital, so  he  borrowed  from  loan  sharks. 
He  couldn't  afford  to  advertise,  so  he 
sold  directly  to  beauty  salons,  often 
showing  up  with  his  own  fingernails 
painted  with  the  different  Revlon  col- 
ors. Gradually,  he  built  up  a  near 
monopoly  in  the  salons.  Then  he 
added  lipsticks  and  branched  out  to 
department  stores  and  higher  quality 
drugstores.  From  the  beginning  he 
shunned  cut-rate  stores;  he  sold 
"quality"  products  at  premium  prices. 
Looking  back  years  later,  Revson 
said:  "I  was  scared  .  .  .  but  I  wanted 
to   be   somebody   so   I    worked    at    it. 

Revson  showed  his  marketing  flair 
almost  immediateh.  While  his  com- 
petitors offered  nail  enamels  with 
drab  descriptive  names  like  dark  red 
and  light  red,  Revlon  sold  suggestive 
Fatal  Apple  and  Kissing  Pink.  Then, 
in  1939,  Revson  presented  nail  enamel 
and  lipstick  in  identical  shade,  under 
the  catch-phrase  of  "matching  lips 
and  fingertips."  Coty  actually  came 
up  with  the  phrase  first,  says  lt<\ 
son's  old  buddy  Richard  Salomon. 
founder  of  Squibb's  Lanvin-Charles 
of  the  Ritz.  But  Revson  stole  it  From 
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under  their  noses  and  made  it  his 
own  with  superior  execution.  In  an 
industry  where  everybody  has  color 
sense,  Revson  was  a  color  genius.  His 
colors  were  sharper,  more  imagina- 
tive and  more  fashionable.  So  were 
his  descriptive  phrases. 

After  World  War  II,  with  Revlon 
once  and  for  all  No.  One  in  both  nail 
polish  and  lipstick,  Revson's  four-color 
magazine  advertising  turned  down- 
right steamy.  "Charles  had  the  vision 
that  a  woman  had  a  dissatisfaction 
within  herself,"  says  Paul  Woolard, 
Revlon's  long-time  marketing  chief. 
"She  aspired  to  be  something  other 
than  .  .  .  the  Good  Mother,  the  Good 
Wife,  the  Obedient  Servant."  As  Rev- 
son  saw  it,  she  wanted  to  be  sexy. 
Instinctively,  Revson  anticipated  the 
sexual  revolution.  Sex  wasn't  some- 
thing to  hide  in  the  closet;  sex  was 
something  to  embrace.  A  competitor 
says  sourly:  "Charles  Revson  thought 
that  every  woman  secretly  wanted 
the  excitement  of  being  the  mistress  in 
the  Fifth  Avenue  apartment;  his  ad- 
vertising reflected  it." 

The  woman  who  wrote  most  of 
those  early  ads,  now  retired  Kay 
Daly,  tends  to  agree.  While  the  com- 
petition was  pushing  the  girl  next 
door,  Revlon's  "chic  mistresses"  nearly 
bordered  on  bad  taste.  Says  Daly: 
"The  look  of  the  girls  was  frankly 
'come  on.'  "  She  adds:  "Women  want 
a  little  immoral  support.  We  told 
them  there  will  be  more  kick  in  your 
life,  in  bed  and  out." 

Everybody  got  the  message.  The 
promises  were  illicit— and  sometimes 
explicit.  There  was,  for  example,  a 
47-second  television  ad  for  Intimate 
perfume  with  no  dialogue— just  a  gor- 
geous couple  kissing. 

Revlon's  competitors  never  quTte 
caught  on.  For  example,  when  Revlon 
sold  its  Touch  &  Glow  liquid  make- 
up with  the  line:  "Now  the  fab- 
ulous flattery  of  candelight  captured 
in  a  face  makeup,"  Coty  countered  by 
offering  the  "natural  look"  at  a  time 
when  "natural"  meant  how  you  looked 
the  first  thing  in  the  morning. 

"Charles  Revson  knew  more  about 
women  than  the  legendary  lovers  of 
history— Casanova,  King  Farouk,"  says 
hip  adman  Jerry  Delia  Femina.  "They 
spent  millions  on  them,  while  he 
made  millions  from  them." 

In  1955,  luck  rocketed  the  company 
from  the  clouds  into  the  stratosphere. 
Revson  reluctantly  agreed  to  sponsor 
a  new  CBS-TV  program.  After  watch- 
ing the  first  show,  he  was  really  up- 
set: "It's  a  turkey."  He  was  wrong. 
The  $64,000  Question  was  a  phenom- 
enon. From  1954  to  1959,  when  the 
quiz  show  scandals  ended  the  pro- 
gram, Revlon's  sales  quadrupled  (to 
$125     million);     earnings     increased 
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eight  times    (to  $10.8  million). 

Perhaps  even  more  important  than 
his  marketing  flair,  Revson  demanded 
that  whatever  he  was  involved  with 
must  be  the  best.  Charles'  younger 
brother  Martin,  who  joined  Revlon  in 
1934,  recalls  that  from  the  beginning, 
"the  main  emphasis  was  on  quality, 
always  quality."  He  adds  with  a 
chuckle:  "We  had  a  slogan  that  we 
used  to  take  back  more  merchandise 
than  Elizabeth  Arden  shipped." 

Revson  hired  the  industry's  only 
full-time  certified  dermatologist,  es- 
tablished one  of  the  first  research  cen- 
ters, refused  to  introduce  countless 
products  that  didn't  satisfy  him  per- 
sonally and  once  even  held  back  a 
promising  skimmed-milk  facial-treat- 
ment line  until  it  was  100%  fat  free. 

Off  With  Their  Hair! 

Sometimes  his  perfectionism  slipped 
over  the  line.  A  former  personnel  man 
told  Fortune  magazine  that  in  the 
1950s  every  time  the  Revlon  offices 
were  redecorated,  Revson  wanted  to 
replace  the  receptionists  with  new 
ones  whose  hair  matched  the  decor. 

Such  autocratic  drive  took  an  in- 
evitable toll  on  subordinates.  One  was 
quoted  as  saying:  "He  chewed  up  ex- 
ecutives the  way  some  people  chew 
vitamins."  Around  the  time  Revlon 
went  public  in  1955,  Revson's  two 
brothers,  Joseph  and  Martin,  left  on 
bad  terms.  Martin  later  sued  to  collect 
more  money  for  his  Revlon  shares. 
The  suit,  which  charged  Revson  with 
fraud,  was  settled  out  of  court,  re- 
portedly for  $300,000.  Charles  and 
Martin  remain  estranged  for  11 
years,  until  Joseph  died,  but  became 
very  close  during  Charles'  last  years. 

Even  when  Revson  was  pleased,  he 
couldn't  compliment  an  employee. 
Kay  Daly  recalls:  "He  loved  the  Fire 
and  Ice  ad  [which  The  New  York 
Times  calls  a  classic].  But  when  he 
read  it,  he  smiled  and  said:  'Who 
wrote  this  crap?'  It  was  the  greatest 
compliment  he  ever  paid  me." 

If  he  didn't  like  something,  watch 
out.  One  writer  commented:  "He 
hired  on  hunch  and  he  fired  on  preju- 
dice—or was  it  the  other  way  around." 
Adman  Delia  Femina  says:  "Revlon 
executives  had  a  uniform  in  the  Fif- 
ties and  early  Sixties:  Charcoal  black 
suit,  black  knit  tie,  pink  or  blue  shirt 
—and  a  look  of  terror  in  their  eyes." 
In  his  later  years  Revson  mellowed 
somewhat,  but  could  still  be  very  in- 
timidating. He  had  top  quality  mar- 
keting and  production  people,  every- 
one as  tough  as  he  was.  "O  Lord, 
give  me  a  bastard  with  talent"  says  a 
framed  needlepoint  in  Revson's  din- 
ing room.  But  Revson  didn't  wait  for 
the  Lord  to  provide.  He  looked  for 
himself    and,    say    competitors,    only 
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bastards    with    talent    survived. 

Bui  Delia  Femina  adds:  "Revson 
was  like  ll;ur\  Cohn  and  Louis  B. 
Mayer.  They  were  all  bastards,  but 
they  made  tilings  happen.  Wheels 
moved  because  of  them,  people  made 
fortunes  because  of  them,  and  people 
had  breakdowns  because  of  them." 

He  could  have  added:  Their  com- 
panies prospered  because  of  them. 

By  1960,  having  created  Revlon  and 
thru  established  it  as  an  industry  lead- 
er, Revson  was  ready  to  diversify, 
lie  started  with  the  company's  basic 
product  line.  He  realized  that  Revlon 
was  locking  itself  into  a  narrow  up- 
per-middle-class image;  he  wanted  to 
sell  more  things  to  more  people,  just 
like  CM— a  company  he  studied  and 
admired.  So  he  began  splitting  the 
company  into  "houses,"  patterned  af- 
ter Alfred  Sloan's  GM  divisions,  each 
with  its  own  image  and  price  range. 

Today  Revlon  has  six  principal  cos- 
metic houses:  Princess  Marcella  Bor- 
ghese;  Charles  H.  Revson,  which  in- 
cludes his  pet  Ultima  II  line;  Etherea 
and  Fine  Fragrances;  Charlie;  Rev- 
lon/Moon  Drops  and  Natural  Won- 
der. A  small  seventh  house  sells  toilet- 
ries such  as  Flex  and  Milk  Plus  6. 
The  houses'  images  contrast  without 
clashing.  For  example,  Ultima  II  sells 
sophisticated  glamour  while  Charlie 
offers  a  hip,  flip  approach  to  life. 

As  a  result  of  the  segmentation- 
winch  15  years  later  is  still  unique 
in  the  industry— Revlon  products  are 
now  sold  in  over  10,000  wide-rang- 
ing "doors"  (the  industry's  word  for 
stores),  vs.  around  2,000  for  archrival 
Estee  Lauder  (Forbes,  July  15). 
Without  stooping  to  selling  in  discount 
stores  or  supermarkets,  Revlon  covers 
the  marketplace  and  commands 
around  11%  of  all  U.S.  cosmetics  sales. 

In  the  late  Fifties,  Revson  started 
to  go  overseas.  He  was  late,  but  he 
made  up  for  lost  time.  Today  Revlon 
has  the  broadest-based  internation- 
al operation  of  any  U.S.  cosmetics 
company— 97  companies  in  over  100 
countries  grossing  nearly  $170  million. 

Again,  Revson  nailed  down  that 
international  success  with  his  market- 
ing genius.  Rivals  meekly  tried  to 
adapt  their  selling  style  to  local 
tastes.  With  typical  arrogance  and 
boldness,  Revlon  sells  its  standard 
American  line  overseas  with  its  basic 
U.S.  advertising.  When  Revlon  en- 
tered Japan  in  1962,  the  established 
companies  like  Shiseido,  Kanebo  and 
Max  Factor  featured  French  product 
names  and  Japanese  models.  Revlon 
used  American  ads  and  western  mod- 
els. Young  Japanese,  who  wear  Levi's, 
eat  Big  Macs  on  the  Ginza  and  dance 
to  rock  'n'  roll,  flipped  for  Made-in- 
USA  Rex  Ion.  Now  all  the  cosmetic 
companies  sell  the  western  look,  too. 
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1946 


1952 


your  complexion  conies  oitve..    you're  !o^ely    . 


P\tv&*, 


Revloj  it  Before  the  fall 


1956 


1969 


Does  any  man  really  understand  yon? 


6  /,'  Itrrkm  understand*  m>"  ■*  #""  really  an  .. . 
a  tn.fie  xity,  hut  ak-w-mtm .  -.ami  jail  a  litlk  reektem, 
ai  utrangy  and  untrpetled  m  chernes  in  the  snow. 


ifafa  'Cherries   in  the  Snow 

'       ^»  nwe   m<nl hi  roiuiltuwif  xforlet  for  Ii/h  Hh 


««w  w<h//#  roluptHMs  mrkt  f»r  fc/w  ««d  mute-king  fingertips 


1953 


Re  vlcm  says  Vro-o-o-mf 

Here  they  come. 

The  brights.  The  holds. 

And  the  beautifuls. 


The  sweet,  suggestive  mouth 

.-■• 


1972 


Charles  Revson  rode  the  sexual  revolution  and  even  helped 
it  along.  These  ads,  written  over  a  19-year  period,  intuitively 
mirrored  and  sometimes  foreshadowed  the  fantasies  of 
millions  of  American  women.  The  ads  are  a  study  in 
changing  American  mores. 

FORBES  asked  the  acting  chairman  of  New  York  University 
Medical  Center's  Department  of  Psychiatry,  Dr.  Morris  Her- 
man, to  give  us  an  off-the-cuff  analysis  of  why  the  evolving 
ads  clicked  in  their  own  time. 

The  1946  ad  reflected  the  home-from-the-war  period  when 
most  women  wanted  to  grab  a  husband  and  settle  down. 
Revlon's  girl  has  no  fewer  than  three  handsome  choices.  Says 
Dr.  Herman :  "Although  the  woman  is  dressed  demurely,  it 
is  a  direct  approach  to  the  idea  of  catching  a  man.  'Bachelors 
—but  not  for  long,'  says  the  caption." 

By  1952,  not  marriage  but  "an  appeal  to  passion"  is  the 
selling  point:  "The  new  image  is  to  be  a  'tease  and  temptress, 
siren  and  gamine,'  as  the  copy  says.  To  be  baffling,  maddening 
and  most  exciting."  Sex  for  sex's  sake,  not  for  marriage.  That's 
the  message  of  this  ad— startling  for  its  time. 


"The  1953  ad  goes  further.  It  allows  women  to  uncon- 
sciously transfer  their  secret  emotions  to  the  product.  'Who 
knows  the  black  lace  thoughts  you  think  while  shopping 
in  a  gingham  frock?'  " 

The  1956  ad  is  openly  erotic:  "A  very  come-hither  look." 
The  Revlon  products  say:  Come  and  get  me. 

By  1969,  no  holds  are  barred:  "The  woman  looks  as 
though  she  has  just  been  sexually  satiated.  The  rabbit— a 
symbol  of  fecundity— is  over  her  pelvic  area,  drawing  atten- 
tion to  it.  And  the  caption  is  reminiscent  of  the  fall  of  Eve." 
It  says:  Enjoy,  enjoy  and  don't  feel  guilty. 

Then  in  1972,  sex  gives  ground  to  liberation:  "This  ad 
suggests  a  product  that  is  not  just  intended  as  a  sexual 
come-on  for  the  male  but  for  a  freewheeling  female  who 
has  her  own  drives  and  ambitions. 

"Finally,  in  1974  the  Charlie  ads  portray  a  modern,  self- 
assured,  liberated  woman.  Admired  but  not  dressed  to  kill. 
Other  Charlie  ads  show  her  as  a  merry  madcap,  full  of  mis- 
chief—tomboyish— but  also  sexy." 

That's  it— an  erotic  history  of  our  times  by  Charles  Revson. 


FORBES,   SEPTEMBER   15,    1975 


29 


Of  course,  when  the  basic  approach 

it     work,      Revlon     is     quick     to 

change  it— Revson  was  ever  the  prag- 

..itist.  Take  France.  Rev'ou  had  a 
problem  with  its  Natural  Wonder 
line.  "The  girls  in  the  transplanted 
American  ads  were-  too  young,  too 
fresh,  too  virginal,"  says  Samuel 
Kalish,  president  ol  Revlon  Interna- 
tional. "So  our  French  ads  have  girls 
who  are  more  pixieish,  more1  gamin." 
Apparently,  young  women  in  America 
like  to  think  of  themselves  as  virginal 
even  if  they  are  not,  whereas  with  the 
French    it    is    the    other   way    around. 

Revson's  other  diversification  effort, 
however,  wasn't  nearly  as  successful, 
lie  decided  to  branch  out  into  re- 
lated "fashion"  fields.  He  bought  mak- 
ers of  shoe  polish  and  plastic  flowers 
which  he  thought  would  be  a  last- 
ing fad— then  a  manufacturer  of  wom- 
en's sportswear  plus  a  controlling  27% 
of  the  Schick  electric  shaver  company. 

They  were  all  duds;  in  the  end,  he 
dumped  all  his  early  acquisitions.  To 
his  credit,  however,  the  disposal  sales 
yielded  Revlon  a  small  profit  rather 
than  the  heavy  losses  that  often  ac- 
company a  bum  acquisition  binge. 

Then  in  1965,  having  learned  from 
his  mistakes,  Revson  stopped  hoping 
his  flair  would  rub  off  on  other  prod- 
ucts and  went  into  a  very  different 
business,  but  one  using  similar  distri- 
bution channels.  He  bought  U.S. 
Vitamin  and  Pharmaceutical  Corp.  for 
•S66  million  in  stock,  renamed  it 
ISA"  Pharmaceutical  and  set  about 
building  a  health-care  division  around 
it  through  acquisitions  and  some 
shrewd  product  trading.  Today  health 
products  provide  22%  of  Revlon's  sales 
and    27%    of    its    $50-million    profits. 

By  the  early  Seventies,  big,  diversi- 
fied Revlon  had  only  one  missing 
element— a  logical  successor  to  Rex- 
son,  who  was  already  over  65.  Son 
John  was  barely  30.  The  other  top 
men  were  experts  in  their  fields  but 
none    seemed    cut    from    the    Alfred 


Sloan  mold  that  Revson  admired. 
Revson  was  a  successful  builder  of 
companies;  but  he  was  not  a  builder 
of  men.  As  Bergerac  puts  it:  "It's  hard 
for  a  plant  to  grow   under  a  tall  tree.'' 

Still,  Revson  delayed  until  last  year, 
when  time  and  mortality  finally 
forced  him  to  move.  Revson  chose 
Michel  Bergerac,  a  superstar  in  his 
own  right  as  president  of  ITT's  Eu- 
ropean operation  and  one  of  the  front- 
runners  to  succeed  another  corpo- 
rate giant— ITT's  Harold  Geneen. 

How  did  Revson  convince  Bergerac 
to  leave  a  $5-billion  powerhouse  like 
the  European  International  Telephone 
&  Telegraph  for  a  relative  pigmy? 
Answering  in  his  heavy  French  ac- 
cent, the  charming  Bergerac  says 
wryly:  "Revson  called  me.  One  thing 
leading  to  another,  we  started  talk- 
ing. And  one  thing  leading  to  another, 
I  came  to  work  here." 

"Catfish"  Bergerac 

The  one  thing  that  lead  to  the  other 
thing  was  the  same  thing— money . 
mountains  of  money.  Revson  gave 
Bergerac  so  much  dough  that  the 
jilted  Geneen  now  jokingly  refers  to 
the  Frenchman  as  "Catfish"  Bergerac, 
after  the  New  York  Yankees'  $3.5- 
million  pitcher,  Jim  "Catfish"  Hunter. 

Bergerac  got  a  $1.5-million  bonus 
to  sign,  plus  a  five-year  "no  cut"  con- 
tract at  $325,000  a  year,  promises  of 
raises  and  bonuses  and  options  on 
70,000  Revlon  shares  (on  which  Ber- 
gerac already  has  a  paper  profit  of 
$2  million).  If  he  is  fired  tomorrow, 
he  still  gets  to  keep  the  bonus  and 
at  least  two  years'  salary. 

Although  that's  a  staggering 
amount  of  money— perhaps  the  most 
ever  offered  to  a  new  executive — the 
shrewd  Revson  got  his  money's  worth 
of  good  publicity  almost  overnight. 
Bergerac's  appointment  assured  the 
financial  community  that  Revson  had 
a  strong  successor.  The  materialistic 
reasoning  was:  If  Bergerac  is  getting 
that  much  money,  well  then,  he  must 
be  worth  it. 

Now  Revson  is  gone,  and  Bergerac 
will  have  to  prove  his  worth.  It  will 
be  quite  a  challenge.  For  as  difficult 
as  it  is  to  turn  a  failing  company 
around,  accelerating  the  growth  of 
an  already  prosperous  company  is 
even  tougher.  In  the  failing  company, 
almost  anything  you  do  is  an  improve- 
ment.   In    the    prosperous    company, 


A  wit  describes  both  temperamental 
Charles  Revson  (right)  and  his  cool  suc- 
cessor, Michel  Bergerac,  as  predators: 
Revson  liked  shooting  down  rivals,  and 
employees  as  well,  while  big-game  hunt- 
er Bergerac  concentrates  on  animals  dur- 
ing his  annual  three-week  African  safaris. 

30  FGREFS,   SEPTEMBER   15,    197P 


you  must  "4<)  ahead  with  one  hand 
while  holding  to  what  you've  alreadv 
got  with  the  other. 

Bergerac  seems  to  realize  that  learn- 
ing what  not  to  do  is  his  first  chal- 
lenge. In  a  length)  interview  with 
Forbi;s'  Subrata  Chakravarty  in  the 
tall  Frenchman's  huge  but  utilitarian 
Revlon  office  (a  sharp  contrast  to 
the  quiet  grandeur  of  the  rest  of  Rev- 
lon's executive  floor),  Bergerac  said: 
'In  the  U.S.,  we  must  do  more  of  the 
same,  more  of  the  same." 

Consider  marketing.  Bergerac  is 
asking  a  lot  of  questions:  He  wants  to 
learn  about  the  philosophy  behind 
Revlon's  subtle  and  constantly  evolv- 
ing advertising  (see  p.  28).  But 
wisely,  he  is  leaving  the  decisions  to 
Paul  Woolard,  the  company's  respect- 
ed marketing  whiz. 

Or  take  Revlon's  existing  executive 
team.  Although  Revlon  has  a  reputa- 
tion as  a  revolving  door,  nearly  all 
the  men  who  clawed  their  way  to 
the  top  have  been  at  the  company  for 
at  least  ten  years;  they  are  battle- 
hardened  and  smart.  It  is  a  seasoned 
management  team  and,  Bergerac  real- 
izes, an  irreplaceable  one.  Virtually 
without  exception,  he  wants  to  keep 
them  all.  He  has  hired  only  one  kev 
man,  45-year-old  Sander  Alexander 
from  Champion  International  to  be 
Revlon's  first  financial  vice  president. 
Alexander  is  very  much  cut  from  the 
Rev  Ion  tough-guy  mold. 

Basically,  Bergerac  is  trying  to  hold 
the  executives  the  same  way  Revson 
did— by  paving  them  enormous  wages. 
With  Revson's  approval,  Bergerac  in- 
troduced the-  Performance  Incentive 
Profit  Sharing  Plan  (PIP).  In  addi- 
tion to  their  regular  bonuses,  each  top 
executive  (except  for  Bergerac,  who 
is  ineligible)  is  assigned  PIP  points 
that  would  be  worth  up  to  S  1,875 
each,  depending  on  what  compounded 
profit  growth  Revlon  achieves  from 
1974  to  1976.  The  catch  is  that  il  an 
executive-   departs   before-    L980,   when 


Today  there's  one  truck  leasing  outfit  as  solid  as  its  equipment:  Saunders. 


Saunders  Leasing  System  is  one  of  the 
nation's  leading  full-service  truck  leasing 
corporations.  Our  customer  list  includes 
hundreds  of  America's  top  firms,  and 
many  have  been  with  us  for  years. 

At  every  Saunders  location,  our  branch 
managers  develop  total  service  programs 
that  are  keyed  to  each  customer's  fleet 
size  and  maintenance  requirements.  By 
knowing  what  we've  had  to  do— and  by 
having  done  it  well  over  the  years— we've 


been  able  to  build  lasting  relationships 
with  our  customers.  This  qualifies  Saun- 
ders as  a  corporation  with  a  stability  un- 
paralleled in  our  industry. 

So  no  matter  what  turn  the  economy 
takes,  Saunders  is  one  leasing  outfit  that's 
moving  in  a  positive  direction. 

Now  if  you're  wondering  why  you 
haven't  seen  too  many  Saunders  trucks, 
there's  a  good  reason.  Most  of  them  are 
leased,  and  painted  with  our  customers' 


names  and  colors  instead  of  our  own. 

Although  recognizing  our  equipment 
is  a  little  difficult,  we've  made  it  easy  for 
you  to  find  out  more  about  Saunders.  Just 
pick  up  the  phone  and  call  us  at  National 
Headquarters  in  Birmingham,  Alabama, 
toll-free,  1-800-633-6566.  Leasing  from 
Saunders  can  be  the  most  secure  feeling 
you've  had  in  a  long  time.  emim- 

Saunders  Leasing  System,  Inc.  i'"f*j 

201  Office  Park  Drive,  Birmingham,  Ala.  35223  •  (205)  879-2131 


At  Saunders,  we  know 
what  we're  doing. 


Promotion-minded  Revlon  made 
the  perfume  that  Russia  chose 
to  commemorate  the  Apollo- 
Soyjz  space  flight.  The  Russian 
cosmonauts  actually  handed  the 
Americans  the  EPAS  perfume  in 
space  on  worldwide  TV.  It  was 
a  brilliant  publicity  coup. 


the  last  of  the  1974-76  PIP  bonus  is 
paid,  he  forfeits  some  of  the  money. 

PIP  should  be  a  powerful  incentive 
for  executives  to  stay.  Paul  Woolard  is 
a  case  in  point.  Woolard  hoped  to  be 
Revson's  successor.  "He  was  led  to  be- 
lieve he  would  succeed  Revson,"  says 
a  competitor  who  knew  both  men 
well.  "For  years,  he  did  Revson's  bid- 
ding, even  when  it  must  have  re- 
volted him— firing  people  he  didn't 
think  should  be  fired,  not  standing  up 
for  those  unfairly  attacked." 

After  Bergerac  was  named,  Wool- 
ard may  have  considered  leaving.  But 
who  can  afford  him  now?  His 
S200,000-plus  in  annual  salary  and 
bonuses  is  just  a  start.  The  crusher 
—500  PIP  points  worth  an  additional 
$940,000  if  Revlon  posts  a  15%  com- 
pounded profit  growth  through  1976 
as  many  analysts  expect.  How  many 
men  can  walk  away  from  even  the 
promise  of  $900,000? 

Beyond  the  money,  the  naturally 
outgoing  Bergerac  has  been  extreme- 
ly charming  and  complimentary  to 
his  colleagues.  He  believes  in  compa- 
ny-wide communication.  When  he 
joined  Revlon,  he  says:  "There  were 
no  communications,  you  see.  All  the 
communications  were  individual  and 
going  up  to  Mr.  Revson."  Now  the 
executives  meet  monthly  and  the 
overseas  managers  bi-monthly.  "Some 
of  these  people,"  says  Bergerac,  "had 
never  met  before!" 

If  the  Revson  team  can  be  held 
together  and  the  Revson  selling  touch 
perpetuated,  Bergerac  will  be  free 
to  pursue  Revlon's  numerous  growth 
opportunities.  Revlon  is  almost  unique 
among  proven  growth  companies;  it 
still   has    room   to   spread   its   wings. 


Bergerac  notes,  "When  you  .  .  .  have 
a  70%  [market]  share,  where  do  you 
go  from  there?  Nowhere.  But  if  you 
are  excellent  and  have  only  11% 
[as  Revlon  does],  you've  got  places 
to  go." 

Bergerac  has  begun  by  overhauling 
Revlon's  financial  controls.  Financially 
speaking,  Revlon  is  about  the  best 
managed  cosmetics  company;  but 
that's  not  saying  much.  Cosmetics  is 
so  lucrative  and  requires  so  little 
capital  that  it  encourages  sloppy  fi- 
nancial habits.  In  Revlon's  case,  capi- 
tal investment  runs  about  3%  of  manu- 
facturer's sales;  cost  of  goods  is 
around  33%;  promotion,  another  11% 
and  general  administrative  costs,  an- 
other 38%.  That  leaves  pretax  profit 
margins  of  15%. 

Bergerac  believes  that  Revlon  could 
make  even  more  by  tightening  its  con- 
trols. He  has  begun:  "Last  year  it 
took  us  40%  more  in  inventories  to  get 
20%  more  in  sales.  In  the  first  half  of 
1975,  it  took  only  3%  more  in  inven- 
tories, to  do  20%  more  in  sales.  That's 
real  performance."  What's  more,  as 
sales  increase,  Bergerac  is  reduc- 
ing the  payroll.  So  far,  he  has  elimi- 
nated 500  jobs  to  save  the  company 
$7.5  million  a  year.  He  has  installed 
an  ITT-style  management  information 
system.  Revlon  didn't  have  one  be- 
fore. Now  all  managers  report  month- 
ly on  problems,  sales,  asset  manage- 
ment and  competition.  He  is  ready- 
ing a  new  planning  system.  "It's  ele- 
mentary planning,"  he  says  drily. 
"How  we  get  from  here  to  there." 

Bergerac's  next  task  is  to  try  to 
catch  archrival  Estee  Lauder  in  two 
key  markets— in  hypoallergenic  make- 
up for  women  with  sensitive  skin  and 
in  men's  toiletries.  Both  companies 
successfully  launched  hypoallergenic 
lines  at  roughly  the  same  time,  but 
today  Lauder's  Clinique  is  said  to 
have  sales  of  $25  million  while  Rev- 
lon's Etherea  has  only  $5  million  and 
is  probably  losing  money.  John  Rev- 
son, who  is  now  running  the  Etherea 
and  Fine  Fragrances  house,  says  his 
predecessors  "let  all  the  air  out"  of 
the  promotion.  Also,  the  product's 
packaging  was  far  too  complicated. 
"You  needed  a  salesgirl  with  a  college 
education  to  figure  out  which  to  sell 
to  whom  and  why."  A  new,  simpli- 
fied Etherea  is  being  reintroduced. 

Revlon's  failure  in  men's  products 
is  a  puzzlement.  Although  Revson 
knew  women,  he  never  could  sell  to 
men.  Revlon  has  had  a  string  of 
bombs-Pub,  Top  Brass,  Bill  Blass, 
Braggi  and  others.  As  with  Clinique 
and  Etherea,  Lauder's  Aramis  has  five 
times  the  sales  of  Revlon's  Braggi. 
One  reason  may  be  that  little  Lauder 
concentrated  on  Aramis,  while  at  giant 
Revlon,  Braggi  was  just  one  of  many 


new  products.  This  fall  Revlon  will 
introduce  a  new  entry,  Chaz,  and 
Woolard  vows  that  company  execu- 
tives will  keep  pushing  it  until  they 
put  it  over.  Chaz  and  a  women's 
fragrance,  Jontue,  will  be  Revlon's 
first  major  product  introductions  un- 
der its  new  leader,  Bergerac.  You  can 
bet  the  industry  will  be  watching 
very  closely. 

Outside  the  U.S.  Revlon  has  even 
more  potential:  Bergerac  estimates 
that  it  holds  only  5%  of  the  world 
market.  He  wants  Revlon  to  expand 
its  basic  lines.  For  instance,  in  Japan, 
Revlon  doesn't  offer  any  uniquely 
Japanese  makeup  products. 

He  also  wants  Revlon  to  accelerate 
in  Latin  America,  Asia  and  Africa. 
Bergerac  says:  "li  you  get  a  high 
market  share  in  a  small  country,  you 
get  a  hell  of  a  lot  of  business.  For 
example,  Revlon  gets  as  much  dollar 
volume  in  Australia  as  in  the  U.K. 
with  less  than  a  quarter  the  popula- 
tion base." 

Paltry  Research 

But  perhaps  the  greatest  oppor- 
tunity of  all  for  Bergerac  is  Revlon's 
$180-million  (estimated  1975  sales) 
health-care  division.  Although  USV 
has  been  growing,  today  it  is  barely 
represented  in  the  major  overseas 
markets,  spends  a  paltry  $10  million  a 
year  on  research  and  has  few  prod- 
ucts that  it  didn't  acquire.  Bergerac 
concedes  that  he  will  have  to  buy 
what  USV  needs.  He  has  already  be- 
gun. Under  his  direction,  Revlon 
recently  paid  around  $57  million  in 
stock  for  Coburn  Optical,  an  $18- 
million  (sales)  lens  maker. 

Persons  who  know  him  expect  Ber- 
gerac to  give  health  care  lots  of  at- 
tention, partly  because  acquisitions 
are  his  forte.  He  should  have  far  more 
success  than  did  the  abrasive  and  ar- 
rogant Revson  in  dealing  with  the  de- 
terminedly Establishment  drug  com- 
panies. He  has  a  strong  card  to  pla\ : 
Revlon's  cash  flow,  $60  million  a  year, 
very  little  of  which  is  required  in  the 
basic  cosmetics  business. 

Indeed,  a  major  acquisition  is  al- 
ready in  the  wind.  Little  more  than 
that  has  leaked  out.  Revlon  is  awash 
with  cash;  it  recently  doubled  its 
cash  holdings  to  $200  million  by  bor- 
rowing $100  million  at  the  very  lowest 
interest  rates. 

Is  Bergerac  the  man  who  cm  accel- 
erate Revlon's  growth?  Only  time  will 
tell.  But  one  thing  is  certain,  the  anto 
cratic  "Nail   Man"   (as   Helena   Ruben 
stein  used  to  sneeiingly  call    Revson) 
left  his   successor   all    the   essentials— a 
broad-based    product    line,    solid    sec 
ond-line  executives  and  maybe,  mo*l 
important,    room    to    grow.    Now     it's 
up  to  Bergerac.   ■ 
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What  do  you  call  a  company 
that's  responsible  for 


IT 


a  safety  cap  kids  can't  open 


making  a  100%  recyclable  can 
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a  see-thru  tray  that  keeps  meat  fresh  longer         paying  dividends  for  94  years  in  a  row? 

Wed  call  it  responsible. 
Wouldn't  you? 

DIAMOND  INTERNATIONAL 


Diamond  International  Corporation  •  733  Third  Avenue,  New  York,  N.  Y.  10017 
Forest  Products  ■  Packaging  &  Printing  •  Consumer  Products  •  Building  Materials  &  Home  Supplies  •  Machinery  Systems 


Peoples  Gas  reports 
on  offshore  exploration 
in  the  Gulf. 

Plus  5  other  ways 
we're  working  to  ease  the 
natural  gas  shortage. 
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ince  1970,  Peoples  Gas 
has  spent  or  committed 
over  $625  million  for  ex- 
ploration and  development 
of  new  supplies  of  natural 
gas  in  the  Gulf  of  Mexico.  In 
return,  more  than  500  million 
cubic  feet  of  offshore  gas  is 
now  flowing  out  of  the  Gulf 
into  our  lines  —  every  day.  It 
will  help  keep  14  million 
customers  warm  in  the  upper 
Midwest  in  this  and  future 
winters. 

Most  of  the  money  we're 
spending  to  finance  these  off- 
shore gas  reserves  is  going  to 
producers  in  the  form  of  ad- 
vance payments.  Through 
these  loans  we  have  secured 
rights  to  gas  underlying  141 
tracts  — about  600,000  off- 
shore acres. 

Finds  have  already  been 
made  on  47  of  these  tracts. 
Exploration  is  just  beginning 
on  others.  Published  industry 
statistics  indicate  that  we  art- 
obtaining  volumes  of  gas 
more  than  proportionate  to 
our  share  of  the  total  inter- 
state pipeline  industry  in- 
vestment in  the  Gulf. 
We've  been  fortunate,  but  we're  not  relaxing.  There  is 
no  single  solution  to  the  natural  gas  shortage.  Here  are 
five  more  ways  Peoples  Gas  is  attacking  the  problem  of 
supi.  ly  head  on. 
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1  ♦  Onshore  sources^ 

Under  a  12- 
year  Revolving 
Fund  plan  ap- 
proved by  the 
F.P.C.,  $58  mil- 
lion will  be 
devoted  to  on- 
shore explora- 
tion in  traditional 
gas  producing 
areas  of  the  Southwest  along  our 
pipelines.  While  this  program  is 
still  in  its  early  stages,  about  24%  of 
the  wells  drilled  to  date  are  pro- 
ducing wells,  a  good  average. 

L«  Gas 

from  the 

Arctic. 

There  are 
massive 
natural  gas 
reserves  in 
Alaska's 
Prudhoe  Bay 
field;  we  have 
exclusive  rights  to  negotiate  for  a 
portion  of  them.  This  could  mean 
around  1.7  trillion  cubic  feet  of  new 
gas,  enough  to  heat  300,000  homes 
in  the  upper  Midwest  for  20  years.  • 

3*  Coal  gasification. 

We  have 
options  on  a 
substantial 
portion  of 
an  area  in 
North 
Dakota 
which  con- 
tains an 
estimated 
2.1  billion 
tons  of  lig- 
nite coal  — 
coal  that 
could  pro- 
duce a  billion  cubic  feet  of  gas 
every  day  for  50  years  when  our 
gasification  program  goes  into  full 
production. 


4*  Synthetic  Natural  Gas. 

Our  new  $97  mil- 
lion SNG  plant 
near  Joliet,  Illinois 
—  now  under- 
going start-up 
tests  —  is  big 
enough  to  produce 
160  million  cubic 
feet  a  day.  That's 
equal  to  18%  of 
our  current  annual 
deliveries  to  Chicago  customers. 

5  ♦  Underground  gas 
storage. 

To  have  the 
gas  on  hand 
to  meet  peak 
winter 
demands, 
we're  contin- 
uously expand- 
ing our  storage 
facilities. 
Right  now, 
$84  million 
is  being  spent  to  enlarge  our  under- 
ground capacities  in  four  Midwestern 
states. 

And  we  are  working  on  other 
ways  to  augment  gas  supply,  includ- 
ing importing  LNG  from  abroad 
and  several  ventures  to  utilize  gas 
made  from  cattle  manure.  Because 
the  shortage  of  gas  is  real  —  and  the 
demand  is  huge. 

We  have  125  years  in  the  energy 
business — exploration,  develop- 
ment, transmission,  storage,  and 
utility  operations.  We've  had  a  lot 
of  practice  solving  energy 
problems. 

Peoples  Gas  Company 

An  Integrated  Natural  Gas  System: 

Natural  Gas  Pipeline  Company  of  America. 

The  Peoples  Gas  Light  and  Coke  Company. 

North  Shore  Gas  Company. 

Harper  Oil  Company. 

For  a  copy  of  our  Annua!  Report,  write:  Peoples  Gas  Company, 

Room  323,  122  S.  Michigan  Ave.,  Chicago,  Illinois  60603. 


A  Whiff  Of  Immortality 

Charles  Revson's  last  great  cosmetic 
promotion  was  one  of  the  best  of  all  time. 


Hi  i  lon's  Charles  Revson  went  out 
with  a  bang.  Women's  Wear  Daily's 
Allan  Mottus  calls  Revson's  introduc- 
tion of  the  Charlie  line:  "Gutsy,  in- 
tuitu c  and  creative.  The  Charlie  story 
is  one  ol  the  last  great  marketing  ven- 
tures by  one  of  the  vanishing  old 
masters  of  cosmetics." 

Hack  in  1973  when  Charlie  perfume 
u  as  introduced,  Revlon  was  hoping 
for  $3  million  in  sales.  Instead, 
Charlie's  manufacturing  sales  hit  $14 
million.  Cashing  in  on  the  success, 
Revlon  marketed  a  full  line  of  cosmet- 
ics under  the  Charlie  image  in  1974. 
( !hai  lie  sales  are  likely  to  reach  $50 
million  this  year,  and  Charlie  is  now 
the   best-selling   American   fragrance. 

Charlie  enhanced  Revlon's  reputa- 
tion and  upstaged  the  company's 
chief  competitor.  For  years,  Revlon 
had  only  mediocre  perfumes,  with  the 
notable  exception  of  its  old  Intimate. 
That  weakness  helped  Estee  Lauder 
"to  run  circles  around  Revlon"  in  de- 
partment stores.  Revson  was  obsessed 
with  Lauder— "the  only  thing  between 
Charles  and  total  success,"  says  his 
friend  Richard  Salomon  of  Squibb's 
Lanvin-Charles  of  the 
Ritz.  In  1968  Revlon  in- 
troduced Norell,  the  first 
American  designer  fra- 
grance. It  was  only  fairly 
successful. 

Rut  then  Revson  came 
up  with  the  Charlie  im- 
age. For  all  of  Lauder's 
past  success  and  future 
promise,  the  company  has 
never  had  anything  as  ex- 
plosive as  Charlie. 

Charlie  is  a  "life-style" 
product.  That  is,  women 
buy  the  line  more  to  live 
like  Charlie  than  to  look 
or  smell  like  her.  Who's 
Charlie?  Executive  Vice 
President  Paul  Woolard 
says  she's  a  young,  "kicky" 
and  unmarried  working 
girl  who  definitely  enjoys 
life.  She's  the  liberated 
woman's  ideal  liberated 
woman. 

Or  as  one  company  wag 
describes  Charlie:  "She's 
Jane  Fonda  without  the 
hangups." 

Without  testing  to 
prove  it,  Charles  Revson 
sensed  instinctively  that 
women  were  ready  for  a 
perfume  named  for  a  man 


(himself),  modeled  by  women  in  jack- 
ets and  pants  and  with  a  self-indul- 
gent image  that  allowed  them  to  treat 
themselves  to  a  bottle  rather  than  hav- 
ing to  wait  for  their  lovers  or  husbands 
to  buy  it  for  them.  He  was  right,  of 
course.  Charlie  plucked  a  responsive 
chord  and  not  just  among  the  young. 
While  70%  of  the  buyers  do  work,  only 
58%  are  between  18  and  34. 

Revson  threw  himself  into  the  crea- 
tion. Francois  Camail  of  Florasynth, 
the  chemist  who  developed  the  per- 
fume ( "Charles  Revson  created  it" ) , 
says  that  he  practically  lived  in  Rev- 
son's Manhattan  townhouse:  "He 
would  come  in  and  sit  on  my  bed  in 
the  middle  of  the  night  to  talk  about 
it.  If ...  I  was  with  a  woman,  he 
would  just  have  her  try  the  perfume." 

What  Revson  wanted  was  the  first 
mass  market  perfume,  a  light  "sporty" 
scent  that  anybody  might  wear.  He 
personally  sniffed  all  the  variations. 
Time  and  again,  Revson  would  have 
then  product  manager  Carol  Allen 
shower  off  one  fragrance  and  spray  on 
another.  Then  Revson  would  walk 
around  her,  his  nostrils  flaring,  saying: 


Charlie  is  the  new  woman;  she  can  look  sexy— or  unisexy. 


"This  isn't  good  enough." 

Camail  says  that  Florasynth's  clients 
usually  ask  him  to  reformulate  a  scent 
once  or  twice.  "For  Charlie,"  the 
slight,  intense  Frenchman  says  weari- 
ly, "we  must  have  created  a  different 
scent  every  day  for  a  year.  He'd  al- 
ways say:  'We  can  do  it  better.'  " 

Revson's  perfectionism  caused  the 
initial  introduction  to  be  delayed  un- 
til well  after  the  1972  Christmas  sell- 
ing season.  The  department  stores 
wailed.  Rut  Revson  refused  to  release 
the  perfume  until  he  was  satisfied. 

When  he  was  ready,  in  February 
1973,  he  gave  Charlie  the  brassiest 
send-off  in  cosmetics  history.  Wom- 
en's-page  editors  were  inundated  with 
(often  braless)  photos  of  the  Charlie 
model,  Rerry  Rerenson.  Many  of  the 
editors  printed  the  press  releases  ver- 
batim. Says  Carol  Allen,  who  devoted 
two  of  her  33  years  to  developing 
Charlie:  "It  was  unheard  of  free  pub- 
licity. ...  It  would  have  cost  the  com- 
pany millions." 

Then  there  were  Charlie  balloons, 
Charlie  buttons,  Charlie  haircuts, 
Charlie  umbrellas,  Charlie  horoscopes 
(or  "Charlie-scopes")  and  even  a 
Charlie  song. 

The  department  stores  cooperated 
fully.  Many  provided  special  count- 
ers, called  "Charlie's  Place,"  manned 
by  Charlie  girls  in  Charlie  clothes— a 
classically  tailored  white  pantsuit. 

For  the  grand  kickoff 
at  New  York's  trendy 
Rloomingdale's,  the  store 
was  festooned  with  over 
1,000  balloons.  Calling 
cards  left  at  26  nearby 
restaurants  invited  pa- 
trons to  "Meet  Charlie  at 
Rloomingdale's."  Resides 
the  main  counter,  Charlie 
was  sold  from  hot  dog 
wagons  on  three  floors. 

Today,  under  Revson's 
successor,  Michel  Rerger- 
ac,  Revlon  is  again  pre- 
paring to  launch  two  ma- 
jor products  in  the  fall— 
Jontuc,  a  less  expensive 
perfume,  and  Chaz  toilet- 
ries for  men.  This  time, 
however,  the  company  is 
not  expected  to  give  the 
products— nor  any  others 
for  that  matter— the  kind 
of  expensive  and  risky 
publicity  tli.it  Revson 
gave  Charlie.  Latel)  Eta 
gerac,  a  professional  man- 
ager, is  said  to  be  asking 
what  the  impact  on  earn 
ings  would  be  if  Jontue 
failed.    That's    (lie    sort    ol 

question    Charles    Revson 

never   got    around    to   ask 

tag  about  ( lharlie.  ■ 
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What's  a  UOP? 

Perhaps  no  other  corporation  on  the  Fortune  500  index  has  the  identity  problem  we  face. 

Ask  "What's  a  UOP?"  of  a  thousand  people  and  way  over  nine  hundred  of  them  won't  have 
the  slightest  idea.  If  the  people  you  ask  are  investors,  the  score  improves.  But  not  enough. 

For  an  international  company  with  gross  revenues  of  825  million  dollars  and 

earnings  of  over  27  million  after  taxes  last  year,  it's  a  downright  unsettling  situation. 

We  brought  it  on  ourselves.  Our  name  had  been  Universal  Oil  Products  Company. 
It  was  a  great,  definitive  name  that  fit  us  fine  when  we  were  simply  the  world's  largest  source 
for  oil-related  processes,  services  and  products. 

But  you  don't  get  ahead  in  business  by  standing  still.  We  grew  We've  developed 
nearly  10,000  patents  worldwide.  We  learned  how  to  do  our  job  more  effectively,  last  year 
accomplishing  almost  twice  the  revenues  we  had  in  1967— with  fewer  employees.  Over  the  last 
61  years,  we  expanded  laterally  along  our  lines  of  strength,  experience  and  talent  in  energy 
and  technology.  We  used  these  strengths  to  springboard  into  areas  of  environmental  concern: 
air,  water  and  waste  disposal;  and  the  more  effective  use  of  available  resources.  Of  course, 
we  maintained  our  traditional  position  of  leadership  in  energy. 

All  together,  we  are  now  21  prominent  divisions  that,  with  leadership  names  and  related 
technological  abilities,  interlock  to  make  up  one  big  company.  With  a  brand  new  name. 


It's  a  clean,  sharp,  sleek  1970's  name.  One  that  encompasses  all  we  do  and  anything 
we  might  do.  We  are  now  UOP  Inc. 

It's  a  fine,  flexible  name.  It  isn't  descriptive— by  intent.  So  when  people  ask:  "What's 
a  UOP?  What  does  a  UOP  do?  Why  should  I  invest  in  UOP?",  here's  what  we  tell  them: 

Today  UOP  is,  in  the  true  sense,  a  technology  company.  We  develop,  license  and  sell 
new  ideas,  products  and  services  that  we  modestly  feel  are  basic  to  the  well-being  of  man 
on  this  planet.  We  commercialize  technology.  We're  listed  on  the  New  York  Stock  Exchange. 
And  we'd  be  pleased  to  send  you  more  information. 

That's  what  a  UOP  is.  UOP;  Where  action  results  in  a  better  life. 


UOPlnc.  Ten  UOP  Plaza,  Des  Plaines,  III.  60016 


©1975  UOP  Inc. 


THIS  FINANCIAL  PACKAGE 
WAS  DESIGNED  FOR  A  US. 

COMMNY  NOW 

MANUFACTURINGINTHE 

REPUBLIC  OF  IRELAND. 

REQUIREMENTS  $ 

Site  and  Buildings 2,400,000 

Machinery  and  Plant 7,600,000 

Working  Capital 2,500,000 

Total  Investment:     $12,500,000 

SOURCES  Note         $ 

IDA  non-repayable  grant 1 3,500,000 

Company  funds 3,500,000 

Borrowings,  including: 

Supplier  Credit  2 ) 

Leasing 3 5,500,000 

Preference  Shares  4 ) 

Total:     $12,500,000 

NOTES:    1 .  Non-repayable  grants  toward  cost  of  land,  buildings  and  machinery. 

2.  Supplier  financing  of  capital  equipment  at  preferred  rates. 

3.  Leasing  at  rates  varying  between  2% -5%. 

4.  A  non-voting  redeemable  preference  share  carrying  a  coupon  of  7%  issued  to 
Irish  financial  houses. 

This  company  also  has  complete  exemption  from  taxes  on  its  profits  from  exports 
until  1 990,  and  received  a  grant  which  covered  the  complete  cost  of  training  its  workers. 

If  you  would  like  the  Industrial  Development  Authority  of 
Ireland  to  submit  a  financial  package  designed  for  your 
company's  next  European    I  fN  A    Ika!*^**^     • 
expansion,  call  or  write:  L/n         6 1  CI  MO  •• 

New  York:  (212)  972-1003,  280  Park       INDUSTRIAL  DEVELOPMENT  AUTHORITY 
Avenue,  New  York,  NY  1 001 7.  Chicago:  (31 2)  644-7476,  1  East  Wacker  Drive,  Chicago, 
Illinois  60601 .  Los  Angeles:  (213)  624-1 024, 51 5  South  Flower  St.,  Los  Angeles, CA  90071 . 

This  announcement  is  published  by  IDA-lreland,  280  Park  Avenue,  New  York,  New  York  10017  which  is  registered  under  the  Foreign  Agents  Registration 
Acts,  as  amended,  as  an  agent  of  the  Government  of  Ireland.  This  material  is  filed  with  the  Department  of  Justice  where  the  required  registration 
statement  is  available  for  public  inspection    Registration  does  net  indicate  approval  of  the  contents  by  the  United  States  Government 


China's 
Bootstrap 
Oil 
Production 


Going  it  alone, 

Red  China  has 

become  an  important  oil 

producer.  But  realizing 

its  full  potential 

may  require  cooperation 

with  the  West. 

It  was  typical  Chairman  Mao  up- 
wards-and-onwards  prose,  but  the 
two  Red  Chinese  engineers  were  mak- 
ing a  proud  point: 

"When  you  take  a  ship  to  Dairen 
from  Tientsin,  you  will  see  a  magnif- 
icent structure  on  the  Gulf  of  Pohai. 
It  is  Pohai  No.  1,  our  country's  first 
self-escalating  offshore  oil  drilling  rig, 
built  by  our  shipbuilders  and  work- 
ers "in  accordance  with  Chairman 
Mao's  principle  of  'maintaining  inde- 
pendence and  self-reliance.' ' 

It's  a  fact  that  China  is  well  on  its 
way  to  becoming  a  major  oil  producer. 
It  won't,  of  course,  get  there  fast, 
but  its  progress  to  date  has  surprised 
the  skeptics.  A  reliable  government 
source  says  that  the  sprawling  coun- 
try is  now  producing  1.4  million  bar- 
rels a  day. 

What  are  the  prospects  for  ex- 
panding output?  Estimates  vary  all 
over  the  lot.  The  respected  Oil  &  Gas 
Journal  puts  China's  recoverable  re- 
serves at  25  billion  barrels  (vs.  about 
34  billion  for  the  U.S.).  Some  Japa- 
nese estimates  total  possible  reserves 
as  high  as  70  billion  barrels. 

At  the  moment  the  Chinese  are 
going  it  alone,  using  mainly  Japanese 
equipment*  Their  reluctance  to  get 
deeply  involved  with  foreigners  keeps 
them  from  utilizing  more  of  the  West's 
technology.  President  J.  Ray  Pace  of 
Baker  Trading  Co.,  who  sold  U.S. 
drilling  bits  to  the  Chinese,  has  this 
to  say:  "They  underestimate  the  prac- 
tical problems." 

At  the  moment,  almost  all  of  the 
oil  is  being  produced  on  land,  largely 
at  the  Taching  field  in  Manchuria. 
The  offshore  drilling  mentioned  above 
is  being  conducted  in  the  calm,  shal- 
low waters  of  the  Gulf  of  Pohai  in 
northeastern  China,  but  the  Chinese 
are  also  looking  offshore  in  the  Yellow 
and   South   China   seas.    More   exten- 


Yes,  the  whiskies  in  J  &  B  are  rare  indeed.  But  the 
essence  of  J  &  B  Rare  Scotch  is  in  our  uncompromising 
quest  for  perfection.  For  more  than  100  years,  no  one 
has  ever  matched  the  rare  taste  of  J  &  B.  And  never  will. 
That's  why  J  &  B  has  it.  And  always  will. 

86  Proof  Blended  Scotch  Whisky  ©1975  Paddington  Corp..  NY. 
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An  exhibit  of  the  first  incandescent  lamp 

-on  display  at  Greenfield  Village,  Dearborn,  Michigan. 
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"Genius  is 
one  percent  inspiration 

and  ninety-nine  percent 

perspiration!' 


THOMAS  A.  EDISON 
Inventor 


At  Continental  Bank  we  believe  that  hard  work 

combined  with  the  skills  of  specialists 

create  an  unbeatable  team.  Our  people  are 

eager  to  respond  to  your  needs 

quickly  and  efficiently.  You'll  find  we  go  out  of 

our  way  to  find  a  way  to  help  you. 


CONTINENTAL  BANK 

SUBSIDIARY  OF 

CONTINENTAL  ILLINOIS  CORPORATION 


sive  offshore  drilling— and  this  is 
where  China's  real  potential  may  lie 
—will  have  to  await  technological 
progress  or  a  changed  attitude  to- 
ward partnership  with  foreigners.  Ba- 
ker Trading's  Pace  doubts  whether 
the  Chinese  can  realize  the  more  op- 
timistic production  figures  "unless  a 
lot  of  favorable  things  happen,  espe- 
cially offshore." 

But  if  China  is  already  producing 
1.4  million  barrels  a  day,  this  is  a 
considerable  bootstrap  feat.  It  is  not 
yet  in  a  league  with  the  Soviet  Un- 
ion's 9.7  million  barrels,  the  U.S.'  8.4 
million  or  Saudi  Arabia's  6.8  million. 
China,  however,  is  already  producing 
more  oil  than  Indonesia  or  Abu  Dha- 
bi—both major  exporters. 

China  had  been  considering  oil  ex- 
ports in  the  mid-1960s,  but  a  decision 
was  delayed  by  the  1966  Cultural 
Revolution  and  its  campaign  against 
foreign  influences.  Some  Chinese  oil 
may  have  been  going  to  North  Viet- 
nam and  North  Korea  even  before  ex- 
ports to  Japan  began  in  1973. 

This  year  nearly  58  million  bar- 
rels, the  bulk  of  China's  oil  exports, 
are  going  to  Japan.  Its  Asian  neigh- 
bor has  paid  above- world-market 
prices  for  Chinese  oil,  because  it  of- 
fers a  badly  needed  alternative  to  Ja- 
pan's dependence  on  the  Middle  East; 
besides,  the  money  tends  to  bounce 
right  back  to  Japan  in  the  form  of 
Chinese  purchases  there.  Further 
ahead,  says  Nicholas  Ludlow,  analyst 
with  the  National  Council  for  U.S.- 
China Trade,  China  could  be  export- 
ing oil  to  the  U.S.  as  well. 

China's  Own  Lamps 

But  don't  count  on  China  as  a  per- 
manent and  major  exporter.  To  be 
sure,  presently  the  Chinese  are  export- 
minded.  The  world  textile  recession 
has  hurt  their  conventional  exports. 
Their  huge  needs  for  wheat  and  for 
industrial  machinery  have  increased 
imports.  Last  year  it  ran  a  trade  def- 
icit of  $1.1  billion.  For  now  at  least, 
oil  is  a  convenient  way  to  pay. 

"It  could  be  that  China's  oil  pro- 
duction will  catch  up  with  Saudi 
Arabia's,"  says  Professor  Dwight  H. 
Perkins  of  Harvard's  East  Asian  Re- 
search Center,  but  he  adds:  "China 
will  have  a  much  greater  use  for  its 
oil  at  home." 

The  Chinese  themselves  say  it- 
witness  the  recent  U.S.  visit  of  a  dele- 
gation of  Chinese  petrochemical  of- 
ficials. Said  one  delegate,  "Our  oil  will 
be  used  in  increasing  amounts  to  feed 
our  petrochemical  business."  You 
mean  fertilizer  to  help  your  agricul- 
ture? asked  a  Forbes  reporter.  "Not 
just  that,"  came  the  answer.  "Synthet- 
ic fibers,  rubber— we  want  the  whole 
thing,  just  like  you."  ■ 
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Living  space. 

Is  there  life  in  space? 

If  the  materials  of 
life  exist  on  Mars,  the 
Viking  Lander  will  find 
out  next  year. 

And  RCA 

communications 
systems  will  send  the 
news  home. 

But  aside  from 
Mars,  space  is  virtually 
alive  with  RCA  systems. 

Satellites  to  monitor 
weather  and  the 
environment. 

Satellites  to  relay 
voice  and  data. 

It's  15  years  and 
57  satellites  since  RCAs 
Tiros  I. 

Not  to  mention  our 
systems  aboard  Apollo 
and  other  missions. 

If  there  is— or 
is  not— life  on  Mars, 
RCA  will  tell  it  to  life 
on  Earth. 

Innovating 
in  electronics. 

From  the  beginning. 


Halfway  Home 


Ed  Noha  has  stemmed  CNA's  worst  losses.  Now  if 
the  insurance  business  will  only  improve,  the 
Tisch  brothers  of  Loews  may  have  another  winner. 


Painted  bloodbed,  rising  44  stories 
above  downtown  Chicago  stands  an 
$85-million  monument  to  human  er- 
ror: the  new,  grimly  prophetic  head- 
quarters of  CNA  Financial. 

Some  say  there  was  a  curse  on  the 
place  from  the  start.  Only  months 
after  moving  into  the  new  building  in 
early  1974,  the  $4.5-billion  (assets) 
insurance  conglomerate  began  hemor- 
rhaging badly.  Last  year  CNA  Fi- 
nancial lost  $216  million,  as  under- 
writing losses  in  fire  &  casualty  lines 
mounted  to  $85  million  and  its  real 
estate  subsidiary,  The  Larwin  Group, 
took  a  $124-million  write-off.  Once 
the  nation's  third-largest  builder,  Lar- 
win today  is  virtually  worthless. 

Former  CNA  Chairman  Elmer 
Nicholson,  who  inherited  plans  for  the 
building  from  former  Chairman  How- 
ard Reeder,  had  little  time  to  enjoy 
the  breathtaking  view  of  Lake  Michi- 
gan from  his  office  window.  Not  only 
was  his  company  sinking  into  the  red 
at  an  alarming  rate,  but  the  Tisch 
brothers— Lawrence  A.,  chairman  of 
both  Loews  and  CNA,  and  Preston 
R.,  president  of  Loews— were  starting 
to  accumulate  CNA  stock  for  their 
Loews  Corp.  Last  fall,  after  a  con- 
tested tender  offer  battle,  the  Tisches 
had  a  controlling  57%  of  the  equity 
interest,  for  $206  million. 

Within  weeks  Nicholson  and  most 
of  his  top  management  were  put  out 
on  the  street  by  the  Tisches.  Today 
the  top  three  floors  of  executive  suites 
in  the  CNA  Financial  building  stand 
empty.  Only  five  people  remain  of 
a  headquarters  staff  of  some  400. 

Strongly  supported  by  the  Tisches, 
the  new  president  of  CNA  Insurance, 
48-year-old  Edward  J.  Noha,  a  for- 
mer executive  vice  president  of  Sears' 
Allstate  Insurance,  wielded  a  heavy 
knife,  tn  addition  to  eliminating  the 
headquarters  staff  at  a  savings  of  82 
million  this  year  and  possibly  $3  mil- 
lion or  $4  million  a  year  over  the  next 
two  or  three  years,  he  has  consolidat- 
ed over  half  a  dozen  field  and  mar- 
keting operations  into  one,  installed  a 
single  computerized  billing  system 
and  dropped  unprofitable  lines  like 
long-haul  truck  insurance  and  certain 
association  businesses  like  plastics  and 
restaurants.  Noha  has  also  raised 
rates  on  national  accounts  and  even 
rewritten  the  terms  on  some  accident 
and  health  policies. 

If    Noha    is    not   exactlv    the    most 


popular  man  at  CNA,  he  has  at  least 
produced  fast  results.  For  the  first 
half  of  1975,  CNA  Financial  was  mar- 
ginally in  the  black  as  against  a  $60- 
million  loss  for  the  first  half  of  1974. 
While  the  improvement  came  chief- 
ly from  plugging  up  the  devastating 
Larwin  earnings  drain,  even  CNA's 
Continental  Casualty  subsidiary  im- 
proved markedly  with  pretax  operat- 
ing income  of  $7  million,  vs.  a  $23- 
million  loss  for  the  first  half  of  1974. 

Noha  takes  pride  in  that.  "Most  of 
the  sharp  decline  in  our  1975  operat- 
ing losses  has  come  from  cost  reduc- 
tion," he  says,  "not  from  improvement 
in  underwriting  operations."  Few 
would  quarrel  with  that  assessment. 
In  terms  of  underwriting  losses  in  fire 
&  casualty  lines,  most  insurance  ana- 
lysts now  predict  that  1975  will  be 
the  worst  in  history. 

Insurance  Is  The  Thing 

"The  old  management  spent  most  of 
its  effort  on  diversification  projects 
and  lost  sight  of  the  main  business- 
insurance,"  says  Noha.  "In  the  end 
they  lost  control  over  both." 

To  make  sure  that  doesn't  hap- 
pen again,  the  Tisch  brothers  and 
Lester  Pollack  (Loews'  house  counsel 
and  executive  vice  president)  are  now 
running  all  of  CNA's  noninsurance  op- 
erations directly,  including  General 
Finance  Corp.  and  First  Healthcare 
Inc.  They  are  also  managing  the  in- 
vestment portfolios  of  Noha's  insur- 
ance operations.  Early  this  year  the 
Tisches  sold  o.T  $200  million  worth 
of  common  stock  from  the  insurance 
portfolios  and  put  the  proceeds  into 
high-yield  corporate  bonds. 

A  major  reason  the  Tisches  are  anx- 
ious to  make  sure  Ed  Noha  isn't  dis- 
tracted by  noninsurance  problems  is 
that  Loews  has  already  pumped  $65 
million  of  its  own  cash  into  the  in- 
surance companies  in  return  for  pre- 
ferred stock.  "This  was  critical,"  says 
Noha  gratefully.  "It  tells  the  market 
and  our  agents  that  we  are  healthy, 
that  we  can  write  lots  of  new  busi- 
ness, and  that  we  are  in  to  stay." 

To  motivate  Ed  Noha,  the  Tisches 
have  given  him  a  $200,000  salary, 
a  $75,000-a-year  pension  payable  at 
age  60,  and  options  to  buy  60,000 
CNA  shares  at  $4.50.  As  a  further 
sweetener,  Noha  will  receive  in 
cash,  when  he  exercises  those  options, 
the    difference    between    the    option 


Scarlet  Litter.  The  red  paint  had 
scarcely  dried  on  CNA's  plush  new 
headquarters,  when  red  ink  began 
to  flow  on  the  income  statement. 


price  and  $3  a  share.  That  could  net 
Noha  another  $90,000. 

At  the  moment,  CNA's  common, 
which  sank  as  low  as  $2.50  last  fall, 
is  selling  about  $5.50,  which  is  about 
what  Loews  paid  in  its  tender  offer, 
but  is  well  below  the  average  $11  a 
share  it  paid  between  1972  and  1974 
for  the  5.6%  interest  it  acquired  be- 
fore the  tender  offer.  To  make  his  op- 
tions attractive,  Ed  Noha  will  have  to 
turn  Continental  Casualty's  currently 
sizable  underwriting  losses  into  un- 
derwriting profits. 

That  won't  be  easy,  particularly 
with  the  rising  costs  of  health  care, 
the  increasing  number  of  professional 
liability  lawsuits  and  the  escalating 
expense  of  auto  repairs. 

If  Ed  Noha  revives  the  insurance 
operation  in  the  next  few  years,  you 
may  find  out  about  it  before  the  good 
news  is  reported.  Loews  might  want 
to  consolidate  CNA  for  tax  purposes 
after  straightening  it  out.  To  do  that, 
it  would  need  over  80%  of  CNA's 
stock.  Loews  can't  use  that  large  loss 
carryforward,  onl/  CNA  can. 

However,  right  now  those  sizable 
dividends  CNA  is  shipping  to  Loews 
are  taxable;  in  consolidation  they  are 
not.  If  Loews  consolidates  at  80%  it 
will  get  the  benefit  of  CNA's  lower 
effective  tax  rate,  as  CNA  derives 
much  of  its  income  from  low-tax  life 
insurance  and  dividend  income. 

So  if  the  Tisches  go  for  more  CNA 
shares,  it  would  mean  that  Ed  Noha 
has  restored  the  insurance  companies 
to  sufficient  health.  However,  if  they 
have  to  supply  further  capital  trans- 
fusions, then  CNA  will  be  no  prize 
for  the  Tisches.   ■ 


FORBES,    SEPTEMBER   15,    1975 


43 


4 
P" 

V 


The  IBM 

Memory  Typewriter. 


Because  it  remembers 
what  you  type  and  can 
play  it  back  automati- 
cally, with  corrections, 
you  get  letter-perfect 
work.  Every  time.  With- 
out the  delay,  expense, 
or  drudgery  of  manual 
retyping  and  reproofing. 


INTER-OFFICE  MEMO 


David  May 
Marketing 


-  Building  G 


Date:   May  12,  1975 


From:  Research  Department 


Form  material  such  as 
this  can  be  stored  in  the 
Memory  Typewriter,  then 
played  back  whenever 
needed.  When  revisions 
are  required,  only  the  re- 
visions have  to  be  typed. 
The  entire  corrected  page 
is  then  typed  back  auto- 
matically, ready  for  sig- 
nature. 


Here  is  the  information  which  you  requested  on  May  9.   This 
information  is  in  the  public  domain  and  is  not  restricted. 


yping  mistakes  no  long- 
I  have  to  be  messy  and 
ime-consuming.  The 
/lemory  Typewriter  lifts 
nistakes  (a  character,  a 
i/ord,  or  a  line)  right  off 
he  page  with  the  press 
>f  a  key.  Which  means 
>ven  first  drafts  can  be 
lone  faster,  yet  come  out 
iscleanandeasytoread 
is  this. 


y 


PER  CAPITA  CONSUMPTION  OF  FOOD  GRAINS  IN  POUNDS 
1969  -  1972 


Corn  Products: 

Cornmeal  and  other 


1969   1970   1971   1972 


15 


Corn  sirup  and  sugar  20 

Oat  food  products  3 

Barley  food  products  1 

Wheat: 

Flour  112 

Breakfast  cereals  2 

Rye,  Flour  1, 

Rice,  Milled  8 


15.8 

20.8 

3.2 

1.2 


110 
2 

1 
6 


15, 
21, 

3, 

1 


110 
2 
1 
7 


15 

21 

3 

1 


110 
2 
1 
7 


If  you  have  any  questions  or  require  additional  information, 
please  call  Mrs.  Dobson  on  3493. 


Joseph  Foran 
Research  Director 


The  Memory  Typewriter 
automatically  centers, 
alignscolumnsof  figures, 
indents,  evenunderlines. 
Which  means  complex 
material  can  be  stored 
and  played  back  as 
needed.  Without  errors. 
Without  long  waits.  With- 
out frayed  tempers. 


You  get  the  standard  10 
characters  per  inch  un- 
less you  flip  a  lever.Then 
you  get  a  space-saving 
12  characters  per  inch.  If 
the  type  style  on  this  page 
doesn't  suit  you,  we  have 
over  20  others.  Any  one 
can  be  snapped  in  place 
in  a  matter  of  seconds. 


If  you  would  like  to 
produce  work  like  this, 
with  ease  like  this,  call 
the  IBM  Office  Products 
Division  branch  near 
you.  We'll  be  happy  to 
demonstrate  the  Memory 
Typewriter  for  you,  at 
your  convenience. 
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Judge  for  yourself 
how  much  you  need  it. 


IBM 

Word  Processing 


Wesfinghouse  today.. 


The  Old  Country  gets 

a  21st-century  transportation  idea. 


To  date,  over  a  million  people  have  ridden  a  rubber- 
tired  train  (it  can  carry  2,000  passengers  an  hour)  in 
"The  Old  Country,"  the  newest  Busch  Gardens,  in 
Williamsburg,  Virginia. 

It  looks  like  a  railroad;  actually  it  is  a  unique 
idea  in  transportation:  the  "horizontal  elevator." 

Running  automatically  (no  engineer  or 
conductor);  planned  so  nobody  will  wait  more  than 
two  minutes  to  ride;  bringing  passengers  not  near 
their  destination,  but  into  the  building  lobby  itself — 
it  makes  distant  buildings  function  as  if  they  were 
joined.  Much  as  an  up-and-down  elevator  makes 
the  third  and  forty-third  floors  of  a  tall  building 
function  together. 

The  technology  that  makes  this  possible  was 
developed  by  Westinghouse.  Busch  Gardens  is  the 
third  commercial  application.  The  fourth  is  under 
construction  at  Miami  International  Airport. 
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Corridors 
Of  Paper 

What  do  you  need  to  fight 
bureaucracy?  Another 
bureaucracy,  of  course. 

It's  now  official:  If  you  lined  up 
the  storage  shelves  of  the  15  Federal 
Record  Centers  end  to  end,  they 
would  stretch  the  2,300  miles  from 
Washington,  D.C.  all  the  way  out  to 
Salt  Lake  City. 

Congressman  Frank  Horton  (Rep., 
N.Y.)  has  been  looking  into  the  mat- 
ter as  acting  chairman  of  the  new 
National  Commission  on  Federal  Pa- 
perwork. His  conclusion:  Things  are 
getting  out  of  hand,  paperwork-wise. 

"This  is  a  serious  matter,"  he  says. 

The  figures  bear  him  out:  some 
12.5  million  cubic  feet  of  records  in 
those  files— 1.2  million  cubic  feet  com- 
ing in  yearly  and  700,000  cubic  feet 
going  to  the  shredder.  And  that's  not 
counting  the  17  million  cubic  feet  of 
files  in  the  hands  of  federal  agencies, 
or  the  4  million  cubic  feet  they  throw 
away  each  year. 

Horton  suspects  that  some  of  those 
forms  aren't  really  needed. 

"At  the  moment,"  he  says,  "nobody 
knows  exactly  how  many  forms  there 
are.  That's  our  first  job." 

Add  one  more  form  for  the  bureau- 
crats to  play  with. 

Horton  also  suspects  that  U.S.  citi- 
zens might  be  more  productive  if  they 
didn't  have  to  spend  time  filling 
out  government  paperwork.  Recently 
the  General  Services  Administration 
thumbed  through  5,000  such  forms 
and  calculated  that  they  cost  the 
economy  $20  billion  to  fill  them  out 
and  the  Government  another  $20  bil- 
lion to  read  them.  Back  in  1966  a 
Congressional  committee  estimated 
that  the  cost  of  paperwork  to  the 
Federal  Government  was  only  about 
$8  billion. 

Their  Own  Medicine 

Horton  thinks  his  commission  will 
be  able  to  trim  that  a  bit  by  eliminat- 
ing some  forms  altogether  and  con- 
solidating others.  But  it  won't  be 
easy.  All  he  has  now  to  stem  the  pa- 
per tide  is  his  14-member  commis- 
sion and  $100,000  in  start-up  money. 
The  size  of  .his  budget  and  permanent 
staff  is  yet  to  be  decided. 

"This  is  a  huge  job  to  do  in  two 
years,"  he  says.  "We  may  have  to  ask 
for  an  extension.  In  fact,  maybe  what 
we  need  is  a  permanent  agency  to 
centralize  the  data  collection  for  all 
federal  agencies."  ■ 
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You  owe 

yourself  the 

flavor. 

BELL'S 

SCOTCH 
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The  No.  1  selling  scotch  in  Scotland. 

BY  EARS  OLD,  86  Proof  Scotch  Whisky.  Distilled,  Blended  and  BoltledinScotland.lmportedByThe  James  B.  Beam  Import  Corp.,New  York,  N.l 


A  Broker 
Looks  at 
Synallov 


Mr.  Martin  L  Berman 

Drexel,  Burnham  &  Co.  Incorporated,  New  York,  N.Y. 


"I  have  known  the  management 
of  Synalloy  since  1967  and  have 
followed  the  performance  of  the 
Company  closely  since  then.  Lo- 
cated in  the  Southeast,  Synalloy 
has  divisions  spanning  two  very  in- 
teresting fields  —  specialty  chemi- 
cals and  alloy  metals  equipment 
for  the  nuclear,  chemicals,  paper 
and  brewing  industries.  Synalloy 


has  performed  favorably  over  the 
past  five  years  and  grown  at  a 
sound  rate  with  profits  that  are  com- 
mensurate with  steadily  increas- 
ing sales.  Sales  havt  i  increased  from 
$32,693,584  in  1970  to  $52,759,963 
in  1974,  withearningsaftertaxes  in- 
creasing from  $726,000  to  $1 ,51 9,671 , 
or  $.35  and  $.72  per  share  respec- 
tively over  the  same  period." 


If  you  would  like  a  copy  of  the  Synalloy  1974 
Annual  Report  and  1975  Quarterly  Reports,  please 
write  to  Robert  S.  Davies,  Synalloy  Corporation, 
Dept.  F-57,  Box  5627,  Spartanburg,  South  Caro- 
lina 29301. 

SYNALLOY  CORPORATION 

Chemicals  •  Dyes  •  Alloy  Equipment  •  Distribution 
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As  I  See  It 


An  Interview  With  Melvin  A.  Conant 


Have  We  Put  Ourselves 
At  The  Mercy  Of 
The  Arabs? 


Because  Americans  seem  unable  to 
curb  their  craving  for  imported  oil 
and  the  benefits  it  brings  them,  we 
might  as  well  face  the  fact  that  we 
are  at  the  mercy  of  the  Arabs  and 
are  going  to  have  to  make  major  con- 
cessions to  them.  This  isn't  precisely 
what  Melvin  A.  Conant  says,  but  it 
is  what  he  clearly  implies.  The  ques- 
tion of  concessions,  he  says,  goes  far 
beyond  the  fate  of  Israel  and  involves 
the  bedrock  issue  of  sharing  the 
wealth  and  power  of  the  world.  The 
Arabs  have  the  oil;  we  won't  or  can't 
discipline  ourselves  to  do  without  it; 
therefore,  their  "terms,"  to  use  Co- 
nant's  word,  are  going  to  be  pretty 
steep. 

Lower  prices?  Forget  it.  Prices  are 
certain  to  go  higher. 

This  blunt  warning  comes  from  a 
man  well  worth  listening  to.  Conant, 
50,  is  "only"  Assistant  Administrator 
of  the  Federal  Energy  Administration 
for  International  Energy  Affairs.  But 
he  is  probably  the  most  knowledge- 
able oilman  in  the  Government  today. 
He  came  to  federal  service  two  years 
ago  after  more  than  a  decade  with 
Exxon  as  senior  government  relations 
counselor  for  the  Middle  East  and 
Asia.  In  the  following  interview  with 
Forbes'  James  Cook,  Conant  speaks 
in  guarded  language  but  with  blunt 
meaning. 


Not  Jong  ago,  Sheik  Yamani,  Saudi 
Arabia's  oil  minister,  said  in  effect  that 
the  price  of  oil  teas  50%  political.  Does 
that  mean  that  if  Secretary  Kissinger 
succeeds  in  working  out  a  Middle 
East  settlement  we  can  expect  a  drop 
in  the  prise  of  oil? 

Conant :  I  doubt  there's  a  necessary 
connection.  I  agree  that  the  issue  of 
Israel  is  a  serious  complicating  fac- 
tor, but  I  also  believe  that,  even  if 
the  Secret aiy  were  successful  beyond 
our  wildest  dreams,  we  would  be 
laced  with*  a  continuing  set  of  ex- 
tremely difficult  negotiations  over  oil 
with  all  of  the  producing  countries. 

If  we  look  at  the  past  political  his- 
tory of  every  significant  oil  producer— 
excepting  the  U.S.  and  the  communist 


world— every  one  of  them  has  in  re- 
cent memory  undergone  a  colonial  ex- 
perience. And  this  common  colonial 
experience  seems  to  me  a  more  endur- 
ing, more  unifying  background  factor 
in  the  Organization  of  Petroleum  Ex- 
porting Countries  than  the  issue  of 
Israel  or  of  almost  any  other  thing 
you  could  think  of. 

I  don't  know  how  you  deal  with  it 
when  the  minds  of  the  men  sitting 
across  the  table  from  you  have  been 
seared  by  their  own  personal  engage- 
ment in  this  experience,  and  until  we 
have  worked  our  way  through— I 
hesitate  even  to  call  it  a  "psycholog- 
ical" problem,  because  this  seems  to 
mean  the  other  guy  has  got  the  prob- 
lem—we won't  even  have  a  process 
.whereby  we  can  discuss  these  matters. 

In  the  19th  century,  the  industrial- 
izing world  developed  certain  institu- 
tional devices— imperialism,  that  is— 
for  assuring  access  to  a  supply  of  raw 
materials.  That  system  collapsed  with 
World  War  II.  What  we're  engaged 
in  now,  it  seems  to  me,  in  oil  as  in 
other  commodities,  is  the  beginning 
of  an  earnest  endeavor  to  find  some 
new  mechanism  that  will  give  the  in- 
dustrialized world  the  access  that 
ii:  used  to  have— but  under  terms  ac- 
ceptable to  both  sides. 

These  terms  are  going  to  involve 
one  very  distinctive  difference  from 
the  systems  we  had  earlier— the  pro- 
ducers will  have  to  be  given  access 
to  the  markets  of  the  industrialized 
world.  In  oil,  this  means  that  more 
crude  will  be  processed  in  its  home 
territory.  Similarly,  in  petrochemicals, 
those  things  we  used  to  reserve  to 
ourselves  are  indisputably  going  to  be 
part  of  this  new  arrangement.  So  are 
steel    and    shipbuilding.    The    whole 


gamut  of  things  that  used  to  be  re- 
served for  our  side  of  the  table  is 
somehow  going  to  be  worked  into  this 
new  understanding.  What  we  have 
to  do  is  develop  a  mutuality  of  inter- 
est in  keeping  the  system  reliable, 
durable,  reasonable,  as  seen  from 
both  sides. 

What  happens  until  we  can  work 
out  such  bedrock  changes  in  world 
trade  and  world  economics?  Do  we 
face  a  generation  of  constant  alarms, 
of  embargoes  and  threats  of  embar- 
goes and  of  interrupted  supplies? 

Conant:  There  are  varieties  of  short- 
falls about  which  we  may  have  to  be- 
come increasingly  sophisticated.  Em- 
bargo has  a  sharp  crack  about  it,  and 
it  brings  into  play  all  kinds  of  adverse 
reactions.  For  that  reason,  as  pro- 
ducer governments  become  ever  so 
much  more  sophisticated  in  their  han- 
dling of  the  supply  of  crude,  they  are 
bound  to  realize  that  they  could 
achieve  some  of  their  objectives 
through  what  we  would  call  contrived 
shortages.  This  would  not  have  the 
sharp  sound  of  an  embargo,  but  it 
would  mean  a  reduced  volume  of  oil 
available  to  the  industrial  world.  This 
could  be  done  for  reasons  that  have 
less  to  do  with  the  maintenance  of 
price  and  more  to  do  with  the 
achievement  of  political  objectives. 
When  inventories  run  down  and  when 
governments  don't  make  the  efforts 
that  are  necessary  to  create  strategic 
stockpiles,  or  can't  make  that  effort, 
then  it  seems  to  me  we've  added  a 
sophistication  to  the  dimensions  of 
supply  shortfalls  that  we  really  didn't 
think  of  in  1956  or  1967  or  1973. 
Just  as  crippling,  just  as  effective. 
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As  I  See  It 


WJiaf  you're  predicting  is  more 
subtle  forms  of  blackmail  and  of  eco- 
nomic warfare  then.  But  can  they  af- 
ford it?  OPEC  production  has  already 
dropped  back  to  about  where  it  was 
at  the  height  of  the  1973  embargo. 
How  much  lower  could  production  go 
if  the  OPEC  producers  did  set  about 
to  contrive  a  shortage?  I've  heard 
Kuwait  could  go  from  2.2  million  bar- 
rels a  day  at  present  to  750,000. 

Conant:  They  probably  could.  It  is 
said  that  their  limit  reflects  largely 
their  requirements  for  a  certain  level 
of  production  to  keep  their  utilities 
moving.  Anything  above  that,  in 
theory  at  least,  is  surplus.  Saudi  Ara- 
bia has  talked  about  their  ability  to 
satisfy  their  own  immediate  require- 
ments at  a  level  of  3  million  to  3.5 
million  barrels  a  day— down  from 
nearly  8  million  now.  That's  a  drop  of 
almost  unbelievable  magnitude. 

So  from  Kuwait  and  Saudi  Arabia 
alone  you  could  conceive  of  cutbacks 
of  between  6  million  and  7  million 
barrels  a  day.  Is  that  the  extent  of  it? 

Conant  :  It's  hard  to  think  of  where 
else  they  could  come  from.  When  you 
think  of  any  other  countries,  you  have 
to  think  of  their  revenue  requirements, 
which  even  on  the  basis  of  orders 
placed,  much  less  commitments 
thought  of  down  the  road,  would  re- 
quire a  continuing  flow  of  income.  So 
they  wouldn't  want  to  cut  back  more 
than  they  already  have.  A  cutback  of 
7  million  barrels  a  day  would  be  ex- 
treme, but  it's  not  impossible. 

This  would  be  more  than  a  quarter 
of  OPEC's  total  current  production. 

Conant:  It  would.  I  want  to  em- 
phasize that  we've  got  a  better  in- 
stitutional device  for  handling  a  con- 
trived shortage  or  an  embargo  than 
we  had  in  any  of  the  earlier  oil  crises 
—I  mean  the  Paris  International  En- 
ergy Agreements,  under  which  the 
U.S.,  Japan  and  Western  Europe 
agreed  to  share  their  available  sup- 
plies in  an  emergency.  The  agreement 
permits  action  not  only  if  an  embargo 
has  been  declared.  It  permits  action 
when  a  supply  shortage  is  anticipated. 
That  could  be  of  some  importance. 

So  you  don't  have  to  wait  until  the 
last  tanker  arrives  before  getting  help? 

Conant:  That's  right.  The  earlier  ar- 
rangements  implied   a   general   prob- 


lem for  all  importing  states.  The  IEA 
agreement  covers  actions  directed  at  a 
member  state,  a  group,  or  all. 

The  IEA  agreement  was  essential. 
But  this  doesn't  make  the  necessity 
for  finding  some  new  system,  some 
mutuality  of  interest,  any  less  compel- 
ling. People  talk  about  finding  new 
reserves  outside  the  Middle  East,  and 
sometimes  the  discussions  proceed  as 
if  there  are  these  reserves  and  it  re- 
quires only  the  determination  to  spend 
X  amount  of  money  and  X  amount 
of  technical  effort.  But  we  ought  to 
keep  uppermost  in  our  minds  thai 
those  reserves  may  not  be  there.  Even 
if  we  were  to  discover  today  the 
equivalent  of  two  North  Slopes  or. 
two  North  Seas— volumes  of  that  sort. 
proven  reserves— we  could  not  antici- 
pate their  coming  Into  the  world  mai 
ket  on  a  scale  of  any  importance  l"i 
five  years  and  maybe  even  ten. 

And  yet,  to  make  a  significant  dent 
in  the  role  ol  the  Middle  East  as  a 
supplier,  we  would  have  to  Bnd  this 
much  perhaps  every  year.  Over  the 
past  35  years,  ho\ve\er,  it  you  BXCepI 
Nigeria  and  the  discoveries  in  the 
Middle      East      and      the      connnnnisl 

world,  we  haven't  even  approached 
that  figure  in  terms  <>l  an  annual  a> 
erage  rate  ol  discovery.  Over  that 
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year  period,  despite  the  North  Sea 
and  the  North  Slope,  our  rate  of  dis- 
covery is  inadequate  by  maybe  50%. 
So  one  could  conclude  we've  got  quite 
a  problem.  And  we  do. 

At  the  same  time,  it  is  important 
to  recognize  that  the  OPEC  produc- 
ers are  dealing  with  a  commodity  in 
which  they  could  find  their  heavy 
short-term  advantage  disappearing 
over  the  next  decade  by  virtue  of  the 
signals  they  send  us.  These  reserves 
have  nothing  to  do  with  nuclear  pow- 
er or  solar  energy  or  coal  or  coal  con- 
version, all  of  which  will  in  good  time 
begin  to  work  their  way  into  the  en- 
ergy trade. 

Assuming  that  OPEC  continues  to 
signal  shortage. 

Conant:  Or  excessive  price.  Or  what- 
ever combination.  So  while  our  sit- 
uation calls  for  serious  actions,  you 
can't  tell  whether  a  decade  from  now 
this  short-term  advantage  will  prove 
to  have  been  wisely  handled. 

The  classical  economists  always 
claim  that  when  prices  go  up  mar- 
ginal reserves  become  economic.  Is 
there  any  evidence  that  this  is  hap- 
pening or  is  likely  to  happen  either 
in  the  U.S.  or  anywhere  else? 

Conant :  It's  the  best  argument  I 
know  for  the  decontrol  of  whatever 
administrative  or  price  mechanisms 
may  exist  here  or  in  England.  It's  not 
a  certainty,  because  if  the  oil  isn't 
there  or  the  technology  isn't  adequate,  . 
the  mere  adoption  of  policies  won't 
produce  the  oil.  But  there  is  much 
more  than  just  a  hunch  involved  in 
the  contention  that  calling  forth  addi- 
tional secondary  or  even  tertiary  re- 
covery techniques  will  be  an  impor- 
tant factor  in  expanding  our  reserves. 
I  don't  know  of  anyone  who  would 
suggest  that  it  will  be  the  equivalent 
of  an  annual  discovery  rate  of  20  bil- 
lion barfels  of  proven  reserves,  say, 
which  is*  what  we  would  need,  but  it 
is  one  of  those  things  that  we've  got 
to  try  to  do.  And  the  best  way  that 
is  available  is  the  incentive  the  classi- 
cal economists  tell  us  about. 

So  the  fourfold  increase  in  price 
tliat  the  Arabs  engineered  or  the  two- 
fold increase  that  would  result  from 
decontrolling  the  U$.  oil  price  might 
produce  a  10%  to  lS%  increase  in  our 
reserves— that  kind  of  ratio? 

Conant:  It  might. 


That  would  be  a  drop  in  the  huck- 
-:et,  of  course.  So  do  you  expect  that 
OPEC  will  raise  prices  when  it  meets 
in  Vienna  later  this  month? 

Conant:  My  personal  guess— and  it's 
a  hunch  based  on  playing  cards  in 
the  moonlight— is  they'll  raise  prices 
somewhere  between  $1  and  $2  a  bar- 
rel [vs.  $11.25  currently]. 

And  such  an  increase  could  be  made 
without  any  cutbacks  in  production? 

Conant:  I  think  so.  If  it's  in  the 
higher  range,  I  would  expect  some 
conditions.  OPEC  may  not  go  to  the 
full  length  of  $2,  but  will  go  some 
of  that  distance  now. 

Are  you  suggesting  that  they  hope 
to  test  the  strength  of  the  cartel  by 
increasing  the  price  in  stages? 

Conant:  No.  I  think  they're  testing 
us.  The  real  test  of  the  cartel  would 
have  to  be  answered  by  Saudi  Arabia 
and  Kuwait,  as  we  discussed  before. 
Whether  OPEC  goes  the  full  distance 
will  depend  upon  the  results  of  a  con- 
sumer-producer discussion.  That  kind 
of  condition— how  much  progress  has 
been  made. 

In  accomplishing  what? 

Conant:  Some  general  agreement  on 
the  process  that  must  govern  the 
trade  in  oil  from  now  on— volumes, 
prices,  length  of  agreements.  Totally 
implicated  in  this  would  be  an  assur- 
ance to  them  of  the  continuing  or  in- 
creasing value  of  the  money  that  they 
would  get  from  the  sale  of  oil— not 
just  the  security  of  investment,  but 
some  form  of  indexation— so  that  oil 
prices  would  go  up  in  line  with  other 
prices.  The  indexation  could  be  based 
on  so  many  formulae— most  of  which 
we  and  most  other  industrial  states 
have  said  don't  interest  us.  One  pro- 
posal says  to  the  producing  coun- 
tries: "We'll  keep  your  national  reve- 
nue whole;  in  bad  years  we'll  loan  or, 
in  effect,  give  you  what  you  need  to 
beef  it  up,  and  in  better  years  you 
pay  us  back."  Or  you  might  use  an 
index  based  on  the  principal  com- 
modities that  are  being  purchased  by 
the  producing  states,  and  there's  even 
the  one  that  the  oil  companies  ne- 
gotiated with  OPEC  several  years  ago 
that  was  based  on  a  basket  of  cur- 
rencies. Some  kind  of  system  will 
have  to  be  thought  out,  it  seems  to 
me.  And  in  truth  they  are  not  unrea- 
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sonable.     Not     unreasonable     at     all. 

What  you're  saying,  I  suppose,  is 
we  aren't  really  that  eager  anymore 
to  break  the  cartel  or  at  least  not  to 
lower  prices.  And  even  if  the  Saudis 
would  buy  a  50%  reduction  in  price, 
our  obligations  to  Iran,  say,  might  be 
such  that  we'd  move  heaven  and 
earth  to  get  the  price  back  up  again. 

Con  ant:  Not  the  least  of  our  con- 
cerns would  be  Iran's  ability  to  pay 
for  what  they've  ordered  from  us.  A 
drop  of  that  magnitude  would  under- 
cut every  endeavor  to  put  expensive 
money  into  expensive  new  technolo- 
gies, new  forms  of  energy. 

So  Iran's  needs  may  be  one  of  the 
critical  elements  in  the  equation. 

Con  ant:  Every  indication  is  that  they 
need  that  revenue  most  urgently,  and 
therefore  the  ability  of  Iran  to  influ- 
ence other  producing  states  is  limited 
by  that  dependence  on  revenues. 
And  so,  if  the  test  is  price,  maximiza- 
tion of  revenues,  my  guess  is  that 
within  OPEC  Saudi  Arabia  makes  the 
difference.  It  may  not  make  the  deci- 
sions, but  it  retains  the  potential  to 
make  the  difference.  One  of  the  fas- 
cinating questions  is  what  decision 
Saudi  Arabia  will  make.  If  Saudi 
Arabia  decided  for  any  number  of 
reasons  either  to  keep  the  present 
price  or  lower  it,  it  could  do  so  per- 
haps by  just  continuing  to  permit 
more  and  more  crude  to  be  lifted.  On 
the  other  hand,  they're  in  a  better 
position  than  any  other  producer  to 
cut  back  their  production. 

What  effect  would  you  expect  an 


increase  in  prices  to  have  on  consump- 
tion? Isn't  it  true  that  unless  you  give 
consumers  a  real  jolt,  send  prices  soar- 
ing sharply  and  rapidly,  nothing  much 
happens  to  consumption  at  all? 

Con  ant:  I  think  you're  probably 
right.  There's  very  little  known  about 
elasticity  and  much  less  is  known  than 
people  talk  about.  My  guess  is  that 
there's  considerably  less  elasticity  than 
we  had  before  the  embargo,  and  the 
reference  to  a  jolt  is  accurate. 

Obviously  we  have  an  energy  poli- 
cy, if  only  by  default.  Where  is  that 
policy  leading  us? 

Conant:  One:  It's  leading  us  to  this 
emergency  sharing.  Two:  It  is  lead- 
ing us  into  this  more  generalized  dis- 
cussion on  the  arrangements  for  access 
to  raw  materials. 

And  three:  to  a  much  greater  de- 
pendence on  imported  fuel  than  any- 
body likes  to  admit? 

Conant:  The  likelihood  of  a  turn- 
around in  our  situation  in  the  next 
five  or  ten  years  is  remote. 

And  our  dependence  on  foreign 
fuels  will  increase  and  increase 
substantially. 

Conant:  And  therefore  it  must  !><•  re- 
lated to  this  general  discussion  with 
the  producers  both  of  oil  and  ol  Other 
commodities  for  as  long  as  the  pro- 
ducers choose  to  link  the  two. 

That,  or  send  in   the  paratrooper* 

Conant:  That's  your  comment.  ■ 
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As  long  as  Firestone 
keeps  thinking  about  people, 

people  will 
keep  thinking  about  Firestone 
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Vans  dressed  like  this  Ford  ought  to  have  tires 
that  corner,  stop,  steer.,  .and  stand  out  from  the 
crowd.  Like  Firestone's  dressy  Super  Sport 
Wide  Ovals™ 
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rivers  on 
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bridges.  Today 
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of  our  Coated 
Fabrics 
Company 
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For  a  directory  of  all  our  products  and  services,  write  to  Firestone,  Dept.  A  1200  Firestone  Parkway,  Akron,  Ohio  44317. 


Riding  Out  The  Storm 

With  the  appliance  business  in  the  dumps,  how  is 
Whirlpool  Corp.  faring?  Pretty  well— considering. 


"This  may  sound  awfully  unimagina- 
tive," says  Whirlpool  Corp.  Chairman 
John  H.  Platts,  fidgeting  with  his  pipe, 
"but  there  aren't  a  lot  of  places  to  go 
when  you  set  yourself  a  minimum  tar- 
get of  returning  17%  to  20%  on  your 
shareholders'  equity." 

Forbes  had  asked  why  the  affable 
Platts,  57  and  Whirlpool's  top  man 
for  the  last  four  years,  kept  Whirlpool 
so  closely  tied  to  household  appli- 
ances. For  appliance  manufacturers, 
last  year  was  a  shocker.  Bad  enough 
to  push  Westinghouse  Electric  out  of 
the  business. 

Whirlpool  suffered,  too.  Unlike 
some  of  its  competitors,  Whirlpool 
was  still  profitable,  but  on  a  1%  sales 
loss,  to  $1.6  billion,  its  earnings  fell 
a  sickening  71%,  to  69  cents  a  share. 
Wouldn't  some  diversification  have 
served  Whirlpool  better? 

Not  really,  replies  Platts,  his  pipe 
now  alight.  Most  years,  he  points  out, 
Whirlpool  comfortably  meets  its  17%- 
to-20%  target.  Even  last  year  it  still 
earned  6%  on  equity  in  a  horrible  econ- 


omy and  after  taking  a  four-month 
strike  at  its  Evansville,  Ind.  refrigera- 
tor plant. 

The  fact  is  that  Whirlpool  has  one 
of  the  soundest  deals  in  U.S.  indus- 
try, and  Platts  feels  he  should  leave 
well  enough  alone. 

In  1941  Platts  signed  on  at  Whirl- 
pool as  a  $12-a-week  assembly  line 
worker  in  the  St.  Joseph,  Mich,  plant. 
He  was  too  broke  even  to  complete 
his  second  year  at  Toledo  University. 
Whirlpool's  sales  were  a  mere  $10  mil- 
lion. By  1962  Whirlpool  was  almost 
a  half -billion-dollar  business,  and 
Platts  was  sitting  in  the  president's 
office.  Platts 's  ability  to  meld  an  as- 
sortment of  appliance  manufacturers 
together  while  cutting  costs  on  the  as- 
sembly line  had  made  him  the  hand- 
picked  successor  to  Elisha  Gray  II, 
whose  string  of  mergers  in  the  mid- 
1950s  established  Whirlpool  as  the 
main  supplier  of  household  appliances 
to  Sears,  Roebuck. 

Each  year  Sears  now  takes  60%  and 
more      of      Whirlpool's      production. 


It  is  reckoned  that  roughly  speaking, 
Whirlpool  makes  every  other  domes- 
tic washing  machine  and  dryer  in  the 
U.S.,  and  its  lines  include  refrigera- 
tors, vacuum  cleaners,  ranges  and 
dishwashers.  With  long  production 
runs  virtually  guaranteed,  Whirlpool 
has  also  built  a  $500-million-or-so 
appliance  business  outside  of  Sears. 
Under  its  own  label,  Whirlpool  sells 
14,000  retailers,  equals  all  of  General 
Electric's  laundry  business  and  is 
twice  as  large  as  Maytag. 

But  every  silver  lining  has  its  cloud. 
In  1974  Sears  badly  misread  the  eco- 
nomic tea  leaves.  It  wasn't  until  last 
November  that  Sears  and  Whirlpool 
realized  they  had  a  glut  of  appli- 
ances on  their  hands. 

"We  had  watched  the  figures  dis- 
believingly,"  admits  Platts,  who  fig- 
ured the  strike  rather  than  the  eco- 
nomic malaise  was  behind  Whirl- 
pool's earnings  slide. 

The  massive  inventory  liquidation 
by  dealers  and  by  Sears  that  followed 
hit  Whirlpool  hard.  By  this  spring 
Platts  had  ordered  35%  of  Whirlpool's 
27,000  employees  furloughed.  It  was 
a  heartrending  decision  for  an-up- 
through-the-ranks,  $175,000-a-year 
executive  to  make.  "I  still  know  a  lot 
of  the  men  in  the  plants,"  says  Platts. 

In  spite  of  this,  Platts  and  his  direc- 
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Uncommon  skills  in  engineering 

and  a  commitment  to  solve 

problems  for  industry 

We  have  built  our  company  on  engineering  excel- 
lence. It  has  been  a  primary  commitment  for  more 
than  80  years.  Rexnord  products,  with  this  strong 
foundation,  have  been  developed  with  one  objec- 
tive: to  apply  these  engineering  skills  in  solving 
problems  for  industry.  Whether  it  is  a  fingertip- 
sized  fastener  for  a  McDonnell-Douglas  DC-10  or  a 
600  ton  crusher  for  mineral  reduction,  our  belief  in 
skillful  engineering  and  outstanding  quality  has 
never  varied. 

Rexnord's  capabilities  and  our  products  are  dis- 
cussed in  our  new  corporate  brochure.  For  your 
copy,  write  W.  C.  Messinger,  Chairman,  Rexnord 
Inc.,  P.  O.  Box  2022,  Milwaukee,  Wisconsin  53201. 
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Nordberg  vibrating  screens 

—  engineered  to  increase 

capacity,  save  power 
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Exclusive  design  of  new  Nordberg  DF  screens 
increases  capacity  up  to  40%.  Delivers  more  fin- 
ished product  with  far  lower  total  connected  horse- 
power. More  screening  efficiency  in  less  space.  No 
daily  maintenance  of  seals. 

Rexnord 
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tors  have  good  reason  to  be  skeptical 
about  diversification.  Their  past  ma- 
jor moves  in  this  direction  turned  out 
badly.  In  the  mid-Sixties,  at  about 
the  time  Platts  reached  the  top, 
Whirlpool  was  flush  with  cash  and 
eager  to  diversify.  Its  first  choice  was 
furniture-making.  Instead,  at  Sears' 
urging,  Whirlpool  bought  control  of 
two  of  Sears's  other  suppliers,  air- 
conditioning  equipment  maker  Heil- 
Quaker  and  Warwick  Electronics,  a 
smallish  Chicago-based  producer  of 
color-TV  sets  and  electric  organs. 

Double  Whammy 

"I  guess,"  says  Platts,  "we  bought 
into  Warwick  at  the  worst  possible 
time."  Whirlpool  paid  Sears  $33  mil- 
lion in  1966  for  57%  of  Warwick. 
Since  1969  Warwick  has  racked  up 
$7.8  million  in  losses,  the  victim  of 
Japanese  imports  and  consumer  cut- 
backs. On  its  balance  sheet,  Whirlpool 
now  carries  $19.5  million  in  intangible 
assets— in  effect  what  it  paid  over  book 
value  for  Warwick.  An  option  to  buy 
a  further  23%  from  Sears  at  $17.25 
a  share  expired  last  month.  War- 
wick's  stock  recently  was  at  3/2. 

Heil-Quaker  doesn't  publish  sepa- 
rate figures,  but  apparently  it  isn't  far- 
ing much  better.  This  spring  Whirl- 
pool threatened  to  close  all  of  Heil- 


Toe-to-toe  in  appliance  markets,  GE 
and  Whirlpool  differ  in  production 
philosophy.  GE  likes  big  plants; 
Whirlpool  says  small  ones  are  easier 
to  control,  citing  a  plant-inventory 
turnover  of  twice  the  industry  rate. 


Quaker's  production  lines  for  six 
months  if  business  didn't  improve.  As 
for  Warwick,  Platts  has  cut  it  to  the 
bone  and  put  all  its  color-TV  set  pro- 
duction in  one  plant.  "If  you've  got 
four  plants,  you  damn  well  better 
get  25%  of  the  market,"  explains 
Platts.  "With  one  plant  you  can  sur- 
vive with  6%." 

By  and  large,  Whirlpool  is  doing 
more  than  just  surviving.  In  the  sec- 
ond quarter  of  1975  sales  were  down 
just  7%  from  a  year  ago,  and  earnings, 
at  38  cents  a  share,  were  the  best  in 
six  quarters— showing  that  Whirlpool 
can  run  profitably  even  in  a  severe 
recession.  It  hopes  to  become  still 
more  efficient  in  the  future  when  it 
begins  manfacturing  much  of  the 
$100  million  worth  of  appliance  mo- 
tors it  now  buys  from  such  firms  as 
General  Electric  and  Emerson. 

"We're  past  the  trough  and  should 
be  approaching  a  normal  year  by  the 
fourth  quarter,"  says  Platts.  To  make 
his  point,  he  cites  the  fact  that  wash- 
ing machines  and  refrigerators  are 
necessities,  not  luxuries,  and  replace- 
ment purchases  can  only  be  postponed 
not  put  off  indefinitely.  "This  business 
is  like  reading  the  actuarial  tables," 
he  says.  It  is,  if  you  are  as  solidly 
entrenched  to  ride  out  the  bad  pe- 
riods as  is  Whirlpool.  ■ 


Rex  bucket  elevators 

—  engineered  for  higher 

centers  and  greater  capacities 
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Rex  elevators  handle  more  bulk  materials,  bear  up 
better  under  severe  day-in-day-out  duty.  Have  the 
built-in  ability  to  resist  shock,  wear,  abrasion,  dust. 
All  Rexnord-engineered  components  are  perform- 
ance matched  to  the  application  requirements. 

Rexnord 
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American  water  conditioning 

—  engineered  for  the  ultimate 

in  process  water  treatment 
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Systems  provide  properly  conditioned  water  in  any 
volume  for  any  industry.  Equipment  includes  hot 
and  cold  softeners,  ion  exchangers,  deaerators, 
chemical  feeders,  demineralizers,  degasifiers,  and 
dealkalizers. 

Envirex 

a  Rexnord  Company 


Cracks  In  Glass-Steagall? 


Do  the  banks  want  to  gobble  up  Wall  Street? 
Their  ambitions  are  probably  more  modest. 


As  if  cut-rate  commissions  on  the  bro- 
kerage side  of  their  business  weren't 
bad  enough,  the  investment  bankers 
are  gloomy  about  a  new  threat.  The 
commercial  banks,  they  whisper  dark- 
ly, are  nibbling  away  at  the  Glass- 
Steagall  Act,  the  Chinese  Wall  that 
separates  the  two  worlds  of  invest- 
ment and  commercial  banking. 

The  Act,  passed  in  1933  in  the 
wake  of  the  Crash  and  several  bank- 
ing scandals,  forbade  commercial 
banks  from  selling,  underwriting  or 
distributing  corporate  securities.  The 
idea  was  to  halt  conflicts  of  interest 
that  could  result  from  a  bank  selling 
the  securities  of  companies  to  which 
it  had  lent  money.  They  could,  how- 
ever, deal  in  government  and  munici- 
pal securities  and  provide  corporate 
advisory  services. 

Now,  both  the  Administration  and 
Congress,  hearing  the  cries  of  the  in- 
vestment bankers,  are  Studying  The 
Question.  Senator  Harrison  Williams 
(Dem.,  N.J.)  has  announced  that  his 
Banking  &  Currency  Committee  will 


hold  hearings  on  Glass-Steagall's  ade- 
quacy this  fall. 

For  their  part,  the  commercial 
bankers  protest— to  quote  W.J.  Tozer  c 
Jr.,  head  of  Citicorp's  Merchant  (read 
investment)  Banking  Group— they're 
doing  nothing  very  different:  "It's  a 
natural  aspect  of  the  broad-gauge 
banking  we  are  doing  today." 

Morgan  Guaranty,  for  example,  has 
a  mergers  and  acquisitions  (or  "fi- 
nancial services")  staff  that  has  ar- 
ranged deals  like  the  purchase  of  Gim- 
bels  by  Brown  &  Williamson  Tobac- 
co, or  Quaker  Oats'  takeover  of  Fish- 
er-Price Toys.  Citicorp's  investment 
bankers  advised  White  Consolidated 
on  the  purchase  of  Westinghouse's  ap- 
pliance business,  while  its  private- 
placement  specialists  arranged  $180 
million  worth  of  financing  in  the  year 
ended  June  30.  Now  other  banks  are 
rushing  to  set  up  investment  banking 
departments.  What's  going  on? 

One  thing  they're  doing,  of  course, 
is  adding  to  earnings  with  little  extra 
risk.  Many  bank  diversifications  of  re- 


cent years— mortgage  banking,  leas- 
ing, factoring— required  hard  capital. 
They  looked  great  on  the  way  up,  but 
could  cost  a  lot  on  the  way  down. 

By  contrast,  corporate  finance  con- 
sulting demands  little  more  commit- 
ment than  some  employment  contract 
office  space,  phone  lines  and  statio- 
nery. If  things  don't  work  out,  you 
terminate  the  contracts  and  unplug 
the  phones. 

What  can  the  commercial  banks 
do  better  than  the  investment  banks? 
Some  investment  bankers  argue  that 
the  commercial  banks'  deal-makers 
wouldn't  have  the  talent  to  make  it  on 
Wall  Street.  Says  one:  "I'm  not  wor- 
ried about  the  straightforward  com- 
petition; the  people  they've  got  aren't 
what  you'd  call  outstanding." 

But  William  Comfort,  who  runs  the 
corporate  finance  section  of  Citicorp's 
Merchant  Banking  Group,  counters 
that  the  banks  (and  Citibank  in  par- 
ticular) have  upgraded  their  staffs  un- 
til they  now  have  an  edge,  especially 
in  the  international  deal-making  area. 
"We're  the  best  channel  possible  to 
steer  overseas  direct  investors  into  the 
U.S.  market.  We  have  not  only  ex- 
tensive contacts  in  the  States,  but 
have  merchant  banks  in  places  like 
Thailand  and  Brazil.  Companies  have 
confidence  in  us  because  they  know 
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Carrier  vibrating  conveyors 

—  engineered  to  lower  conveying 

and  processing  costs 
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Single  conveyor  handles  heating,  cooling,  drying, 
screening,  scalping,  mixing,  dewatering,  and 
separating  of  everything  from  food  to  scrap  steel. 
Application  engineered  for  optimum  efficiency. 
Also  saves  floor  space,  investment. 

Rexnord 
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Thomas  flexible  couplings 

-  engineered  to  transfer 

power  efficiently 


Solve  misalignment,  end  float,  and  backlash  prob- 
lems with  Thomas  flexible  disc  couplings.  Assure 
faster,  easier  installation  with  economical  Thomas 
elastomer  couplings.  Handle  higher  torques  with 
roller  chain  couplings. 

Rexnord 
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that  we're  always  going  to  be  here." 
The  investment  bankers  most  like- 
ly to  be  hurt,  if  the  banks  do  go  into 
the  merger,  acquisition  and  private- 
placement  business,  are  not  the  big 
underwriting  houses  like  Salomon 
Bros.,  Goldman  Sachs  or  First  Bos- 
ton. Comments  one  partner  in  a  big 
underwriter:  "They're  competing  for 
maybe  5%  or  10%  of  our  total  busi- 
ness—but you're  certainly  not  talking 
about  losing  that  much." 

Most  worried  are  the  partners  in 
the  small  houses  whose  reputation 
and  business  come  from  their  skill  as 
imaginative  deal-makers.  Says  one: 
"We're  really  a  custom-tailoring  shop. 
Arranging  mergers,  acquisitions  and 
private  placements  accounts  for  may- 
be 40%  of  our  business.  Simple  com- 
petition doesn't  bother  me.  What  does 
is  the  banks  using  their  power  as  lend- 
ers to  take  away  business." 

The  bankers  Forbes  talked  with 
seem  to  be  aware  of  the  dangers  and 
improprieties  involved  in  mixing  the 
lending  and  advisory  functions.  How- 
ever, one  investment  banker  told  of  a 
corporate  client  who  banked  at  a  big 
New  York  bank.  "The  bank  said  to 
my  client,  'You  should  get  some  long- 
term  financing  in  the  form  of  a  private 
placement  with  an  insurance  compa- 
ny.'   The    treasurer    told    me,    'Gee, 


they've  lent  us  all  this  money,  so  we 
should  use  their  department  to  do  it.' 
So  what  do  they  do?  They  use  them, 
these  guys  aren't  the  top  pros  in  the 
field,  they  miss  the  market,  and  the 
company  never  gets  its  money." 

Underwriting  At  Home? 

But  do  the  banks  really  want  to 
get  back  into  underwriting  corporate 
securities  domestically?  The  invest- 
ment bankers  insist  that  they  do,  and 
point  to  the  banks'  interest  in  getting 
permission  to  underwrite  state  and  lo- 
cal government  revenue  bonds. 

That's  hardly  a  foot  in  the  door. 
True,  some  eager  beavers  in  the 
banks'  corporate  finance  departments 
would  like  to  take  over  the  whole  fi- 
nancial world,  but  most  commercial 
bankers  see  commonsense  objections 
to  underwriting  corporate  securities. 
As  Manufacturers  Hanover  Vice  Pres- 
ident George  Armiger  says,  "It's  not 
just  Glass-Steagall;  there  are  too  many 
risk  elements.  Banks  have  a  hard 
enough  time  keeping  people's  confi- 
dence these  days,  and  if  you  under- 
write and  get  hurt  doing  it,  you  can 
have  a  hard  time,  say,  rolling  over 
your  certificates  of  deposit." 

Besides,  some  major  U.S.  banks 
have  had  sobering  experiences  abroad, 
where   they   are  not  subject   to   U.S. 


limitations.  A  number  of  them  set  up 
London-based  merchant  banking  af- 
filiates in  the  late  Sixties.  Some,  like 
Bank  of  America,  Manufacturers  Han- 
over and  Wells  Fargo,  stuck  mainly 
to  managing  big  Eurodollar  loans.  But 
others,  to  their  sorrow,  jumped  head- 
long into  corporate  financing,  under- 
writing and  speculative  real  estate. 

Look  at  last  year's  results— spelled 
out  in  detail  not  in  domestic  annual 
reports  but  in  hard-to-get-at  British 
filings.  Officially,  merchant  banks 
owned  by  Bankers  Trust  and  Conti- 
nental Illinois  just  broke  even.  Ac- 
tually, BT  kept  $100  million  on  de- 
posit with  its  subsidiary  at  below-mar- 
ket  interest  rates  to  boost  the  subsid- 
iary's earnings  by  $3.5  million,  and 
also  made  an  $8-million  capital  infu- 
sion to  beef  up  sagging  ratios.  Con- 
tinental helped  out  its  merchant  bank 
by  buying  a  $5,000  debenture  from 
it  for  $15  million.  Marine  Midland's 
merchant  bank  reported  a  $1.4-mil- 
lion  loss,  and  would  probably  have  re- 
ported more  had  it  not  upstreamei 
nearly  $300  million  in  loans,  to 
spread  the  impact  of  its  bad  debts 
over  its  parent's  much  larger  portfolio. 

In  short,  more  freedom  provides 
both  opportunity  and  risk.  The  Lon- 
don experience  drove  that  home  to 
some  U.S.  banks  the  costly  way.   ■ 
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Rexnord 

serving  customer  needs 
worldwide 


Rexnord  has  a  worldwide  sales  and  manufacturing 
network  operating  29  plants  in  14  countries,  with 
sales  offices  and  authorized  distributors  in  all  major 
cities.  A  highly  trained  field  force  offers  full  engi- 
neering and  service  assistance. 

Rexnord 
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Learn  more  about  Rexnord 
problem-solving.  Write  us 


Our  corporate 
brochure  and  annual 
report  detail  the  many 
ways  that  Rexnord 
might  be  of  help  to  you. 
Just  fill  out  coupon 
below  and  mail  to 
W.  C.  Messinger, 
Chairman, 
Rexnord  Inc.,  P.  O. 
Box  2022,  Milwaukee, 
Wisconsin  53201. 
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Fueling  the 
economy 


If  American  industry  is  to  compete  in  future  world 
markets  while  providing  for  our  economic  needs  at 
home  —  supplying  jobs  and  incomes  —  it  will  have  to 
generate  much  of  its  own  capital . . .  the  fuel  it  runs  on. 
This  calls  for  greater  productivity.  Productivity  tomor- 
row that  can  only  come  from  major  investments  in 
and  equipment  today. 
General  Electric  Credit  makes  it  easy  for  progress- 


minded  companies  to  meet  their  capital  requirements 
now  ...  to  get  what  they  need  to  increase  productivity, 
resulting  in  greater  profits. 

Find  out  what  we  can  do  for  your  company's  future. 
Contact  the  GECC  office  nearest  you  to  discuss  your 
capital  needs. 

At  General  Electric  Credit,  we  help  American  busi- 
ness finance  its  own  future. 


£  MANY  THINGS 
GECC  FINANCES 
AREN'T  EVEN 
•  ^x      ELECTRIC. 


General 
Electric 


Credit 


CORPORATION 

Administrative  Offices: 
Stamford,  Connecticut  06904 


The  Richest  Get  Richer 


With  its  luck,  someone  remarked  of  Getty  Oil  Co.,  it 
will  find  coal  in  its  uranium.  Instead,  it  found  gold. 


In  July  Getty  Oil  Development  Co., 
Ltd.,  a  Getty  subsidiary,  found  gold 
mineralization  in  its  Jabiluka  Two 
uranium  field  in  northern  Australia. 

Uranium,  however,  is  not  the  only 
thing  Getty  has  found  turning  to  gold. 

Late  last  December  the  first  ex- 
ploratory well  drilled  in  Getty's 
11,700-acre  gas  and  oil  field  20  miles 
north  of  Mobile,  Ala.  raised  oil  fe- 
ver more  than  a  few  degrees  when 
Getty,  whose  announcements  err  only 
on  the  side  of  conservatism,  confirmed 
that  they  might  have  made  "a  sig- 
nificant discovery."  Based  on  early  es- 
timates, Wall  Street  analysts  have 
been  estimating  reserves  in  the  neigh- 
borhood of  100  million  to  350  million 
barrels.  Some  have  even  been  com- 
paring it  to  nearby  Florida  where 
Exxon's  Jay  Field  has  reserves  rated 
at  more  than  300  million  barrels. 
"New"  oil  now  sells  for  more  than  $12 
a  barrel  putting  the  potential  value 
of  the  Getty  field  in  the  billions. 

Last  month,  Getty  reached  an 
agreement  with  Phillips  Petroleum 
over  the  terms  under  which  Phillips 
will  purchase  Getty's  California  crude, 
an  agreement  that  will  add  about 
$30  million  aftertax  to  Getty's  third- 
quarter  net  and  about  $1  per  share 
each  year  after  that  until  1985. 

Getty,  shrewdly  guided  by  its  82- 
year-old  founder,  Jean  Paul  Getty, 
has  always  concentrated  where  the 
money  is— in  crude  oil— tending  t(T 
leave  the  less-profitable,  capital -in  ten- 
sive refining  and  marketing  to  others. 


As  a  result,  Getty  stands  to  gain 
relatively  more  from  decontrol  than 
any  other  big  oil  company.  About  75% 
of  its  oil  is  "old"  oil,  price  controlled 
at  $5.25  a  barrel,  while  for  the  indus- 
try as  a  whole,  only  about  60%  is 
"old."  Also,  a  full  70%  of  Getty's  pro- 
duction is  in  North  America,  where 
it  is  relatively  safe  from  nationaliza- 
tion—as against  only  22%  of  Mobil's 
or  31%  of  Exxon's  on  the  North  Amer- 
ican continent.  What  makes  this  espe- 
cially attractive  to  investors  is  the  fact 
that  Getty  has  only  19  million  com- 
mon shares  outstanding  while  the  big 
internationals  have  hundreds  of  mil- 
lions of  shares. 

Last  year  Getty  earned  $15  a 
share.  If  total  deregulation  comes,  a 
few  years  down  the  road  Getty  could 
be  making  almost  twice  as  much 
just  on  current  production. 

In  a  year  when  the  big  interna- 
tionals are  suffering  severe  profit  de- 
clines, in  the  first  half  Getty  was  down 
only  19%  (to  $5.84  a  share).  By  con- 
trast, Mobil's  dropped  39%,  Gulf's  41%. 

There  is  more  than  luck  in  Getty's 
strong  crude  oil  position.  The  com- 
pany has  a  real  nose  for  the  stuff  and 
a  flair  for  developing  it  at  low  cost. 
Geoffrey  Hertel,  oil  analyst  for  the 
Houston  investment  house  of  Rotan 
\Iosle,  estimates  that  Getty's  costs  for 
finding  a  barrel  of  reserves  is  only  60% 
of  the  national  average. 

Getty  was  an  early  entrant  into  sec- 
ondary recovery,  which  in  1974  ac- 
counted   for    36%    of    its    production. 


Berg  of  Getty 


This  has  protected  the  company  from 
the  declines  in  liquid  production  that 
have  hampered  other  operators  of  old- 
er fields.  "When  it  comes  to  secondary 
recovery,"  says  analyst  Herb  Hart  of 
Bateman  Eichler,  Hill  Richards,  "Get- 
ty wrote  the  book."  Total  U.S.  liquid 
production  is  down  7.5%  since  1970; 
Getty's  has  only  decreased  1.5%.  Much 
of  the  new  production  has  come  from 
increasing  production  offshore  Louisi- 
ana and  onshore  Texas,  as  well  as 
California,  but  secondary  recovery 
has  been  a  big  help,  and  the  possi- 
bilities are  far  from  exhausted. 

Looking  down  the  road  a  way, 
Getty  also  holds  a  23.5%  interest  in 
the  North  Sea  Piper  and  Claymore 
fields.  In  Piper,  the  economics  look 
extremely  favorable.  It  has  the  larg- 
est reserves  in  the  North  Sea,  which 
can  be  developed  from  a  single  plat- 


Structural  support  f6r  drilling  platform  being  towed    to  North  Sea  field  in  which  Getty  has  an  interest. 


.     ■ 
■ 


reprinted  Irom  TV  Guide  magazine 


I  REMEMBER... 

A  young  writer  reflects 

on  the  impact  television  has  had 

on  her  generation 


By  Joyce  Maynard 

We  got  our  TV  set  in  1959,  when  I 
was  5.  So  I  can  barely  remember  life 
without  television.  I  have  spent 
20,000  hours  of  my  life  in  front  of 
the  set.  Not  all  of  my  contempor- 
aries watched  so  much,  but  many 
did,  and  what's  more,  we  watched 
the  same  programs,  heard  the  same 
commercials,  were  exposed  to  the 
same  end-of-show  lessons.  So 
there  is,  among  this  generation  of 
television  children,  a  shared  history, 
a  tremendous  fund  of  common  ex- 
perience. These  massive  doses  of 
TV  have  not  affected  all  of  us  in  an 
identical  way,  and  it  would  be  risky 
to  draw  broad  conclusions.  But  if  a 
sociologist  were— rashly— to  try  to 
uncover  some  single  most  impor- 
tant influence  on  this  generation, 
which  has  produced  Patty  Hearst 
and  Alice  Cooper  and  the  Jesus 
movement  and  the  peace  move- 
ment; if  he  were  searching  for  the 
roots  of  1960's  psychedelia  and 
1970's  apathy,  he  would  do  well  to 
look  first  at  television. 

My  own  motives  are  less  am- 
bitious. I  know,  simply,  that  a  rerun 
of  /  Love  Lucy  or  Father  Knows  Best, 
the  theme  music  from  Dr.  Kildare  or 
the  sad,  whistling  refrain  from 
Lassie  can  make  me  stand,  frozen, 
before  the  set.  It  is  as  if  I,  and  not 
Timmy  Martin,  had  been  stuck  in  an 
abandoned  mine  shaft  during  a 
thunderstorm,  as  if  I,  and  not  Lucy 
Ricardo,  had  dropped  a  diamond 
ring  somewhere  in  the  batter  of  a 
seven-layer  cake.  I  didn't  so  much 
watch  those  shows  when  I  was  lit- 
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The  TV  generation  grew  up  with  Lucy . . . 

tie;  I  let  them  wash  over  me.  Now  I 
study  them  like  a  psychiatrist  on  his 
own  couch,  looking  hungrily  for 
some  clue  inside  the  TV  set  to  ex- 
plain the  person  I  have  become. 

I  was  not  a  dull  or  energyless 
child,  or  neglected  by  my  parents. 
Our  house  was  full  of  books  and 
paints,  and  sometimes  I  did  choose 
to  draw  or  ride  my  bike.  But  the  pic- 
ture of  my  childhood  that  comes  to 
mind  is  one  of  a  dimly  lit  room  in  a 
small  New  Hampshire  town  and  a 
girl  listening,  leaden-eyed,  to  some 
talk-show  rendition  of  "I  Left  My 
Heart  in  San  Francisco."  It  is  a  pic- 
ture of  myself  at  age  8,  wise  to  the 
ways  of  "Vegas,"  the  timing  of  stand- 
up  comics,  the  marriages  of  Zsa 
Zsa  Gabor,  the  advertising  slogans 
of  Bufferin  and  Fab. 

And  what  did  all  this  television 
watching  teach  me?  Well,  I  rarely 
swallowed  the  little  pellets  of  end- 


of-show  morals  presented  in  tl 
television  shows  I  watched  (th  ■• 
crime  does  not  pay,  that  one  mu 
always  obey  one's  parents).  But 
observed  something  of  the  way  tl 
world  works:  that  life  is  easier  if  o 
fits  in  with  the  established  conve 
tions;  that  everything  is  easier 
one  has  a  pretty  face. 

And  in  the  process  of  acquiri 
those  melancholy  truths  I  picked  i! 
an    embarrassingly    large    fund 
knowledge  that  is  totally  unusab 
(except,    perhaps,    ironically, 
some  television  game  show).  I  c 
hum  Perry  Mason's  theme  song 
give  the  name  of  the  actress  w 
played  Donna  Reed's  best  friend 
would  happily  trade  that  knowled 
for  the  facility  with  piano  or  balle 
might  have  if  I'd  spent  those  tele 
sion    hours   practicing    music   a 
dance  instead.  But  something  els 
gained   from  television   should 
less  lightly  dismissed.  I  guess  it  is 
sense   of   knowing   America,    n 
simply    its    vulgarities    but    i 
strengths  as  well:  the  rubber  face 
Lucille   Ball,   the   lovableness   I 
Americans  on   Candid  Camera,  a 
athlete's  slow-motion  grace  in  a 
instant    replay    on    Monday    Nigi 
Football. 

So  many  hours  of  television 
watched  — hundreds  of  bank  rot 
beries,  touch-and-go  operations  an 
barroom  fights,  millions  of  dollar; 
worth  of  refrigerators  awarded  t 
thousands  of  housewives  wh 
kissed  dozens  of  game-sho1 
moderators— and  yet  the  list  of  in 
dividual  programs  I  remember  i 
very  short.  One  is  the  Beatles'  ap 
pearance,  the  winter  I  was  10,  o 
The  Ed  Sullivan  Show.  I  remembe  '= 
the  on-camera  shooting  of  Le 
Oswald,  and  the  face  of  Jacquelin 
Kennedy  at  her  husband's  funeral. . 
few  particularly  marvelous  episode 
of  the  old  Dick  Van  Dyke  Show  stan 
out:  Laura  Petrie  getting  her  to 
stuck  in  the  bathroom  faucet;  Ro 
imagining  that  he's  going  bald.  On 
or  two  /  Love  Lucy  shows,  And 
Griffith  shows,  a  Miss  America  con 
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stant  who  sang  a  number  from 
The  Sound  of  Music"  — dressed 
ce  a  nun— and  then  whipped  off 
3r   habit   to   reveal   a   spangled 
athing  suit.  I  remember  a  special 
ve-part   Dr.   Kildare  segment   in 
hich  a  team   of  doctors  had  to 
loose  five  patients  for  a  lifesaving 
[dney  machine  out  of  eight  candi- 
ates.  I  remember  getting  up  at  mid- 
light  to  watch  Neil  Armstrong  land 
|n  the  moon— expecting  to  be  awed, 
ut  falling  asleep  instead. 


. .  but  Beaver  Cleaver  had  more  impact. 

My  strongest  memories  are  of  one 
eries  and  one  character.  Not  the 
est,  but  the  one  that  formed  me 
lore  than  any  other,  that  haunts  me 
till,  and  left  its  mark  on  a  good- 
ized  part  of  a  generation:  Leave  It 
o  Beaver.  I  watched  that  show  ev- 
ry  day  after  school  (fresh  from  my 
wn  failures)  and  studied  it,  like 
omework,  because  the  Cleaver 
imily  was  so  steady  and  normal— 
nd  my  own  was  not— and  because 
ie  boys  had  so  many  friends, 
layed  basketball,  drank  sodas,  fit 
?.  Watching  that  series  and  other 
amily  situation  comedies  was 
Imost  like  taking  a  course  in  how 
3  be  an  American. 

I  loved  my  father,  but  I  longed  se- 
retly  for  a  "Dad"  like  Ward  Cleaver, 
rho  puttered  In  a  work  shed,  build- 
lg  bookcases  and  oiling  hinges, 
ne  who  spent  his  Saturday  after- 
oons  playing  golf  or  mowing  the 
iwn  or  dipping  his  finger  into  cake 


batter  whipped  up  by  a  mother  in  a 
frilly  apron  who  spent  her  time  going 
to  PTA  meetings  and  playing  bridge 
with  "the  girls."  Wally  Cleaver,  the 
older  brother,  was  one  of  those  boys 
destined  to  be  captain  of  every 
team  he  plays  on.  But  Beaver  had 
his  problems— often  he  was  uncoor- 
dinated, gullible,  less  than  perfectly 
honest,  tricked  by  his  older 
brother's  friends,  made  fun  of.  He 
lost  library  books  and  haircut 
money  Once  he  sent  away  for  a 
"free"  accordion  and  suddenly 
found  himself  wildly  in  debt.  Of 
course  he  got  caught— he  always 
did.  I  remember  him  so  clearly,  as 
familiar  to  me  as  a  brother. 

Occasionally  I  go  to  college  cam- 
puses. Some  student  in  the  au- 
dience always  mentions  Beaver 
Cleaver,  and  when  the  name  is 
spoken,  a  satisfied  murmur  can  be 
heard  in  the  crowd.  Somebody— a 
stranger,  in  his  20s  now— wrote  to 
say  he  watches  Bea ver  reruns  every 
morning.  He  just  wanted  to  share 
memories  of  the  show  with  me  and 
recall  favorite  episodes.  We  were 
not  readers,  after  all,  this  stranger 
and  I.  We  have  no  great  literary  tra- 
dition behind  us.  Our  heritage  is 
television.  Wally  and  Beaver 
Cleaver  were  our  Tom  Sawyer  and 
Huck  Finn. 

There's  something  terribly  sad 
about  this  need  to  reminisce,  and 
the  lack  of  real  stories,  true  experi- 
ences, to  reminisce  about.  Partly  it 
is  that  we  grew  up  in  the  '60s,  when 
life"was  soft,  and  partly  that  we  grew 
up  with  television,  which  made  life 
softer.  We  had  Vietnam,  of  course, 
and  civil-rights  battles,  and  a  brief 
threat  of  nuclear  attack  that  led 
neighbors,  down  the  block,  to  talk  of 
building  a  fallout  shelter.  But  I 
remember  the  large  events,  like  the 
Kennedy  and  King  assassinations, 
the  space  launches  and  the  war,  as 
I  experienced  them  through  televi- 
sion. I  watched  it  all  from  a  goose- 
down-filled  easy  chair  with  a  plate 
of  oatmeal  cookies  on  my  lap— on 
television. 


We  grew  up  to  be  observers,  not 
participants,  to  respond  to  action, 
not  initiate  it.  And  I  think,  finally,  it 
was  this  lack  of  real  hardship  (when 
we  lacked  for  nothing  else)  that  was 
our  greatest  hardship  and  that  led 
so  many  among  this  television  gen- 
eration to  seek  out  some  kind  of  ar- 
tificial pain.  Some  of  us,  for  a  time  at 
least,  gave  up  matching  skirt-and- 
sweater  sets  for  saffron-colored 
Hare  Krishna  robes;  some  gave  up 
parents  and  clean-cut  fiances  for 
the  romance  of  poverty  and  the  ex- 
citement of  crime.  Rebellion  like 
that  is  not  so  much  inspired  by 
television  violence  as  it  is  brought 
about  by  television  banality:  it  is  a 
response  not  to  The  Man  from 
U.N.C.LE.  but  to  Father  Knows  Best. 
One  hears  it  said  that  hatred  of  an 
idea  is  closer  to  love  than  to  in- 
difference. Large  and  angry  rejec- 
tions of  the  bourgeois,  the  conven- 
tional—the Beaver  Cleaver  life— 
aren't  so  surprising,  coming  from  a 
generation  that  grew  up  admiring 
those  things  so  much. 

Television  smartened  us  up,  ex- 
panded our  minds,  and  then  pro- 
ceeded to  fill  them  with  the  only 
kinds  of  knowledge  it  had  to  offer: 
names  of  Las  Vegas  nightclubs, 
brands  of  detergent,  players  of  bit 
parts.  And  knowledge— accurate  or 
not— about  life:  marriage  as  we 
learned  about  it  from  Ozzie  and  Har- 
riet. Justice  as  practiced  by  Matt 
Dillon.  Politics  as  revealed  to  us  on 
the  6  o'clock  news. 

Anguished,  frustrated  and 
enraged  by  a  decade  of  war  in  Viet- 
nam as  we  saw  it  on  the  news,  we 
became  part  of  the  news  our- 
selves—with peace  marches,  rallies 
in  the  streets.  But  only  briefly;  we 
were  easily  discouraged,  quick  to 
abandon  hope  for  change  and  to 
lose  interest.  That,  also,  comes  from 
a  television-watching  childhood,  I 
think:  a  short  attentior  span,  and  a 
limpness,  an  inertia,  acquired  from 
too  many  hours  spent  in  the  easy 
chair,  never  getting  up  except  to 
change  the  channels. 


\o  read  about  television  than  will  buy  any  other  magazine 
to  read  about  anything  else. 
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inDUSTRV  TOO! 

A  lot  of  what  people  want  to  escape 
to— like  cleaner,  less  hectic, 
quieter  living— is  available  in 
communities  of  5,000  to  100,000 
that  are  seeking  new  industry.  We 
know  of  many  with  the  resources 
and  facilities  that  are  important  in 
relocating  industry.  We'd  like  to 
tell  you  about  them. 

FOR  INFORMATION  about  the 
easy-living  small  and  medium  size 
towns  on  our  line,  please  write  us 
on  your  letterhead,  in  complete 
confidence  and  without  obligation, 
stating  as  much  as  possible  your 
specific  needs. 

N.  A.  KIRCHOFF, 
Vice  President -Industrial 
Development,  St.  Louis-San 
Francisco  Railway  Co.,  923J 
Frisco  Bldg.,  St.  Louis,  Mo.  63101, 
or  call  (314)  241-7800 

74039A 


St.  Louis-San  Francisco  Railway  Co. 

Frisco  Territory  includes: 

Alabama,  Arkansas,  Florida, 

Kansas,  Mississippi,  Missouri, 

Oklahoma,  Tennessee,  and  Texas. 


form— a  big  boon  to  development 
costs.  With  reserves  estimated  at  700 
million  to  800  million  barrels,  invest- 
ment cost  per  barrel  will  be  among 
the  lowest  and  its  ultimate  percent- 
age of  recovery  among  the  highest  in 
the  Sea.  At  peak  production,  profits 
from  Piper  could  exceed  $2  per  share. 
Drilling  is  scheduled  to  begin  by  the 
end  of  the  year,  with  production  to 
begin  in  1976— making  it  one  of  the 
first  of  the  North  Sea  fields  to  come 
on.  The  Claymore  Field  lies  roughly 
adjacent  to  Piper  (both  fields  can  use 
a  common  pipeline),  though  recovery 
costs  seem  less  favorable  here. 

Looking  further  down  the  road, 
Getty  has  not  neglected  the  future: 

Getty  started  purchasing  oil  shale 
acreage  back  in  the  1940s,  which 
means  that  the  company  has  spent  a 
mere  $4.7  million  to  acquire  32,300 
acres  of  shale  land  in  Colorado.  Stan- 
dard of  Indiana  recently  paid  over 
$200  million  for  a  5,000-acre  lease  in 
the  rich  Mahogany  Zone  in  the  north- 
western portion  of  the  state  where 
Getty  holds  20,000  acres.  With  shale 
recovery  costs  currently  estimated  at 
$14  per  barrel,  Getty  is  in  no  hurry. 
But  with  its  low  initial  expenditure, 
it  can  afford  to  wait  until  technology, 
environmental  questions  and  the 
market  favor  development. 

Down  Under 

In  Australia,  Getty  has  a  35%  in- 
terest in  two  large  uranium  strikes. 
The  Australian  government  has 
banned  the  export  of  uranium,  but 
Harold  Berg,  Getty's  new  chief  op- 
erating officer  since  January,  feels  that 
the  really  big  demand  for  uranium  is 
still  down  the  line  and  that  the  com- 
pany can  wait  until  government  pol- 
icies favor  terms  for  bringing  it  out. 
Recently,  the  Australian  government 
agreed  to  supply  73%  of  the  develop- 
ment cost  for  50%  of  the  equity  to 
another  operator,  and  Getty  might  be 
able  to  negotiate  similarly  favorable 
terms.  In  addition,  Getty  has  uranium 
interests  in  Wyoming,  and  escalating 
prices  have  made  these  properties  at- 
tractive for  development.  Getty  plans 
to  increase  spending  in  this  area  next 
year  when  activity  resumes  at  its 
Petrotomics  milling  operation.  Besides 
uranium  mining,  Getty  has  interests  in 
fuel  fabrication  and  reprocessing  facil- 
ities (Nuclear  Fuel  Services  Inc.).  If 
government  policies  were  to  favor  in- 
creased development  of  nuclear  pow- 
er, these  facilities  might  net  Getty  $1 
per  share  by  1980. 

Getty  owns  valuable  California  real 
estate-97,000  acres-of  which  86,000 
acres  can  be  developed  for  agricul- 
tural and  commercial  use.  These 
86,000  acres  are  carried  on  Getty's 
books  at  $10  million,  well  below  mar- 


ket value  (perhaps  as  much  as  $100 
million  below);  it  can  afford  to  hold 
them  for  the  best  opportunity. 

On  top  of  all  this,  Getty  is  extreme- 
ly liquid.  It  began  the  year  with  near- 
ly $400  million  in  cash  and  just  $157 
million  in  long-term  debt.  Unlike  many 
oil  companies  that  had  to  borrow  on 
the  expensive  money  market  last  year, 
Getty  was  able  to  finance  all  of  its 
capital  spending  from  internal  funds. 

Getty's  strong  cash  capital  position 
has  enabled  it  to  play  the  oil  game 
with  an  eye  to  building  reserves  rath- 
er than  for  producing  earnings  dur- 
ing the  Sixties  and  early  Seventies. 
Now,  however,  earnings  are  beginning 
to  flow  to  the  bottom  line. 

Because  it  is  rich  and  because  it 
doesn'st  have  to  worry  about  outside 
stockholders  (Jean  Paul  controls  64% 
of  the  stock),  Getty  has  never  hesitated 
to  cut  its  losses  rather  than  trying  to 
sweep  them  under  the  rug.  Its  half 
ownership  in  Japan's  Mitsubishi  Oil 
Co.  didn't  work  out,  so  Getty  has  now 
written  off  the  remaining  $6-million 
investment,  even  though  it  still  retains 
its  equity  in  the  troubled  operation. 
This  year,  with  the  tanker  market  soft, 
Getty  didn't  hesitate  to  sell  three  of 
its  tankers  for  scrap.  With  over  50% 
of  its  remaining  tonnage  on  long-term 
charter  (the  rest  is  in  proprietary  ser- 
vice), Getty  should  continue  to  make 
money  in  this  troubled  business  (al- 
though not  as  much  as  last  year  when 
it  netted  $16  million). 

The  big  140,000-barrel-a-day  Dela- 
ware City  refinery  continues  to  lose 
money  because  of  low  demand  and 
crude  allocation  restrictions  that  af- 
fected all  refiners.  Executive  Vice 
President  Berg  says  the  company  is 
not  banking  on  its  return  to  profit- 
ability and  that  the  refinery  could  be 
bought  at  the  right  price.  By  and 
large,  Getty  would  rather  put  its 
money  into  exploration  and  develop- 
ment rather  than  brick  and  mortar. 

No  coal?  Not  yet.  "We're  basically 
an  oil  company,"  Berg  says,  emphat- 
ically. "But  we  would  like  some  coal 
interests."  With  all  that  cash  and  bor- 
rowing power,  Getty  could  easily 
enough  buy  or  find  the  coal  it  wants 
—when  it  wants  it. 

Jean  Paul  Getty  is  no  longer  just  a 
billionaire.  He  is  a  two-billionaire— 
the  value  of  his  Getty  Oil  holdings 
alone.  In  a  stock  market  where  the 
big  international  oil  stocks  are  all  sell 
ing  well  below  their  old  highs— and 
frequently  at  a  discount  from  book 
value— Getty  stock  is  riding  high.  It 
had  a  total  market  value  last  month 
of  $3.3  billion— almost  equal  to  Gull 
Oil's,  and  Gulf  is  six  times  as  big.  The 
growth  cult  may  be  dead,  but  good 
management  still  ranks  ahead  of  ihew 
size  when  it  comes  to  stock  prices,  ■ 
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Is  The  Pepsi  "Generation" 
Getting  Middle-Aged? 

Is  PepsiCo  losing  its  fizz? 


Donald  Kendall,  chairman  of  Pepsi- 
Co, Inc.  is  obsessed  with  growth.  It 
is,  he  says,  "the  ultimate  goal  of  what 
one  wants  to  do."  Never  mind  that 
such  former  growth-ites  as  ITT,  Lit- 
ton, Avon  Products  and  others  have 
come  to  the  end  of  their  strings.  Pepsi- 
Co is  still  at  it.  Last  year,  a  difficult 
time,  it  tacked  precisely  10%  on  to  its 
previous  year's  showing,  which  was 
itself  precisely  10%  higher  than  the 
year  before.  At  the  six-month  mark 
in  1975,  PepsiCo  reported  $1.78  per 
share,  up  17%,  and  another  record 
year  is  in  the  bag. 

A  triumph  for  Kendall's  conglom- 
eration, which  has  taken  the  soft- 
drink  company  into  potato  chips  and 
sporting  goods,  moving  vans  and  leas- 
ing? Not  really.  It's  chiefly  a  result 
of  the  continuing  vigor  of  the  soft- 
drink  business  combined  with  some 
flexible  bookkeeping. 

Last  year  Pepsi  rival  Coca-Cola 
switched  to  last-in,  first-out  account- 
ing to  smooth  out  price  spirals  in 
the  sugar  market;  LIFO  clipped  Coca- 
Cola's  earnings  for  52  cents  a  share, 
dropping  earnings  for  the  year  by 
about  9%  to  $3.28  a  share.  But  Pepsi- 
Co stuck  with  FIFO  and  showed  a 
gain.  The  year  before,  PepsiCo 
changed  the  way  it  treated  pensions 
and  currency  revaluations.  Such 
changes  increased  earnings  by  1Q 
cents  a  share  in  1973.  A  trifling 
amount?  Not  at  PepsiCo.  Not  con- 
sidering Kendall's  obsession. 

In  1972,  Kendall  persuaded  Pepsi- 
Co's  board  to  replace  the  traditional 
stock  option  plan  with  an  unusual  bo- 
nus scheme— again  to  encourage  those 
10%  gains.  The  new  performance  bo- 
nus plan  is  geared  to  make  earnings 
grow  an  average  10%  over  a  four-year 
period. » If  earnings  rise  only  9%,  the 
bonus  ^drops  25%  in  value.  An  earn- 
ings gain  less  than  7%  means  no  bo- 
nus at  all.  Anything  over  10%  is  wast- 
ed growth  since  it  makes  next  year's 
target  that  much  harder  to  beat. 
(Don't   look   for   any   20%    gains.) 

There's  a  lot  of  money  on  the  line. 
Next  January  will  see  the  first  payout 
-based  en  1972  to  1976.  The  bonus 
could  top  $3  million  to  be  split  among 
approximately  90  top  executives.  Ken- 
dall's share  could  be  about  $360,000 
or  almost  double  his  normal  pay- 
check. The  payout  seems  assured. 

But  earnings  growth  is  only  one 
yardstick.    PepsiCo's   return   on   total 


capital  has  fallen  in  almost  every 
year  under  Kendall:  at  present  15% 
vs.  22%  for  Coca-Cola.  Blame  diversi- 
fication, which  put  PepsiCo  deeply  in- 
to debt  and  into  businesses  where  the 
return  is  far  lower  than  in  soft  drinks. 

Where  Coca-Cola  has  $11  million 
in  funded  debt,  PepsiCo  has  over  $288 
million,  plus  considerably  more  debt 
off  the  balance  sheet  in  its  leasing 
company.  Interest  payments  cost  Pep- 
siCo $41  million  last  year. 

Since  the  mid-Sixties,  PepsiCo  has 
spent  heavily  in  cash  and  stock  to 
buy  its  way  into  snack  foods  (Frito- 
Lay),  sporting  goods  (Wilson),  trans- 
portation (North  American  Van 
Lines)  and  equipment  leasing  (Chan- 
dler). Beverages  now  account  for  only 
45%  of  PepsiCo's  revenues  vs.  over 
95%  of  Coca-Cola's  $2.5-billion  sales. 

PepsiCo's  diversification  is  the  han- 
diwork of  two  men:  President  Andrall 
E.  Pearson,  the  ex-McKinsey  &  Co. 
consultant  who  advised  PepsiCo  on 
acquisitions  until  he  joined  the  firm 
in  1970;  and  Kendall,  the  ex-Golden 
Gloves  contender  and  wartime  air  ace 
turned  supersalesman.  PepsiCo  lost 
anoney  in  sugar  refining  and  stubbed 
its  toe  in  leasing.  But  it  picked  up 
Wilson  for  a  song  from  faltering  LTV 
Corp.  just  in  time  for  the  tennis  boom, 
trebled  sales  at  Frito-Lay  and  steered 
North  American  Van  Lines  through  the 
slump  in  household  moving  by  ship- 
ping new  appliances  and  delicate 
electronics  equipment. 

In  all,  PepsiCo  raised  sales  tenfold 
and  pushed  earnings  from  1963's 
$1.23  to  $3.69  in  1974.  However, 
Coca-Cola,  which  diversified  only  in- 
to orange  juice,  coffee  and  water  de- 
salinization  equipment,  tripled  sales 
to  $2.5  billion  and  still  showed  a  com- 
pound earnings  growth  of  11.9%  vs. 
10.5%  for  PepsiCo. 

The  simple  fact  is  that  the  best 
part— the  most  profitable  part— of 
Pepsi's  growth  came  from  its  basic 
business,  beverages.  Although  it  ac- 
counted last  year  for  only  45%  of  rev- 
enues, beverages  produced  56%  of  pre- 
tax income  and  used  much  less  than 
its  share  of  the  corporate  capital. 

"We  looked  at  soft  drinks,"  Kendall 
says  of  his  early  days,  "and  conclud- 
ed we  couldn't  meet  our  growth  tar- 
gets without  diversifying."  In  a  way 
Kendall  was  selling  short  his  own  com- 
pany's marketing  prowess.  This  sum- 
mer Pepsi— the  drink— is  leading  Coca- 


Kendall  of  PepsiCo 


Cola  as  the  No.  One  beverage  in  the 
food  stores— the  fastest-growing  and 
largest  (48%)  segment  of  the  $7.8- 
billion  soft-drink  market.  This  success 
in  the  huge  take-home  cola  market  is 
a  solid  accomplishment.  Pepsi  bottlers 
reckon  they  are  outspent  $2.50  to  $1 
by  Coca-Cola  in  advertising  and 
promotion. 

Where  Pepsi  does  score  is  in  having 
lively  ads  (The  Pepsi  Generation, 
Feeling  Free),  by  using  its  own  bot- 
tlers to  squeeze  margins  and  under- 
price  Coke  in  key  markets  like  New 
York  and  Dallas,  and  by  being  more 
innovative  in  packaging.  Coke  for 
years  clung  to  its  traditional  hobble- 
skirt,  6J2-ounce  botties,  letting  Pepsi 
move  ahead  with  bigger  and  bigger 
packages  like  the  jumbo  64-ounce 
bottle  launched  in  1971  and  the  six- 
16-ounce-bottle  carton  botders  call 
"the  hernia  pack."  "Beverages  aren't 
like  toothpaste,"  explains  Pepsi-Cola 
Co.  President  Victor  Bonomo,  mean- 
ing that  if  a  big  package  goes  into 
the  home  it  doesn't  sit  on  a  shelf  for 
months  but  is  quickly  consumed. 

In  short,  Pepsi,  direcdy  and  indi- 
rectly, underpriced  Coke.  But  there's 
a  limit  to  what  Pepsi  can  achieve 
against  Coke.  Pepsi  is  still  the  also- 
ran  in  vending  machines  and  soda 
fountains.  These  markets  are  hard  to 
crack.  Vending  machines  cost  up  to 
$1,000  each  and  Coke,  with  some 
600,000,  has  twice  as  many  as  Pepsi. 
Coke  easily  gets  30%  of  its  domestic 
profits  at  soda  fountains  and  restau- 
rants. "Coke  has  an  enormous  advan- 
tage," says  Bonomo.  "We've  got  to 
kick  them  out  to  get  in  because  there's 
only  one  cola  in  a  McDonald's  or  a 
Marriott's  restaurant."  Then  Bonomo, 
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REAL  ESTATE?  INSURANCE? 
WAREHOUSING?  TRANSPORTATION?  DISTRIBUTION? 

Problem-solving  in  these  and  a  number  of  other 
fields,  has  been  a  Canton  specialty  since  1829. 

Canton's  approach  to  the  problems  of  its  custom- 
ers—local, regional,  giant  NYSE  corporations— is  indi- 
vidualized. At  the  same  time,  it  is  "modern",  right  down 
to  the  latest  computer  methods. 

Because  the  fields  in  which  we  offer  services  are  so 
often  interrelated,  we  can  in  many  instances  offer  or 
suggest  economies  a  business  may  have  overlooked. 

The  time  to  find  out  if  Canton  can  help  solve  your 
business  problems  is  today.  Simply  fill  in,  and  mail  the 
coupon  or,  if  you  prefer,  call  collect. 

^  CAN7DN  CDMPJWY 

Canton  House,  P.O.  Box  447/Baltimore,  Maryland 

21203/Telephone.  (301)  837-7733 

Please  send  me  information  on: 

Warehousing                    Insurance                □  Real  Estate 
Other 


Name 

Firm 

Address 
City 


Title 


State 


Zip 


who  stresses  his  loyalty  by  wearing 
a  tie  and  a  belt  embellished  with  Pep- 
si signs,  adds  significantly,  "It's  far  less 
expensive  to  go  after  the  food  stores." 
As  things  now  stand,  Coca-Cola 
gets  35%  of  the  domestic  soft-drink 
market,  vs.  21%  for  PepsiCo.  Abroad, 
the  gap  is  wider  yet.  The  figures  are 
closely  guarded,  but  PepsiCo  prob- 
ably takes  in  only  $90  million  more  in 
cforeign  sales  than  Coca-Cola  gets  in 
operating  profits  overseas.  Any  World 
War  II  veteran  who  stormed  the  PXs 
from  Frankfurt  am  Main  to  Yoko- 
hama knows  why  Coke  leads  abroad. 
Late  into  most  markets  and  still  out- 
sold in  Germany  and  Japan  five  to 
one,  Kendall  and  Pepsi  have  had  to 
settle  for  end  runs  into  underdevel- 
oped markets  like  South  America  and 
Eastern  Europe.  In  the  Middle  East, 
where  Coke  is  sometimes  banned  be- 
cause it  does  business  in  Israel,  Pepsi- 
Co has  taken  advantage  of  that  to 
build  exclusive  markets  in  countries 
like  Saudi  Arabia  and  Kuwait.  And 
there  is  Don  Kendall's  highly  pub- 
licized cracking  of  the  Soviet  market. 

Now  The  Struggle  Begins 

What  it  boils  down  to  is  that  Pepsi 
has  probably  gained  about  all  the 
ground  on  Coke  it  is  going  to  gain. 
It  has  won  the  relatively  easy  victories. 
Which,  of  course,  justifies  Kendall's 
diversification. 

But  how  much  growth  remains  in 
the  fields  PepsiCo  has  chosen  to  in- 
vade? At  home,  Frito-Lay's  potato 
chip  business  is  under  heavy  pres- 
sure from  Procter  &  Gamble's  Prin- 
gles.  In  France,  Frito-Lay  stumbled 
badly  and  has  had  to  close  its  brand- 
new  snack-food  plant  there  and  take 
an  $8.3-million  write-off.  Wilson,  Un- 
sporting goods  division,  is  riding  the 
tennis  craze,  but  what  does  Wilson 
do  for  an  encore? 

Don  Kendall  joined  the  company  as 
a  $400-a-month  route  salesman  in 
1947.  He  has  come  a  long  way  fast. 
It  took  him  jnst  16  years  to  vault  in- 
to the  chief  executive's  office  when 
a  revolt  of  the  bottlers  forced  a  change 
of  management  and  Don  Kendall  re- 
placed Joan  Crawford  as  Pepsi's  most 
visible  salesperson.  Kendall's  ruthless 
reorganization  of  the  company  (and 
his  shock  of  prematurely  white  hair) 
earned  him  the  nickname  "White 
Fang,"  but  it  also  paved  the  way 
for  ic\  italizing  the  company. 

Today  as  Don  Kendall,  between 
trips  abroad,  prowls  the  euiiiduis  "I 
Pepsi's  gleaming  headquarters  in  sub- 
urban Pinch. ise,  N.Y.,  he  must  be 
wondering  how  much  longei  and  l>\ 
what  means— he  can  continue  to  grind 
out   10'.'  earnings  gains  against  might) 

Coke   on    the   one    hand   and    the   perils 

ol  conglomeration  on  the  other.  ■ 
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Coal:  America's 
most  plentiful  fuel. 


Our  nation's  huge  reserves  of  coal  can  be  put  to  work 
to  help  supplement  our  oil  and  gas  reserves. 


Here's  a  fact  that  has  surprised 
many  people:  United  States  coal 
reserves  contain  twice  as  much  en- 
ergy as  Middle  East  oil  reserves. 
America  has  nearly  one-third 
of  the  world's  coal  reserves. 

Great  potential 

For  all  the  reserves  the  U.S.  has, 
coal  accounts  for  only  about  one- 
fifth  of  America's  energy  consump- 
tion even  though  coal  could  in 
time  replace  sizable  amounts  of 
oil  and  natural  gas. 

A  lot  of  work 

Coal  can  do  a  lot  of  work.  One  ton 
of  coal,  for  example,  can  generate 
as  much  electricity  as  165  gallons 
of  oil. 

Aggressive  development  of  our 
nation's  coal  reserves  could  signif- 
icantly reduce  our  dependence 
on  oil  and  natural  gas.  Expanded 
coal  production  could  also  reduce 
our  projected  need  for  foreign 
energy,  making  our  nation  more 
self-sufficient. 

Helping  meet  US.  needs 

For  the  past  10  years,  Exxon  affili- 
ates have  been  carrying  out  an  ac- 
tive program  of  coal  exploration 
and  development.  This  program 
is  aimed  at  increasing  U.S.  coal 
supplies  to  meet  industry's  grow- 


ing needs  for  energy. 

Exxon  affiliates  are  already  oper- 
ating one  coal  mine  and  planning 
others.  Our  underground  mine  in 
Illinois  is  turning  out  three  mil- 
lion tons  of  coal  a  year— solely  for 
use  in  power  generation.  A  second 
underground  mine  in  Illinois  is 
now  under  development. 

An  Exxon  affiliate  is  also  plan- 
ning a  surface  coal  mine  near 
Gillette,  Wyoming.  However,  de- 
velopment work  has  been  delayed 
while  the  courts  determine 
whether  a  regional  environmental 
impact  statement— which  would 
include  the  Powder  River  Basin 
of  Wyoming— is  necessary.  Delays 
in  developing  these  lands  could 
cost  the  U.S.  new  jobs  and  needed 
energy  from  low  sulfur  coal. 

Reclaiming  the  land 

Exxon  has  had  considerable  ex- 
perience in  land  reclamation.  Spe- 
cifically, at  our  uranium  mine  in 
Highland,  Wyoming,  we  have 
been   successfully   reclaiming 
mined  areas  for  more  than  4  years. 

An  extensive  program  is  also 
planned  to  reclaim  any  land  we 
mine  near  Gillette,  Wyoming. 

Mined-out  areas  will  be  recon- 
toured  and  revegetated  so  they 
will  produce  as  much  forage  as 
the  unmined  land.  A  team  of  spe- 


cialists from  the  University  of  Wy- 
oming is  in  the  third  year  of  a 
continuing  study  of  the  area. 

Their  work  will  help  us  de- 
velop plans  to  actually  turn  the 
area  into  better  grazing  land  than 
it  was  before. 

An  important  contributor 

Despite  America's  huge  reserves, 
coal  will  not  solve  our  country's 
energy  problems  by  itself. 

Over  the  next  few  years,  more 
efficient  use  will  have  to  be  made 
of  all  the  fuels  that  are  available 
to  us— oil,  natural  gas,  nuclear  en- 
ergy and  coal. 

However,  an  immediate  rise  in 
coal  production  can  be  an  impor- 
tant factor  in  increasing  domestic 
energy  supplies— and  will  help 
slow  the  growth  rate  of  imported 
oil  and  gas. 

In  the  long  range,  coal  has  po- 
tential for  creating  clean  fuels 
through  gasification  and  liquefac- 
tion processes  which  are  currently 
being  developed.  This  should 
make  it  an  even  more  important 
contributor  to  the  nation's  energy 
needs. 


E*ON 


Soft  Soap  And  Hard  Sell 

By  wrapping  their  products  in  the  American  flag 
and  their  sales  pitch  in  the  American  dream,  a  couple  of 
Grand  Rapids  boys  have  taken  on  the  giants  in  home  products 
and  become  multimillionaires  in  the  process. 


Boston's  5,000-seat  Hynes  auditori- 
um is  nearly  filled.  The  young  crowd, 
mostly  couples,  is  clean-cut,  niiddle- 
class  and  enthusiastic.  An  organist 
pumps  out  an  unbeat  version  of  This 
/s  My  Country.  Minutes  before  8  p.m., 
a  tanned,  49-year-old  man— who  looks 
surprisingly  like  comedian  Joey  Bish- 
op—makes his  way  up  the  aisle. 

Moving  those  few  hundred  feet 
isn't  easy.  People  crush  to  shake  his 
hand.  Ladies  kiss  his  cheek  and  back 
aw  ay   in   ecstasy.   Admirers   press   for 


autographs  of  Believe,  his  best-selling 
personal  testimony  (50,000  copies  at 
$4.95  each  in  the  first  three  months). 
His  bodyguard,  a  former  military 
policeman,  finally  shepherds  him  be- 
hind the  curtain.  The  rally  begins 
with  the  Pledge  of  Allegiance. 

A  charismatic  politician?  A  revival- 
ist? A  movie  star?  No.  A  door-to-door 
soap  salesman.  The  meeting  is  being 
conducted  by  Amway  Products, 
whose  husband-and-wife  teams  have 
come— some  of  them  hundreds  of 
miles— to  be  spellbound  as  Richard 
DeVos,  one  of  Amway's  cofounders, 
extolls  the  virtues  of  patriotism,  free 
enterprise  and  positive  thinking. 

The  crowd  watches  a  20-minute 
color  film— featuring  family  scenes  of 
successful  Amway  couples  in  swim- 
ming pools  and  motor  homes— and  ap- 
plauds wildly  as  DeVos  recognizes 
Boston-area  distributors  who  have 
reached  the  $7,500-a-month  sales  lev- 
el. The  two-hour  session  ends  with 
the    singing    of    God    Bless   America. 


The  next  day  local  sales  rise  sharply. 

DeVos,  who  claims  he  can't  under- 
stand why  the  Amway  multitudes 
treat  him  with  such  God-like  rever- 
ence, has  lived  the  make-your-own- 
success  story  he  preaches.  In  1949  he 
and  Jay  VanAndel  began  as  door-to- 
door  pitchmen  for  a  line  of  food  sup- 
plements. They  were  high  school 
buddies  and  fellow  members  of  the 
conservative  Christian  Reformed 
Church.  After  ten  years  of  working 
out  of  their  homes  in  Ada,  Mich.,  a 
Grand  Rapids  suburb,  they  went  into 
business  for  themselves  with  Amway 
( a  contraction  of  American  Way ) . 

This    year    their    company    should 


Amway  founders-owners  Richard  DeVos  (above,  left) 

and  Jay  VanAndel  (with  DeVos,  top  right)  have 

complementary  skills.  Spellbinder  DeVos  is  "Mr. 

Outside,"  while  VanAndel,  "Mr.  Inside,"  plans  strategy. 
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Why  Potlatch  projects  100  years  ahead 

to  meet  tomorrow's  lumber  and  paper  needs. 


When  you're  in  a  business  where  your  products 
help  satisfy  basic  human  needs,  you  feel  fortunate. 

But  you  also  feel  an  enormous  sense  of 
responsibility. 

Twenty-five  years  from  now  ttere  will  be  up  to 
35  percent  more  people  in  the  United  States- 
needing  more  lumber  for  more  homes.  Each  of  us 
will  also  require  1 ,200  pounds  of  paper  a  year. 
That's  twice  what  we  use  now. 

To  make  certain  we  have  enough  wood  fiber  to 
produce  our  part  of  these  future  needs,  we  plan 
our  tree  farming  100  years  ahead.  We  have 


genetic  programs  to  develop  super  trees  which 
we  then  plant  in  some  of  our  forests.  In  others, 
we  let  nature  do  her  job  through  natural  seeding. 
We  also  help  with  selective  thinning,  planting  and 
controlled  fertilization  of  our  1.3  million  acres  of 
prime  forest  lands. 

During  this  long-term  cycle,  all  Potlatch  plants 
that  convert  trees  into  lumber,  plywood,  particle- 
board,  paperboard,  printing  and  business  paper, 
packaging,  specialty  wood  products  and 
disposable  consumer  paper  products  are  run  on 
five-year  plans.  We  update  these  projections 


every  year  to  match  our  market  needs. 

Our  100-year  projection  helps  our  five-year 
plan  to  work.  In  1974,  Potlatch  sales  were  $488 
million— up  from  $442  million  in  1973.  Earnings 
in  1974  were  $45,289,000,  or  $6.20  per  share,  a 
one-third  increase  over  $33,979,000,  or  $4.65 
per  share  in  1973,  which  more  than  doubled  the 
$16,585,000,  or  $2.24  per  share  earned  in  1972. 

If  you'd  like  more  facts  about  Potlatch -an 
equal  opportunity  employer -just  ask.  Write: 
Potlatch  Corporation, 
P.O.  Box  3591,  San  Francisco,  California  94119 
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Paul  McGovern 


Don  Teel 

at  the  heliport  outside 
Digital  Equipment  Corporation  s 
corporate  headquarters  in 
Maynard.  Mass. 


Don  Teel,  Corporate  Market  consultant  for  Bell  Helicopter, 
is  calling  on  corporations  operating  helicopters. 
Here's  his  report  on  Digital  Equipment  Corporation, 
world's  leading  supplier  of  mini  computers. 


"We've  got  three  Bell  helicopters  flying 
5,100  hours  a  year.  And  our  company  is 

saving  28,000  manhours  of  travel  time." 
An  eye-opening  talk  with 
Digital  Equipment  Corporation. 


When  Paul  McGovern,  Digital 
Equipment  Corporation's  chief 
pilot  and  aviation  manager,  talks 
about  the  company's  helicopter  op- 
eration, his  conversation  fairly 
snaps  with  statistics. 

I  visited  Paul  recently  in  Digital's 
operations  office  at  L.  G.  Hanscom 
Field  outside  Bedford,  Mass. 

"We've  got  three  Bell  Jet- 
Rangers,"  he  told  me.  "Each  one 
averages  14 1  hours  of  flight  time  a 
month  with  an  average  load  factor 
of  3.8-plus  out  of  a  possible  4.0. 

'That's  a  whole  lot  of  flying 
time,"  I  remarked.  "And  a  very 
high  load  factor.  What  accounts  for 
these  big  totals?" 

"At  Digital,"  Paul  explained, 
"we  produce  an  extremely  sophisti- 
cated line  of  computers  and 
peripheral  equipments.  These  re- 
quire constant  involvement  by  en- 
gineers and  technicians  in  various 
planning  and  production  stages,  and 
as  a  result  there  is  constant  travel 
between  office  and  plant  sites. 

"In  fact,"  Paul  went  on,  "our 
three  JetRangers  make  900 
scheduled  flights  every  month,  log- 
ging more  than  670,000  aircraft 
miles  a  year." 

He  stepped  over  to  a  big  map.  He 
pointed  out  Digital's  six  locations  in 
Massachusetts.  Headquarters  are  at 
Maynard,  just  outside  Boston.  The 
farthest  plant  is  at  Westfield,  73 
miles  away.  "Last  year  we  carried 
18,000  people  between  these  loca- 
tions, our  headquarters,  and 
Boston,"  he  said. 

"We  used  to  have  to  drive,' '  Paul 
recalled.  "Westfield  was  a  four- 
hour  round  trip.  When  you've  got 
20  to  30  people  making  that  trip 
every  day,  that  added  up  to  a  lot  of 
lost  man-hours. 

'That's  when  we  decided  a 
helicopter  might  be  the  answer." 


He  then  showed  me  the  helicopter 
proposal  he  had  put  together  for 
Digital's  management. 

Paul  had  figured  the  total  cost  of 
traveling  by  car,  including  the  dollar 
cost  of  the  man-hours  lost.  Then  he 
used  the  same  formula  to  figure  the 
cost  of  traveling  by  helicopter. 

The  proposal  showed  that  the 
helicopter  could  cut  the  man-hours 
lost  in  traveling  to  one-fifth  of  what 
they  were.  And  that  this  saving 
would  more  than  cover  the  out-of- 
pocket  cost  of  operating  the 
helicopter. 

Paul  got  his  first  JetRanger  in 
1972.  "Now  we've  got  three,"  he 
said,  "flying  5,100  hours  a  year." 

The  three  helicopters  last  year 
saved  Digital  a  total  of  28,000 
man-hours  in  travel  time,  according 
to  Paul. 


I  asked  him  who  uses  the  helicop- 
ters most. 

"Anybody  who  needs  to  can  use 
them,"  he  said.  "We  distribute  our 
flight  schedule  to  all  departments  at 
all  plants. 

"We  carry  engineers,  adminis- 
trators, salesmen,  marketing  peo- 
ple, production  specialists,  plant 
managers.  We  carry  members  of 
our  board  of  directors,  and  person- 
nel down  through  managers  .  .  . 
just  about  anyone  necessary  to  re- 
spond to  customers  needs  and 
schedules. 

"Visiting  customers  are  frequent 
passengers  too.  They  can  tour  all 


five  of  our  plants  in  Massachusetts 
and  be  on  their  way  home  by  3:30  or 
4:00  in  the  afternoon." 

I  asked  Paul  about  the  big  mail- 
boxes at  each  of  the  helipads. 

"The  helicopter  has  been  a  fan- 
tastic communication  tool,"  Paul 
said.  "We  not  only  move  people, 
we  move  all  critical  correspon- 
dence. We  also  move  critical  parts. 
Anything  from  a  bag  of  screws  to  a 
complete  computer  terminal." 

It  appeared  to  me  that  Digital  has 
no  end  to  its  applications  for 
helicopters,  and  I  asked  him  for  his 
view  of  aviation's  future  at  Digital. 

"Aviation  has  without  a  doubt 
proven  to  be  a  valuable  tool  for  Di- 
gital. We  consider  our  JetRangers 
an  important  part  of  our  com- 
munication link  within  our 
organization." 

Looking  back  over  Paul's  statis- 
tics, particularly  those  showing  that 
Digital  is  moving  about  90  people  a 
day,  I  commented  that  the  Digital 
story  is  an  excellent  example  of  how 
well  a  corporation  can  use  helicop- 
ters as  its  primary,  short  range  peo- 
ple mover. 

"It  sure  has  paid  off  for  us,"  said 
Paul. 

If  you're  interested  in  learning  how 
a  helicopter  can  help  make  your 
company's  transportation  department 
more  effective,  I  recommend  you  get  in 
touch  with  Dwayne  Jose,  Bell's  Vice 
President,  Commercial  Marketing. 

Dept.  521,  (817)  280-2117,  Fort 
Worth,  Texas  76101. 
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the  world  over 
depend  on^B^^| 
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ha\  retail  sales  of  $250  million.  Its 
000  distributors  peddle-  a  broad- 
ei  line  than  any  other  U.S.  home- 
productS  firm.  With  no  debt  and  after- 
tax net  estimated  at  over  5%,  sole  own- 
ers DeVos  and  VanAndel  rank  with 
the  superrich:  Still  next-door  neigh- 
hois  and  family  men,  they  now  have 
a  guarded  residential  compound  and 
first-name  access  to  leading  business- 
men and  politieians-ineluding  Gerald 
ford,  another  local  boy  who  made 
good.  Amway's  diversifications  in- 
elnde  a  small  mutual  fund  and  a  re- 
cently acquired  40%  stake  in  Nebras- 
ka's Lincoln  Life  &  Casualty  Co. 

For  all  of  this  success,  Amway's 
day-to-day  operations  remain  little  un- 
derstood. Though  the  company  is  as 
big  as  Alberto-Culver  and  Helene 
Curtis  combined,  its  direct-selling 
methods  require  little  image-building 
national  advertising.  The  recruiting 
zeal  of  its  distributors  often  leads  peo- 
ple to  associate  it  with  pyramid 
schemes  like  William  Penn  Patrick's 
Holiday  Magic  and  Glenn  Turner's 
Coscot  cosmetics. 

Similar,  But . . . 

Amway  is  similar,  since  its  sales- 
men can  benefit  from  recruiting  oth- 
ers, but  there  is  a  critical  difference. 
"Those  fakes  and  bums  were  just  sell- 
ing paper,  we're  really  selling  prod- 
ucts," argues  DeVos.  A  tour  of  Am- 
way's 1 -million-square-foot  factory 
brings  home  that  point.  Another  dis- 
tinction is  this:  The  pyramiders  sold 
distributorships  for  up  to  $9,000;  an 
Amway  kit  is  $15,  and  the  company 
promises  to  buy  back  any  products 
distributors  can't  sell. 

If  DeVos  is  Amway's  motivator, 
VanAndel  is  the  marketer.  He  con- 
cocted the  company's  unique  selling 
plan.  "We  don't  do  cold  canvassing," 
he  says.  "Instead,  it's  what  I  call  back- 
fence  selling.  People  need  the  things 
we  make  anyway,  so  if  it's  just  a  ques- 
tion of  where  to  get  them,  they'll 
buy  from  their  friends." 

Avon  Products  and  Dart  Indus- 
tries' Tupperware  built  reputations  on 
the  idea  of  friendship  selling.  Amway 
expands  on  this  by  giving  salesmen 
unlimited  opportunities  to  bring  oth- 
ers into  the  business.  Any  distributor 
can  earn  up  to  25%  in  commissions 
on  orders  written  by  new  people  he 
has  sponsored.  So  the  most  money  is 
made  not  by  those  who  sell  soap,  but 
by  those  who  sell  salesmen. 

On  the  average,  the  annual  retail 
sales  of  a  husband-wife  Amway  team 
run  to  $1,250,  on  which  a  distributor 
can  make  $350  or  so  a  year  (based  on 
a  general  30%  markup).  That  land 
of  money,  of  course,  doesn't  hold  a 
stable  sales  force— though  it  may  buy 
a  new  washing  machine. 
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Amway's  headquarters  outside  of  Grand  Rapids,  Mich.,  complete  with  a  spread 
of  push-button  economic  exhibits  and  life-sized  bronzes  of  founders  DeVos 
and  VanAndel,  reflects  the  company's  basic  style.  But  the  whole  structure 
rests  on  a  150-item  line  of  everyday  products  (examples  below),  ranging  from 
mouthwash  to  mascara.  The  best  seller  is  S-A-8  laundry  detergent,  con- 
centrated to  make  front-door  delivery  economical.  Loyal  customers  buy  the 
100-pound  size  for  $60.  A  sale  like  that  nets  the  originating  distributor  $18, 
but  another  $15  or  so  in  commissions  spreads  up  the  marketing  chain. 


Amway's  true  believers  quickly 
build  from  this  small  stuff.  They  spon- 
sor other  distributors,  aiming  for  vol- 
ume and  a  share  of  the  25%  commis- 
sion available  to  nonretail  parties  in 
any  sale.  Ten  couples  with  ten  cus^ 
tomers  each,  for  example,  can  produce 
over  $3,000  a  year  for  their  sponsor. 

Despite  the  mathematical  simplic- 
ity, fewer  than  one  in  a  thousand  Am- 
way distributors  ever  makes  more 
than  $12,000  a  year  from  the  business. 
At    the    very    top,    couples    can    net 
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$50,000.  By  that  time  (see  box,  p. 
78)  both  are  working  full  time  at 
their  Amway  business  and  devoting 
nearly  all  their  attention  to  recruiting. 
Amway  is  not  just  a  business.  It's 
a  crusade.  Distributors— at  least  thojj 
who  go  to  meetings— frequently  cla(% 
Amway  has  changed  their  lives. 
"There's  no  better  company  in  the 
country  to  make  the  case  for  free  en- 
terprise," orates  DeVos.  To  that  end, 
Amway  is  working  to  develop  an  eco- 
nomics  education   program    for   high 
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Wfe  help  insulate  an  industry 
against  the  energy  shortage. 

Fome-Cor  sheathing 
board  by  Monsanto  was  an 
energy-saving  solution  even 
before  there  was  a  problem. 

Fome-Cor,  built  into  a 
mobile  home,  reduces  con- 
sumption of  heating  fuel  by 
as  much  as  30  percent. 
That's  the  equivalent  of  some  300  gallons  of 
oil  per  home  per  season.  Fome-Cor  cuts  air 
conditioning  needs  by  30  percent,  too. 

That's  no  small  savings,  when  you  con- 
sider that  approximately  half  of  all  single  family 
detached  homes  being  built  in  the  U.S.  are 
mobile  homes.  If  all  mobile  homes  now  being 
used  year-round  had  Fome-Cor  in  the  walls  and 
roofs,  they'd  save  energy  equal  to  the  output  of 

three  Hoover  Dams. 

Small  wonder  Fome-Cor  helps  mobile 
home  builders  keep  selling,  even  in  today's 
uncertain  market.  Which  gives  us  more  than 
a  warm  feeling  at  MonSafltO 

the  science 
company. 

FOR  OUR  LATEST  ANNUAL  REPORT 

WRITE  G3  MONSANTO  COMPANY 

800  N  LINDBERGH  BLVD  . 

ST  LOUIS.  MO  63166 

MONSANTO  S  'AMERICA  THE  BEAUTIFUL'  SHOW  i  S  OUR  BICENTENNIAL  SALUTE  TO  THIS  GRE 
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The  corporate  yacht,  DeVos'  gold 
Rolfs-Royce,  the  company's  twin 
Lockheed  JetStars,  all  serve  a  pro- 
saic Amway  sales  purpose,  such  as 
when  they  are  used  to  whisk  DeVos 
or  VanAndel  to  company  sales  meet- 
ings out  in  the  field;  and  the  top 
performers  among  Amway's  distribu- 
tors are  occasionally  entertained  on 
The  Enterprise,  the  company's  116- 
foot  yacht.  On  top  of  this,  however, 
they  are  further  evidence  of  DeVos' 
rare  motivational  genius:  These 
luxuries  have  a  way  of  making  the 
company's  distributors  lust  after 
—and  therefore  work  harder  for— 
a  similar  life-style. 


school  students  and  elementary  teach- 
ers. It  also  sells  to  distributors  recruit- 
ing films  and  inspirational  tapes  fea- 
turing DeVos'  attacks  on  socialism. 

But  not  everyone  is  a  believer. 
"They're  not  a  business,  but  some  sort 
of  quasi-religious  sociopolitical  organi- 
zation," says  a  Federal  Trade  Com- 
mission attorney  involved  in  a.  suit 
against  the  company.  One  thing  the 
FTC  wants  is  for  Amway  to  disclose 
the  dropout  rate— well  over  50%— in  its 
recruiting  pitches.  "We  don't  charge 
anybody  for  anything,  so  why  should 
we  dwell  on  failure,"  counters  Van- 
Andel. "We  will  take  them  to  the  mat 
on  this." 

The  FTC's  argument  isn't  that  Am- 
way's selling  plan  is  illegal,  but  that 
promises  of  high  incomes  and  the 
good    life    don't    tell    the    full    story. 


"Sure  it's  a  fantastic  program  for 
those  who  want  to  work,"  says  Stan 
Bonett,  a  New  Jersey  distributor  and 
one  of  several  around  the  country 
who  are  on  the  outs  with  Amway. 
"We  made  $50,000  a  year,  but  we 
put  in  16-hour  days,  seven  days  a 
week  to  get  there.  When  you're  at 
the  top,  Amway  owns  you— and  if  you 
disagree,  they'll  destroy  you."  (Last 
year  Bonett's  disputes  with  Amway 
led  him  to  sell  most  of  his  organiza- 
tion to  another  distributor. ) 

Any  company's  real  test,  of  course, 
is  how  its  wares  stack  up  in  the  mar- 
ketplace. "We've  run  Amway's  stuff 
through  our  labs,"  scoffs  the  vice  pres- 
ident of  a  well-known  competitor. 
"They're  me-too  products  and  nothing 
more."  Despite  that,  customers  are 
content  to  pay  a  5%-to-10%  premium 


Super  Success  From  Soap 


Eleven  years  ago  Art  Charlton  went 
broke  ten  months  after  opening  a  soft 
ice  cream  business.  Depressed— and 
using  sleeping  bags  for  a  bed— he  and 
his  wife  Ollie  agreed  to  attend  an 
Amway  meeting.  It  changed  their 
lives,  for  the  Charltons,  who  live  in 
Westboro,  Mass.  are  now  among  Am- 
way's  most   successful   distributors. 

They  make  about  $50,000  a  year 
but  they  don't  sell  much  soap  them- 
selves. They  are  recruiters,  not  sales- 
men. They  get  an  override  on  the 
commissions  earned  by  hundreds  of 
couples  they  personally  recruited.  The 
license  on  their  green  Continental 
tells  the  story.  "A  CROWN"  it  reads 


—Amway's  top  honor  held  by  only 
eight  distributors.  "People  take  pic- 
tures of  it  whenever  we  show  up  at 
meetings,"  boasts  Charlton. 

Though  they  do  little  retail  selling 
now,  the  Charltons  must  handle  some 
$20,000  worth  of  merchandise  that 
passes  through  their  home  each 
month.  But  their  real  challenge  is  keep- 
ing everyone  beneath  them  inspired. 
Each  Tuesday  they  open  the  meeting 
room  in  their  home  for  a  50-person 
motivation  session.  To  make  up  for 
dropouts,  they  try  to  recruit  four  new 
couples  each  month. 

"Amway  gives  you  a  great  life," 
Charlton  bubbles. 


to  buy  Amway.  "We  provide  home 
delivery,"  argues  DeVos,  "and  when 
everything  is  considered,  our  cost  of 
distribution  is  just  about  on  a  par 
with  other  companies." 

That  statement  is  open  to  argu- 
ment. Amway  does  save  on  advertis- 
ing, low-cost  packaging,  financing  and 
warehousing.  (Distributors  pay  cash 
for  all  purchases  and  typically  keep 
a  spare  room  stocked  with  popular 
items. )  But  Amway's  labor-intensive 
marketing  costs  eat  up  about  63%  of 
retail  revenues,  compared  with  20% 
allowed  to  retailers  and  middlemen 
on  competing  laundry  soaps  and  per- 
haps 40%  on  competing  cosmetics.  So 
the  company  is  profitable  only  be- 
cause the  public  is  willing  to  pay  a 
premium  for  folksiness  and  Boosterism. 

But  for  the  moment,  the  friendship 
sell— coupled  with  enthusiasm  and  the 
flag— is  strong  enough  to  keep  Amwa) 
healthy.  The  firm  is  on  many  corporate 
shopping  lists.  "We  keep  a  mimeo- 
graphed letter  on  hand  to  reject  all 
offers,"  says  VanAndel.  Both  he  and 
DeVos  have  children  learning  the 
business. 

Amway's    current    campaign    is    re 
dedicating   the    Declaration    <>l    fade 
pendence.    The    company    mails    dis 
tributors  unsigned  copies  to  circulate 
among  their  associates.  President  Ford 
started  the  ceremony  by  signing   an 
Amway  Declaration  when  30.000  peo 
pie  paid  $7  a  head  to  attend   a   pa 
triotic  pageant  at  the  company 'i  con 
vention  in  Washington  this  summer. 

Look  at  it  this  way:  Ainw.u  isn't 
selling  the  flag.  It  is  selling  the  fluttei 
in  the  flag.   ■ 
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.Our  lending  commitment  of  $1.5  billion  to  the  nation's  utilities  is  helping  to  bring  light, 
heat  and  communications  to  even  the  most  remote  regions  of  the  CJ.S.  Consider  the  source. 

Manufacturers  Hanover  ffl 
The  financial  source.WorIdwide. 


world 
without  the  materials  to  search 
for  the  energy  it  needs* 

Materials  like  the  oil  well  drilling  fluids  from  the  Baroid  Division 
of  NL  Industries.  Chemical  materials  so  essential,  that  for  all 
practical  purposes,  a  major  well  cannot  be  drilled  without  them. 

Baroid  is  a  leading  worldwide  producer  of  drilling  fluid  or 
ijjmud".^s  it's  called  in  the  field.  This  "mud"  is  a  carefully 
blende^0™0'113*'0™  of  special  chemicals  and  minerals  that 
may  be  compounded  in  a  variety  of  formulations.  As  the  well 
is  drilled,  the  "mud"  is  pumped  in  and  circulated  as  an 
integral  part  of  the  drilling  operation. 

Baroid  products  and  services  to  the  well  drilling  industry 
also  include  highly  sophisticated  measurement  equipment 
and  services  that  analyze  the  progress  and  efficiency  of  the 
drilling  operation  at  the  well  site. 

These  products  and  services  are  part  of  NL's  energy- 
related  operations  that  help  provide  more  and  better 
sources  of  needed  energy.  In  addition  to  the  petroleum 
industry,  these  NL  operations  serve  nearly  every  field 
of  energy  production,  from  storage  battery  manu- 
facturing to  nuclear  power  generation.  Altogether, 
they  represent  a  significant  part  of  our  more  than 
$1.5  billion  annual  sales. 

The  many  products  and  diverse  services  NL 
offers  are  important  to  industry  and  to  people. 
In  performance  chemicals,  in  engineered 
products,  in  energy-related  operations,  and 
in  specialty  metals. 

To  learn  more  about  us  and  what  we  do, 
write:  NL  Industries,  Inc.,  111  Broadway, 
New  York,  New  York  10006. 


Not  By  Sales  Alone 


. . .  does  a  chemical  company  make  it  to  the  big  time. 
Bill  Wishnick's  dilemma  at  Witco  is  evidence  of  that. 


Above  most  men,  Bill  Wishnick 
would  seem  to  have  the  world  by  the 
tail  on  a  downhill  drag.  In  1971,  the 
same  year  he  won  the  world  power- 
boat racing  championship,  he  became 
chief  executive  of  17%-family-owned 
Witco  Chemical  Coip.  And  since  then 
Witco  has  been  breaking  records  all 
over  the  place. 

From  1971  to  1974,  just  three 
years,  Witco's  sales  more  than  dou- 
bled (to  last  year's  $557  million).  Its 
earnings  rose  230%,  to  $4.44  a  share. 
Witco  last  year  earned  a  sparkling  26% 
on  stockholders'  equity. 

Witco  was  founded  as  a  sales  agent 
for  other  chemical  companies  a  half- 
century  ago  by  Wishnick's  father, 
Robert,  now  83,  very  much  alive  and 
active  in  the  business.  In  the  1950s 
the  elder  Wishnick  started  integrating 
backward  into  manufacturing  by  ac- 
quisitions and  expansions.  Today  the 
company  makes  all  its  products. 

Last  year  46%  of  sales  came  from 
specialty  petroleum  products  like  pe- 
troleum jelly,  waxes  and  Pennsylva- 
nia-grade premium  automotive  lubri- 
cants. The  rest  was  specialty  chemi- 
cals like  detergents,  plastics  additives 
and  resins  sold  to  over  20,000  cus- 
tomers in  such  areas  as  cosmetics, 
drugs  and  textiles.  "We  are,"  Bill 
Wishnick  boasts,  "a  leader  in  almost 
every  field  we  are  in." 

But  wait:  Bill  Wishnick  is  far  from 
being  a  happy  man.  Now  Witco  faces 
its  most  difficult  transition,  namely, 
transforming  itself  from  a  small,  nim- 
ble operation  on  the  fringes  of  the  in- 
dustry to  a  big  one  able  to  compete 
with  the  giants.  For  this  job  Bill  Wish- 
nick has,  so  far,  nothing  like  the  nec- 
essary resources. 

Wishnick's  contributions  have  al- 
ready been  many  and  important.  He 
got  Witco  out  of  a  serious  losing  po- 
sition in  phthalic  anhydride,  made 
its  detergent  manufacture  profitable 
and  closed  out  the  company's  last 
sales  agency  contract.  But  all  that  has 
scarcely  begun  to  provide  Witco  with 
the  wherewithal  for  its  next  stage. 

The  problem  is  that  Witco,  with 
its  modest  investment  in  small,  flexi- 
ble plants,  has  traditionally  had  a 
thin  margin  on  sales.  While  it  makes 
its  end  products,  it  buys  its  raw  ma- 
terials. The  suppliers  make  the  big 
capital  investments;  Witco  gets  the 
sales  volume.  That  yields  an  excellent 
return  on  investment,  but  little  cash 
flow— just    $36   million   last   year   vs. 


$28  million  in  capital  spending.  That 
is  the  background  of  Wishnick's  re- 
mark that  the  company  was  "no  long- 
er interested  in  acquisitions";  it  can't 
afford  to  be.  By  contrast,  Air  Prod- 
ucts, a  more  traditional  chemical  com- 
pany with  about  the  same  sales  as 
Witco,  had  a  cash  flow  of  $86  mil- 
lion last  year  and  spent  $110  million 
Yet  Witco  needs  new  plants  if  its  sales 
and  earnings  are  to  continue  to  grow. 
At  the  same  time,  the  big  commod- 
ity chemical  producers,  like  Dow  and 
Union  Carbide,  that  supply  Witco  are 
making  things  harder  by  cutting  pro- 
duction, not  prices.  Thus  Witco,  fac- 
ing other  increased  costs,  finds  its 
margins  squeezed.  But  Witco  cannot 
raise  prices  without  endangering  its 
market.  Result:  Its  earnings  in  the 
first  half  of  1975  were  off  nearly  50%. 

More  Coming 

Witco  has  some  interesting  strings 
to  it's  bow.  It  has  developed  its  own 
process  for  making  aluminum  elec- 
trode pitch  used  in  manufacturing  alu- 
minum and  built  a  pilot  plant  to  pro- 
duce the  pitch.  It  has  its  own  process 
for  making  petroleum  sulfonates  that 
it  thinks  will  make  so-called  tertiary 
recovery  of  oil  (Forbes,  Feb.  1)  eco- 
nomically feasible.  And  if  true,  a  bil- 
lion-pound-a-year  market  is  waiting. 

More  immediately  promising  is 
polybutylene,  a  new  specialty  plastic. 
Wishnick  bought  the  rights  to  manu- 
facture the  catalyst  from  Italy's 
Montedison,  the  manufacturing  pro- 
cess and  seven  years  of  market  testing 
from  Mobil,  and  has  just  completed 
the  world's  only  commercial  plant. 
At  40  to  60  cents  a  pound,  polybuty- 
lene  costs  about  twice  as  much  as 
competing  plastics;  but  Wishnick  fig- 
ures it  has  enough  advantages  for  cer- 
tain applications  to  sell.  So  far,  the 
tab  for  construction  and  start-up  costs 
has  reached  $13  million. 

All  these  prospective  winners,  how- 
ever, merely  highlight  Witco's  basic 
problem  of  whether  it  can  afford  to 
exploit  them.  In  polybutylene,  for  ex- 
ample, Wishnick  admits  that  the  real 
profits  won't  come  until  production  is 
expanded  to  two  or  three  times  the 
current  capacity.  But  that  costs  more 
than  Witco  can  easily  pay. 

Those  26%  returns  will  be  harder 
to  come  by  in  the  future.  Witco  one 
day  soon  may  have  to  face  the  ques- 
tion as  to  whether  it  can  afford  to  re- 
main an  independent  company.   ■ 
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"Important 
reading  before 
you  flip  open 
your  checkbook. 


As  donors,  how  can  we  determine 
which  organizations  are  the  most 
deserving?  This  fair-minded,  prac- 
tical study  of  American  philan- 
thropy today  provides  all  the 
facts  you  need  to  make  individual 
and  corporate  charitable  contri- 
butions that  really  count-  how  the 
various  agencies  are  organized, 
which  enjoy  heavy  Government 
support,  where  the  needs  are 
greatest. 

BETTER  GIVING 

THE  NEW  NEEDS  OF 
AMERICAN  PHILANTHROPY 

George  G.  Kirstein 

$795.  now  at  your  bookstore;  or  order, 
adding  75C  for  postage  and  handling,  from 
HOUGHTON  MIFFLIN  COMPANY. 
Dept   F.  2  Park  St.,  Boston  02107  . 

*  Kirkus  Reviews 


Who's  Making 
a  Bundle? 

Knowing  who's  making  a  bun- 
dle is  my  business.  I  investigate 
small  businesses  for  investors, 
banks    and    lending    institutions. 

Obviously  some  businesses 
are  much  more  profitable  than 
others.  These  businesses  are 
rarely  sold. 

I've  opened  up  my  files  to 
make  the  case  histories  of  these 
hot,  very  profitable  small  enter- 
prises available  including  their 
exact  profits,  costs  and  all  de- 
tails necessary  for  anyone  to 
start  one  of  them  easily. 

I'll  tell  you  all  about  it  in  my 
free  brochure.  OR  I  will  send  a 
sample  report  on  a  very  profitable 
business  to  you  for  $2.00. 


INSIDER'S  REPORT  150 

1445  Fifth  Street 
Santa  Monica,  CA    90401 


Name. 


■  Address. 

I  City 

|^StatP^_ 
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Coal  Sheik 


Without  intending  to,  OPEC 
brought  a  boom  to  parts  of 
West  Virginia  and  made 
Buck  Harless  very,  very  rich. 

Some  people  are  smart  but  not  lucky. 
Others  are  lucky  but  not  smart 
enough  to  take  advantage  of  it.  A  rel- 
ative  handful  of  men  are  both  smart 
and  lucky.  Count  James  (Buck)  Har- 
less among  this  fortunate  breed. 

At  55,  this  high  school  graduate, 
who  never  left  his  hometown  of  Gil- 
bert, W.Va.  (population:  900)  and 
got  his  start  with  what  he  describes  as 
'  S500  and  a  one-horse  sawmill,"  is  on 
his  second  fortune— and  the  second 
promises  to  be  larger  than  the  first. 
In  1965,  when  he  was  45,  Harless 
sold  his  lumber  company  to  Georgia- 
Pacific  Corp.  for  a  sizable  block  of 
stock.  Then  he  went  into  the  coal  busi- 
ness—"as  a  hobby,"  he  explains,  "just 
something  to  keep  me  going." 

The  hobby  has  mushroomed  into  a 
5,000-ton-a-day  mining  operation. 
That,  plus  a  timber  importing  subsid- 
iary and  other  land  deals  will 
gross  Harless  $45  million  this  year,  un- 
less labor  problems  are  worse  than 
expected.  "We  aim  for  at  least  10% 
aftertax  on  that,"  he  says.  "Right  now 
we  are  doing  a  lot  better."  That 
means  Harless'  income  should  run  to 
multimillions. 

It  was  the  Organization  of  Petro- 
leum Exporting  Countries  that  made 
Buck  Harless  lucky  by  quadrupling 
the  price  of  oil  and  enhancing  the 
value  of  coal.  It  was  his  own  brains 
and  skill  that  made  him  overnight 
one  of  the  largest  independent  coal- 
men in  West  Virginia. 

It  all  happened  so  quickly  that 
Harless  hasn't  had  time  to  figure  out 
how  lucky  he  was.  He  runs  his  busi- 
ness from  a  one-story  frame  building 
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'We  want  profits,  not  prestige,"  says  Harless  of  his  corporate  informality. 


in  Gilbert,  just  down  the  road  from 
the  town's  two  tent-meeting  churches, 
Clayton  Mead's  Chevrolet  dealership 
and  the  new  red-brick  bank.  His  of- 
fice staff  consists  of  three  people, 
headed  by  his  "good  right  arm,"  Epp 
Hatfield,  a  genuine  descendant  of  the 
feuding  Hatfields  ( and  McCoys ) . 

Down  To  Earth 

A  soft-spoken,  church-and-family 
man,  Harless  doesn't  flaunt  his  wealth. 
His  vinyl-topped  El  Dorado  and  twin- 
engine  airplane  are  hardly  status  sym- 
bols here.  They  are  as  common  to 
southern  Appalachian  coal  strippers 
as  dusty  pickup  trucks.  ("Once  I 
tried  out  a  jet,"  he  says,  "but  you'd 
have  to  drive  two  hours  to  get  to  a 
place  flat  enough  to  land  it.")  He 
wears  no  diamond  rings,  lives  modest- 
ly—though on  a  three-acre  private 
island  in  the  Guyandot  River  south  of 
Gilbert— and  knows  most  of  his  280 
emnlovees  bv  name. 

Buck  Harless  plays   the  coal  busi- 


ness cautiously.  He  knows  when  to 
gamble  and  when  not  to.  He  did  go 
deeply  into  debt  to  buy  his  equip- 
ment, but  he  refused  to  compound 
the  risk  when  it  came  to  selling  coal. 
No  wildly  fluctuating  spot  markets  for 
him.  "Every  bit  of  our  tonnage  is  un- 
der long-term  contract,"  he  explains. 
He  remembers  what  happened  to 
some  other  lucky  coalmen  who  were 
not  so  smart.  "Last  year  when  Ameri- 
can Electric  Power  was  paying  us 
$20  a  ton,  they  were  paying  $45  or 
$50  on  the  spot  market  to  some  of 
those  eastern  Kentucky  boys.  Guys 
were  making  $3  million  in  three 
months  and  spending  like  a  three-ring 
circus."  Then  the  bottom  dropped  out 
of  the  spot  market,  but  Harless  was 
snug  with  his  long-term  contracts. 

"I  know  where  you  can  get  some 
Rolls-Royces  and  bulldozers  cheap," 
he  says,  referring  to  his  ex-rivals,  many 
of  them  now  hard  pressed  to  meet  tax 
and  interest  payments. 

Look  at  the  terms  of  Harless  con- 


Though  he  has  made  millions  from  coal,  the  same  modest  frame  building  houses    Harless'  enterprises. 
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Long  Distance  means  business. 

(2)  Bell  System 


with  U.S.  Steel,  his  biggest  cus- 
tomer. Harless  mines  about  3,000  tons 
.1  ila\  From  company  land  and  sells  it 
back  to  U.S.  Steel  lor  $33  a  ton,  mi- 
mis  a  royalty  of  $1.65.  He  won't  dis- 
cuss production  costs,  but  other  un- 
ionized mines  in  the  area  work  for 
about  $16  a  ton,  including  reclama- 
tion under  West  Virginia's  strict  new 
law.  "We've  got  a  seven-foot  seam,  so 
our  expenses  should  be  less  than  av- 
erage," admits  Harless.  Translated: 
Probable  annual  operating  profits  of 
over  $10  million,  from  one  contract. 

Why  doesn't  Big  Steel  do  its  own 
mining?  "I  just  hit  them  at  the  right 
time,"  Harless  answers.  "They  had  tre- 
mendous demand,  and  if  they  opened 
their  own  mine  it  would  have  taken 
two  years.  We  got  production  going 
in  60  days."  So  U.S.  Steel  got  its  coal 
when  it  needed  it,  and  the  price  isn't 
all  that  bad;  metallurgical  coal  now 
sells  for  $5  to  $10  a  ton  more  than 
U  S.  Steel  is  paying  Harless. 


Harless  isn't  worried  that  U.S.  Steel 
will  suddenly  decide  to  open  its  own 
mine.  He'll  simply  switch  his  crews, 
his  30  pieces  of  expensive  equipment 
and  his  $2-million  coal  washing  plant 
to  work  mining  his  own  coal  that  is 
currently  lying  idle.  "When  I  got  into 
this  business,  in  the  Sixties,  I  started 
to  look  ahead,"  Harless  explains.  Coal 
was  then  selling  for  one-tenth  its  pres- 
ent price.  He  picked  up  leases  for 
6,000  acres— enough  to  last  50  years 
at  his  present  rate  of  production.  With 
an  eye  on  OPEC's  current  threat  to 
force  up  the  price  of  oil,  he  says: 
"Right  now,  I'd  just  as  soon  sell  U.S. 
Steel  their  coal  and  save  ours." 

Harless'  prosperity  spills  over  into 
his  community.  "The  money  doesn't 
go  to  some  big  corporation,  it  stays 
right  here,"  he  boasts.  The  local  bank 
he  owns  doubled  its  assets  (to  $15 
million)  last  year.  Area  miners— all 
unionized— average  $15,000  annually; 
with  overtime  some  make  nearly  twice 


that.  Harless  plans  to  build  a  250- 
home  middle-income  housing  devel- 
opment on  reclaimed  coal  land. 

"We're  always  getting  offers  to  sell 
out  to  big  companies,"  says  Harless, 
whose  son,  Larry  Joe,  35,  manages 
the  timber  side  of  his  business.  "One 
corporation  wanted  me  to  be  a  vice 
president,"  he  says,  "but  I  could  nev- 
er fit  into  a  chain  of  command;  I'd 
see  something  that  needed  to  be  done 
and  do  it.  The  next  thing  you  know 
I'd  be  fired." 

Harless'  favorite  story:  "Southdown 
—that's  a  big  Houston  conglomerate 
—heard  about  us  and  sent  a  guy  up 
here  to  look  at  our  books.  When  he 
saw  that  our  paid-in  capital  was  just 
$12,000,  he  couldn't  believe  it.  'You 
people  sure  work  the  hell  out  of  your 
money,'  he  told  me." 

You  can't  call  a  man  like  Buck 
Harless  just  lucky.  You  have  to  ad- 
mit he's  a  whale  of  an  organizer  and 
plenty  smart.   ■ 


From  Ghost  Gulch  Boomsville 


Try  for  a  reservation  at  the  101-room 
Landmark  Motel  in  Pikeville,  Ky.. 
and  you'll  be  lucky  to  get  on  the  wait- 
ing list.  Arrive— after  a  2)z-hour  drive 
from  the  nearest  commercial  airport 
—and  you'll  find  the  parking  lot 
jammed  with  Cadillacs,  Continentals 
and  an  occasional  helicopter.  Search 
for  the  bar,  and  you'll  be  politely  told 
that  the  county  is  dry. 

Pikeville,  today  a  traffic-choked 
town  of  7,000  smack  in  the  middle  of 
once-forgotten  mine  fields,  is  the  coal 
strippers'  Abu  Dhabi.  If  strikes  this 
year  are  no  worse  than  1974s  month- 
long  stoppage,  the  surrounding  50- 
odd  counties  in  eastern  Kentucky, 
western  Virginia  and  southwestern 
West  Virginia  will  produce  some  190 
million  tons  of  coal,  worth  about  $4 
billion.  That's  nearly  30%  of  the  na- 
tion's output— and  there  are  accessible 
reserves  to  keep  area  activity  going 
at  present  levels  for  200  years. 

This  corner  of  Appalachia  is  being 
transformed  almost  overnight.  Al- 
ready, displaced  mountaineers  are  re- 
turning. Pike  County's  population  has 
grown  8%— to  70,000— since  the  min- 
ing boom  began.  Last  year,  the  num- 
ber of  private  planes  based  in  remote 
Wise  County,  Va.  jumped  from  ten  to 
32.  And  in  West  Virginia,  tax  reve- 
nues exceed  expenditures  by  $47  mil- 
lion, thanks  largely  to  a  new  3.85% 
levy    on    mine    receipts.    "Cities    like 

ew  York  are  going  out  of  business, 
•nd  here  we  are  in  a  depressed  area 
with  a  budget  surplus,"  quips  Ben 
Lusk,  president  of  the  local  surface 
mining  association. 

The  1974  coal  boom  and  spot  mar- 
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ket  prices  of  over  $100  a  ton  brought 
a  lot  of  quick  prosperity.  "It  wasn't 
just  a  handful  of  people— eve rybody 
here  did  pretty  good,"  says  Pike 
County  Assessor  T.T.  Colley.  He  backs 
up  his  statement  with  the  fact  that 
the  county's  assessed  personal  prop- 
erty valuations  increased  30%  during 
the  period. 

Signs  of  the  good  times  are  every- 
where. People  are  driving  on  crowded 
mountain  roads  instead  of  rocking  idly 
on  front  porches.  Locally,  receipts 
from  West  Virginia  University  fund- 
raising  dinners  doubled.  One  miner 
regularly  sends  his  helicopter  to 
Bache  &  Co.'s  Charleston,  W.  Va. 
office  to  fly  in  his  broker  for  advice. 
"The  recession  didn't  hit  us  at  all," 
says  W.G.  Caperton,  whose  family 
owns  a  nearby  4,500-acre  luxury 
housing  project.  "We  held  back  be- 
cause we  thought  it  would  be  a  bad 


A  coal  stripper's  Pikeville  palace. 


year,"   he   adds,   "and   we   wound   up 
sold  out  of  condominiums  by  June." 

For  a  while,  in  fact,  money  w  as 
easier  to  make  than  to  spend  for  some 
in  the  coal  business.  Multicarat  dia- 
monds were  a  common  sight  in  the 
Landmark's  rooftop  dining  room,  and 
Pikeville's  Cadillac  dealer  was  selling 
more  than  one  car  a  day.  Jimmie  Van- 
over,  president  of  Virginia  Citizens 
Bank  in  Clintwood,  claims  he  had  a 
customer  who  kept  a  $500,000  cheek- 
book  balance  to  avoid  paying  tax  on 
savings-account  interest.  And  CBS 
News  brought  national  attention  to 
Claude  Canada,  a  former  junk  dealer 
turned  mining  mogul  who  bragged  of 
his  wife's  millions  in  jewelry  and  his 
21  undelivered  Bolls- Boyces. 

Today,  however,  Canada  is  no  long- 
er returning  calls  from  the  press.  For 
many  instant  millionaires  the  flow  ol 
cash  has  slowed  considerably.  The 
collapse  of  the  spot  market  is  to 
blame.  But  coal  output  is  still  high 
and  long-range  prospects  are  brilliant. 
Area  residents  who  used  to  worrj 
about  how  much  relief  money  the) 
could  get  from  Uncle  Sam  now  com- 
plain about  how  many  tax  dollars 
they  are  sending  to  Washington.  Pike 
ville  National  Bank's  assets  haven't 
recovered  yet  from  the  20'-  drop  in 
the  month  following  Apr.  15's  ta\ 
deadline.  Says  a  eoal  field  law\<i 
"Right  now  there  are  probablv  more 
Internal  Revenue  agents  than  people 
around  here."   Hyperbole,  ol   course, 

l>iit  the  fact  is  that  the  IBS  has  in- 
creased its  Pikeville  audit  stall  from 
two  men  to  five.  In  a  way,  that  is  tin 
greatest  status  symbol  of  them  all  ■ 
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Time  to  call  Talcott. 

Lay  it  on  thick. 

If  your  business  has  a  great  new  product, 
spread  that  sales  message  in  every  corner 
of  your  market. 

But,  it'll  cost  you  plenty  of  green. 

And  if  your  receivables  tend  to  be  sticky, 
and  your  bank  balance  is  thin,  you  could 
end  up  with  an  empty  bucket. 

Time  to  call  Talcott. 

We  hate  to  give  the  brush  to  customers 
whose  financing  needs  are  stiff. 

Our  Factoring  Division  will  pay  cash  for 
up  to  90%  of  your  receivables.  What's 
more,  you  get  a  top-rung  guarantee  on 
collection. 


Oops!  The  orders  are  pouring  in  but  it 
will  take  a  smooth  cash  flow  to  cover 
those  new  customers. 

You'll  need  to  dip-in  to  more  warehouse 
space  so  you  can  mix  in  some  additional 
inventory. 

Still  time  to  call  Talcott. 

Our  Factoring  Division  is  primed  to  give 
you  full  flexibility  in  cash  support. 

We  also  offer  Business  Financing,  Special 
Loans,  Supplemental  Commercial 
Mortgages,  Venture  Capital  and  Com- 
puter Leasing.  And  we  issue  Commercial 
Paper. 

Remember,  before  you  take  that  next 
step  it's  time  to  call  Talcott. 

James  Talcott  Factors,  1290  Avenue  of  the  Americas,  New  York,  N.  Y. 
10019  (212)  956-2877.  Other  offices:  Atlanta  (404)  659-1000. 
Los  Angeles  (213)  620-9200.  Zurich,  Switzerland  (01 )  34  97  90. 


Still  time  to  call  Talcott. 
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America  has  one 


you 


•    • 


rit  have 


It's  delivered 


No  Cash  Lock-up 


No  Storage  Space 


No  Handling 


form  off  energy 
to  inventory, 
by  wire. 


No  Fuel  Tanks 


Choose  electricity  for  all  your  energy  needs 
and  you  can  put  money  tied  up  in  fuel  back 
to  work. 

In  fact,  the  costs  of  fuel  inventory  go 
far  beyond  the  cost  of  fuel  itself. 

Tanks  and  stockpiles  take  up  valuable 
space,  and  need  maintenance.  Fuel  handling 
requires  people  and  special  equipment. 
And  hazards  associated  with  fuel  storage 
add  to  safety  costs. 

Electricity,  on  the  other  hand,  usually 
isn't  stored  at  all.  It's  made  when  you  need 
it,  miles  away,  and  delivered  to  you  at  the 
flick  of  a  switch.  As  energy.  Not  as  some- 
thing you  have  to  transport  to  your  site  and 
then  burn  to  make  energy. 

Your  long-range  fuel  availability  concerns 
are  minimized,  too,  because  electricity  can 
be  made  in  so  many  ways. 

These  are  some  of  the  reasons  more 
and  more  businessmen  are  concluding  that 
electricity  is  a  far  more  valuable  "current 
asset"  than  a  supply  of  inventoried  fuel. 

For  more  information  on  the  advantages 
of  electricity,  write  to  Section  390-34, 
General  Electric  Company,  1  River  Road, 
Schenectady,  New  York  12345. 


**  ELECTRICITY  ** 
AMERICA  CAN  MAKE  IT  I 


GENERAL 


ELECTRIC 


No  Residue 


^r 


in  Americ. 
re  now  featured  monthly 
in  8  inflight  magazines. 


1ml  - 


Centennial 


I  publis 


e  magazines. 


I'm  truly  proud  to  announce 
that  East  West  Network's  inflight 
magazines  are  now  going  to 
include  excerpts  of  books  right  off 
the  best  seller  list.  Yes.  we've  grown 
that  much. 

It's  something  I've  wanted  to  do 
for  a  long  time.  Like  other  people 
whose  business  requires  them  to 
entertain  and  travel  frequently. 


>nth.  Im 


lition 


I  miss  the  <  hance.%  keep  up  with 
the  best  sellers. 

Now.  our  inflights  offer  six 
best  selling  book: 
sure  that  this  will  be 
to  the  more  than  50y 
editorial  pages  which  u 
the  9.3  million  inflight  pa^- 
who  board  our  airlines  eVei 
moYith.  We  are  con$tan|y  makii 


editorial  refinements  as  we  grow. 

I'm  Jeff  Butler.  You'll  be  hearing 
more  from  us  in  the  near  future. 


tast/West  Network,  Inc. 


ihTininiTJt.T»i¥»ini  v-irniin 


&  Hotel  Inroom  Magazines 

Inn 


I 

s.m  I  r.ti*  iv  ii  .in>1  Mi. nm 


More  than  300  Big  Board  stocks  doubled  or  better  from  October 

to  July.  But  many  of  the  big  winners  were  big  losers  in  the  summer  slump. 


It  was  a  great  game  while  it 
lasted.  From  last  October,  when 
the  S&P  composite  index  hit  its 
low,  to  July  11,  just  before  its 
recent  peak,  no  fewer  than  328 
Big  Board  stocks  doubled  or  more 
than  doubled  in  price. 

The  list  below  was  compiled  for 
us  by  Nielson  Institutional  Ser- 
vices, a  prominent  supplier  of  sta- 
tistical services  to  the  brokerage  in- 
dustry. The  list  shows  the  New 
York  Stock  Exchange's  100  biggest 
gainers  in  this  period.  The  biggest 
gainer  was  up  over  500%;  even  the 
smallest  gainer  was  up  164%. 


The  stock  market  was  an  exciting 
place  those  nine  months.  But  you 
had  to  move  fast.  The  same  stocks 
that  went  up  the  fastest  tended  to 
drop  the  fastest  when  the  market 
turned  down  this  summer.  By  the 
end  of  August,  the  S&P  had  de- 
clined 10%  from  July  11.  The 
100  doublers  listed  here  lost  on 
average  nearly  twice  as  much.  One 
of  the  doublers,  Pickwick  Interna- 
tional, actually  dropped  43%  in  a 
few  weeks. 

What  does  all  this  prove?  Per- 
haps that  there  was  a  strong  ele- 
ment of  six-month  profit-taking  in 


the  recent  slump.  People  who  had 
big  profits  were  rushing  to  take 
them  as  soon  as  they  qualified  for 
long-term  treatment.  This  would 
explain  why  the  big  gainers  were 
also  big  losers.  Another  probable 
factor:  professional  and  institu- 
tional investors  taking  advantage 
of  the  rally  to  cut  their  losses  on 
common  stocks  and  move  the  mon- 
ey into  high-yielding  bonds.  But 
up  200%  in  a  few  months?  Down 
20%  in  a  few  weeks?  Well,  that's 
the  kind  of  market  we  have  these 
days.  Fun  for  the  traders,  but  sheer 
hell  on  investors.   ■ 
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10/4/74 
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Gain 
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7/11/75 

Per  Share 
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National  Medical  Care 

3 

I8V2 

517% 

13 

-30% 

$  0.88 

15 

None 



National  Semiconductor 

73A 

463/4 

503 

34% 

—26 

1.34 

26 

None 

— 

Loral 

2Va 

123/8 

482 

8% 

-28 

1.34 

7 

None 

■  — 

Menasco  Mfg 

2% 

125/s 

377 

103/4 

-15 

2.24 

5 

$0.10 

0.9% 

AE  Staley 

12% 

56% 

364 

58% 

+  4 

8.65 

7 

1.60 

2.7 

Rite  Aid 

3% 

141/4 

356 

113/8 

-20 

0.78 

15 

0.16 

1.4 

Columbia  Pictures  Inds. 

2 

9 

350 

63/4 

-25 

0.40 

17 

None 

— 

TelePrompTer 

2 

85/8 

331 

5% 

-32 

d0.44 

— 

None 

— 

Kaufman  &  Broad 

VU 

95/8 

328 

73/4 

-19 

d1.31 

— 

None 

— 

Moore  McCormack  Resources 

21% 

87  y4 

304 

64% 

-26 

15.41 

4 

1.40 

2.2 

MCA 

20 

793/8 

297 

67% 

-14 

7.93 

9 

1.00 

1.5 

E-Systems 

73/4 

303/4 

297 

24% 

-20 

2.68 

9 

0.85 

3.5 

Sanders  Associates 

2s/s 

101A 

291 

7 

-32 

d4.30 

— 

None 

— 

APL 

VU 

121/2 

285 

10 

-20 

2.44 

4 

0.60 

6.0 

Lockheed  Aircraft 

31/4  . 

12V2 

285 

83/4 

-30 

3.06 

3 

None 

— 

General  Medical 

5% 

19% 

283 

14% 

—25 

1.52 

10 

0.20 

1.4 

Tropicana  Products 

6% 

25  % 

279 

193/4 

—21 

1.24 

16 

0.20 

1.0 

Paine  Webber 

2% 

8 

277 

5% 

-27 

1.46 

4 

0.10 

1.7 

Helene  Curtis  Inds. 

2 

71/4 

263 

6% 

-  5 

0.94 

7 

None 

— 

Houston  Natural  Gas 

16% 

57% 

255 

49% 

—14 

3.83 

13 

1.00 

2.0 

Humana 

33A 

13V4 

253 

10% 

—24 

1.32 

8 

None 



Simmonds  Precision 

2V2 

8% 

250 

6% 

-21 

0.67 

10 

0.12 

1.7 

Tandy 

14% 

49% 

248 

39 

-21 

3.50 

11 

None 

— 

Hospital  Corp  of  America 

7 

24% 

245 

17% 

-27 

2.07 

8 

0.20 

1.1 

General  Dynamics 

16 

55  % 

245 

42 

-24 

7.14 

6 

None 

— 

General  Cinema 

63A 

23 

241 

16% 

-27 

2.11 

8 

0.44 

2.6 

American  Medicorp 

2 

63/4 

238 

5% 

-19 

1.00 

6 

None 

— 

Hecks 

51/e 

17% 

237 

133/4 

-20 

1.72 

8 

0.16 

1.2 

Woods  Corp 

6% 

213/4 

235 

19% 

-11 

2.89 

7 

0.48 

2.5 

Raymond  International 

6% 

213/4 

228 

17% 

-19 

2.40 

7 

0.48 

2.7 

Dorr  Oliver 

41/2 

143/4 

228 

143/4 



2.12 

7 

0.10 

0.7 

American  Air  Filter 

63/8 

203/4 

226 

163/4 

-19 

1.57 

11 

0.44 

2.6 

Apeco 

1 

3% 

225 

2% 

—12 

d1.28 

— 

None 



Howard  Johnson 

45/8 

15 

224 

113/4 

-22 

1.06 

11 

0.24 

2.0 

Eastern  Gas  &  Fuel  Assoc. 

9% 

31% 

223 

26 

-18 

4.01 

6 

0.80 

3.1 

Rucker 

7 

22% 

218 

20 

—10 

3.24 

6 

0.20 

1.0 

Pittston 

24% 

783/4 

217 

68% 

-13 

9.94 

7 

1.60 

2.3 

Western  Co  of  No  Amer 

53/4 

18% 

215 

15 

—17 

4.38 

3 

0.05 

0.3 

American  Bakeries 

4% 

143/a 

211 

9% 

—34 

0.38 

25 

0.40 

4.2 

Savin  Business  Machines 

23/8 

73/8 

211 

4% 

-39 

0.54 

8 

None 

[Table  cont'd 

on  page  92) 
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Percent 

Latest 
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12-Month 

Price/ 
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Pric° 

Percent 

Recent 

From 
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Earnings 

Annual 

i                                                                         t 

10/4/74 

7/11/75 

odin 

Price 

7/11/75 

Per  Share 

Ratio 

Dividend 

Yield 

• 

United  Nuclear 

61/8 

19 

210% 

143/s 

-24% 

$0.32 

45 

None 



Atlas  Corp 

vu 

y/a 

210 

27/s 

-26 

d0.01 

— 

None 

— 

United  Gas  Pipe  Line 

37/8 

12 

210 

11 

-   8 

1.39 

8 

0.72 

6.5 

Joy  Mfg 

273/4 

853/8 

208 

743/s 

-13 

6.45 

12 

1.60 

2.2 

Chris-Craft  Inds 

13A 

53/8 

207 

5 

—   7 

d0.11 

— 

None 

— 

E.F.  Hutton 

5% 

161/2 

207 

143/4 

—11 

<     3.58 

4 

0.60 

4.1 

Metro-Goldwyn-Mayer 

53/4 

175/8 

207 

15V4 

-13 

2.51 

6 

1.00 

6.6 

Watkins  Johnson 

121/8 

367/e 

204 

263/8 

-28 

1.8*2 

14 

0.20 

0.8 

Colonial  Penn  Group 

13V4 

40 

202 

291/2 

-26 

2.48 

12 

0.40 

1.4 

MAPCO 

16 

481A 

202 

43 

-11 

2.62 

16 

0.70 

1.6 

Narco  Scientific  Inds 

41/4 

123/4 

200 

11S/8 

-  9 

1.60 

7 

0.60 

5.2 

Morse  Shoe 

2  3/8 

71/8 

200 

7 

-   2 

1.12 

6 

0.20 

2.9 

Warner  Communications 

6% 

20% 

200 

171/4 

-16 

2.63 

7 

0.50 

2.9 

Gulf  Resources  &  Chemical 

71/4 

21% 

198 

17% 

-18 

5.99 

3 

1.00 

5.7 

Twentieth  Century-Fox 

5 

147/8 

198 

125/8 

-15 

1.74 

7 

0.40 

3.2 

Orange-co 

43/8 

13 

197 

127/8 

—  1 

0.95 

14 

0.12 

0.9 

Itel  Corp 

3 

87/8 

196 

63/8 

-28 

1.26 

5 

None 

— 

Ideal  Toy 

2% 

8V2 

196 

67/8 

-19 

1.16 

6 

None 

— 

Fisher  Scientific 

4% 

143/8 

195 

12 

—17 

1.48 

8 

0.20 

1.7 

Alexander's 

2Vs 

6'A 

194 

51/8 

-18 

0.76 

7 

0.16 

3.1 

Elixir  Industries 

2 

57/8 

194 

4Va 

-30 

0.53 

8 

None 



Gulton  Industries 

1% 

5V2 

193 

37/8 

-30 

0.35 

11 

None 

— 

Interstate  Brands 

51/8 

143/4 

188 

135/8 

-  8 

2.26 

6 

0.20 

1.5 

Viacom  International 

23/4 

77/8 

186 

71/s 

-10 

0.79 

9 

None 

— 

Smith  International 

121A 

35 

186 

28V2 

-19 

2.98 

10 

0.36 

1.3 

Envirotech 

83/8 

237/a 

185 

201/2 

—14 

1.84 

11 

None 



May  Department  Stores 

I6V2 

47 

185 

41  y8 

-13 

3.11 

13 

1.60 

3.9 

Leaseway  Transportation 

10 

28% 

181 

253/8 

-10 

2.63 

10 

0.60 

2.4 

Pamida 

3 

83/8 

179 

6V4 

-25 

0.74 

8 

0.10 

1.6 

Martin  Processing 

9 

25  y8 

179 

19 

-24 

2.18 

9 

0.50 

2.6 

Data  General 

13 

361/s 

178 

27% 

-23 

1.50 

19 

None 



Wheelabrator-Frye 

73/4 

21 V2 

177 

18Vb 

-16 

1.67 

11 

0.40 

2.2 

Skaggs  Companies 

8V4 

227/s 

177 

22  'A 

-   3 

2.25 

10 

0.60 

2.7 

Neptune  International 

6 

165/s 

177 

14'A 

-13 

1.98 

7 

0.50 

3.4 

Microwave  Associates 

8V4 

223/4 

176 

15 

-34 

1.96 

8 

None 

— 

Pickwick  International 

7 

19 'A 

175 

11 

-43 

1.62 

7 

0.08 

0.7 

Reading  Co 

1 

23/4 

175 

2 

-27 

d9.05 

— 

None 

— 

Fairchild  Camera 

213/8 

583/4 

175 

45 1/4 

-23 

2.97 

15 

0.80 

1.8 

Raytheon 

2oy8 

565/s 

175 

493/4 

-12 

4.39 

11 

1.00 

2.0 

Hilton  Hotels 

10V8 

27% 

173 

24% 

-10 

2.23 

11 

1.00 

4.0 

E.F.  MacDonald 

13/8 

33/4 

173 

2% 

—23 

0.84 

3 

None 



Mission  Equities 

51A 

14V4 

171 

103/4 

-25 

1.72 

6 

0.28 

2.6 

Wometco  Enterprises 

6V8 

165/8 

171 

143/8 

-14 

1.73 

8 

0.56 

3.9 

Cooper  Industries 

201/2 

55  V2 

171 

54  V2 

-   2 

5.53 

10 

1.44 

2.6 

Variin  Associates 

63/8 

171/4 

171 

13% 

—21 

1.10 

12 

0.20 

1.5 

Heublein 

181A 

493/8 

171 

383/4 

-22 

2.90 

13 

1.10 

2.8 

Walt  Disney 

193/4 

533/8 

170 

413/4 

-22 

1.94 

22 

0.12 

0.3 

United  Guaranty 

4 

103/4 

169 

8 

-26 

0.66 

12 

None 

— 

Jim  Walter 

153/8 

41 'A 

168 

36 

-13 

4.06 

9 

1.00 

2.8 

Automatic  Data  Processing 

231/z 

63 

168 

503/4 

-19 

1.83 

28 

0.20 

0.4 

Tyco  Laboratories 

65/e 

173/4 

168 

13% 

-26 

1.57 

8 

0.20 

1.5 

McDonald's 

211/4 

56  3/4 

167 

45% 

-20 

1.93 

24 

None 

— 

American  Family  Corp 

41/2 

12 

167 

73/8 

-39 

1.45 

5 

0.24 

3.3 

Revco  DS 

12 

32 

167 

27% 

-15 

1.67 

16 

0.40 

1.5 

Coastal  States  Gas 

4% 

11 

167 

8% 

-22 

2.34 

4 

None 

— 

Parker  Pen 

63/8 

17 

167 

131A 

-22 

1.66 

8 

0.32 

2.4 

Archer-Daniels-Midland 

121/4 

325/8 

166 

30 

-  8 

2.10 

14 

0.25 

0.8 

Walter  Kidde 

8V2 

225/s 

166 

19 

-16 

4.18 

5 

0.80 

4.2 

Texas  International 

3% 

101/4 

165 

8 

-22 

1.46 

5 

None 

__ 

Reed  Tool 

11V4 

293/4 

164 

31% 

+  6 

2.84 

11 

None 

— 

Average  of  100  Stocks 

224 

-19 

S  &  P  500 

52 

-10 

d-Deficit.        Data:  Nielson  Institution 

al  Services 

Forbes 

< 
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To  keep  growing  with  energy - 

We're  doubling  our  capacity  to  dig 
more  coal  that  the  world  must  have, 


Our  subsidiary,  A.  T.  Massey  Coal 
Company,  Inc.,  is  putting  $150,- 
000,000  into  doubling  its  produc- 
tion capacity  from  7.8  million  tons 
produced  i-'n  1974  to  over  15  mil- 
lion tons  by  the  end  of  1979.  Mas- 
sey will  invest  $30,000,000  peryear 
to  develop  new  properties  and  to 
expand  and  modernize  existing 
mines  and  facilities. 

Special  emphasis  is  being  put  on 
greater  production  of  high  quality 
metallurgical  coal,  which  is  in 
great  demand  by  the  metals  indus- 

ST  JOE 

MINERALS  CORPORATION 


tries  around  the  world.  The  pro- 
portion of  Massey's  metallurgical 
coal  output  should  be  increased 
from  27%  in  1974  to  45%  of  total 
production  in  1979. 

Massey  has  substantial  resources, 
with  over  400  million  tons  of  coal 
in  proven  or  probable  recoverable 
reserves. 

What's  happening  at  Massey  is 
only  one  part  of  our  wider,  energy 
resource  diversification.  Our  oil 
and  gas  producing  subsidiary, 
CanDel    Oil    Ltd.    is    investing 


$13,000,000  in  1975  for  the  devel- 
opment of  existing  properties  and 
exploration.  St.  Joe's  own  1975 
budget  for  worldwide  oil  explora- 
tion and  development  is  $16,500,- 
000,  making  an  overall  company 
total  of  $29,500,000. 

In  coal,  oil,  gas  and  metals  we  are 
increasing  exploration,  devel- 
opment and  research  to  insure  our 
growth. 

If  you  would  like  to  know  more  about  us, 
write  to  Dept.  4,  for  our  latest  annual 
and  quarterly  reports. 


250  Park  Avenue,  New  York,  New  York  10017 
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Why  Is  Levy  Smiling 


when  the  newspapers  say  he  is  $99  million  in  debt? 


1 1  appeared  ro  hl;  the  largest  per- 
sonal bankruptcy  in  history,  the  indi- 
\  idn.il  equivalent  of  the  wreck  of  the 
Perm  Central.  The  previous  record- 
holder— a  du  Pont,  no  less-had  an- 
nounced five  years  ago  a  shortfall  of 
about  $30  million.  But  last  month 
Isaac  Louis  Levy  turned  up  in  a 
Jacksonville,  Fla.  court  and  cheer- 
fully allowed  that  his  liabilities  out- 
stripped his  assets  by  a  phenomenal 
$98,665,222.75.  Round  it  out  and  you 
get  $100  million.  One  man.  And  an 
obscure  man  at  that. 

There  were  288  itemized  debts 
listed  on  the  petition,  ranging  from 
$3.75  to  Pan  American  World  Air- 
ways to  $18.5  million  owed  to  Pitts- 
burgh National  Bank.  The  Internal 
Revenue  Service  alone  claimed 
$492,000,  it  said.  Yet  of  the  $99  mil- 
lion in  possible  claims  Levy  listed,  less 
than  $3.4  million  is  backed  by  any- 
thing faintly  resembling  collateral; 
and  the  market  value  of  that  collateral 
is  optimistically  listed  at  $1.5  million. 

An  amazing  feat,  especially  consid- 
ering that  on  paper,  Levy  looks  pretty 
much  like  an  average  guy:  A  mod- 
erately successful  law  practice  down- 
town. A  good  house  in  the  suburbs 
with  a  $52,000  mortgage  on  it.  Some 
life  insurance.  Earnings,  about  $40,000 
last  year. 

Yet  the  assets  he  listed  on  his  bank- 
ruptcy petition  were  mainly  $49.05 
worth  of  typewriter  ribbons  and  pa- 
per. So  now  what?  The  sound  of  banks 
collapsing?  Shock  and  surprise  in 
boardrooms  from  Miami  to  Massa- 
chusetts? And  above  all,  as  Levy's 
local  paper  asked  on  its  front  page, 
"How  can  a  man  of  36— or  any  other 
age-get  $99  million  in  debt?" 

A  good  question.  The  simple  an- 
swer: He  can't.  Levy's  bankruptcy  isn't 
precisely  a  hoax,  but  it  is  certainly 
hyperbole.  Once  he  had  to  go,  Levy 
decided  to  go  in  style. 

"I've  never  heard  of  the  bird,"  says 
G.W.  Harmony,  president  of  the  Na- 
tional Bank  of  Live  Oak,  Fla.,  where 
Levy  says  he  owes  $150,000.  "Who?" 
says  a  spokesman  for  the  Pittsburgh 
National  Bank.  "Oh,  him,"  says  Ed- 
ward P.  Russell  Jr.,  lawyer  for  the 
Union  Planters  National  Bank  in 
Memphis,  Term.,  where  Levy  lists  a 
debt  of  about  $3.5  million. 

Then  what's  the  story  here?  Just 
this:  Ike  Levy's  $99-million  flame- 
out  is  mostly  another  display  of  his 
underlying  asset,  which  boils  down 
pretty  much  to  pure  brass.  A  bare 
dozen    lawyers    scribbled    their    way 


through  his  first  meeting  of  creditors. 
It  will  be  months  before  there  is  any 
reliable  indication  of  exactly  how 
much  Levy  cost  his  friends,  but  it  is 
already  clear  it  wasn't  really  very 
much  at  all. 

Levy's  gift  is  that  he  understands 
the  Great  American  Respect  for  Front. 
That's  why  he  has  58  pairs  of  shoes 
and  128  shirts  in  his  closets,  for  ex- 
ample. And  it's  why  he  was  able  to 
parlay  a  modest  grubstake  into  a  diz- 
zy little  sultanate  before  it  all  came 
crashing  down  around  him  in  August. 
"At  one  point,  he  probably  was  worth 
a  million  or  two,"  recalls  a  former 
partner,  "but  of  course  it  was  all  pa- 
per." It  didn't  matter.  Levy  acted  rich 
and  important.  Therefore  he  was  rich 
and  important. 

At  his  modest  zenith,  Levy  pre- 
sided over  a  bewildering  array  of  hu- 
man enterprise.  A  chicken -farming 
venture  with  his  well-heeled  father- 
in-law  came  on  stream  just  in  time  to 
see  the  price  of  eggs  plummet  to  30 
cents  a  dozen  from  90  cents.  A  record 
company  cut  one  disc  and  quit.  An 
air-taxi  service  he  bought  turned  sour, 
devouring  what  slim  profits  his  other 
ventures— cable  television,  a  cattle 
ranch,  hamburger  stands,  an  A-frame 
home  builder,  a  travel  agency,  a  TV 
manufacturing  plant— could  toss  off. 

Says  a  friend:  "Ike  just  couldn't 
stop  dealing.  Before  he'd  complete 
one,  he'd  be  making  14  more." 

The  big  deals  in  which  he  had  a 
hand  were  all  real  estate:  the  big  high- 
rise  in  Orlando  foreclosed  by  Pitts- 
burgh National  Bank;  the  ambitious 
Brandywine  Bay  development  in 
North  Carolina;  the  Family  Inns  that 
were  built  for  sale  and  lease-back  just 
in  time  to  see  the  hotel  chain  go  broke. 

Safety  In  Numbers 

Who,  you  might  ask,  would  lend 
money  to  such  an  obviously  whirling 
dervish?  For  the  most  part,  apparent- 
ly, not  the  banks.  Most  of  Levy's  loans 
were  cosigned  by  two,  three,  as  many 
as  a  dozen  more  substantial  citizens 
than  he.  Levy's  gift  for  putting  up  a 
good  front  extended  to  putting  to- 
gether complicated  syndicates  of  in- 
vestors. His  major  phase,  the  one  that 
ended  last  month,  began  four  years 
ago  when  he  convinced  ten  Jackson- 
ville professional  men  that  he  could 
make  them  rich. 

Were  his  wealthy  professional 
friends  the  losers  then?  Levy  says  no. 
"In  their  income  brackets?  Out-of- 
pocket-wise,  they  won't  lose  a  penny," 


Isaac  Levy 

he  says,  referring  to  the  fact  that  their 
losses  are  probably  tax-deductible— 
and  that  therefore  the  Government  is 
probably  the  biggest  loser  on  the  list. 

Most  of  the  creditors  will  come  out 
fairly  whole.  The  banks  repossessed 
his  Donzi  motorboat;  Ralston  Purina 
took  back  100,000  chickens.  Brokers 
sold  him  out  on  margin  calls.  And  in 
the  end,  even  Levy,  after  five  wild 
years  of  overstating  his  assets,  wasn't 
just  another  bankrupt.  He  was  a  big- 
deal  bankrupt. 

So  what  exactly  does  Levy  lose? 
Sleep,  mostly.  His  father-in-law,  in 
poor  health,  is  now  himself  struggling 
against  bankruptcy.  Likewise,  Levy's 
closest  associates.  Unlike  the  creditors 
of  his  scheme,  the  participants  will 
lose  heavily. 

Yet  Florida  law  permits  Levy  to 
keep  his  house  and  his  mortgage,  his 
extensive  wardrobe,  the  leased  bric-a- 
brac  that  fills  his  office  to  overflowing 
—in  other  words,  to  keep  his  appear- 
ance. And  appearance,  plus  a  full 
measure  of  charm  and  wit,  was  about 
all  Ike  Levy  ever  had. 

Levy  has  just  moved  into  the  base- 
ment party-room  of  one  of  the  best 
law  firms  in  Jacksonville,  where  he 
has  started  up  work  among  former 
judges  and  bar  officials.  Levy  tells 
friends  he  will  accept  a  partnership 
and  work  hard  at  it— for  about  18 
months,  which  is  how  long  he  figures 
it  will  take  him  to  make  his  next  $1 
million.  And  who  knows?  He  just 
might  make  it. 

Why  not?  He's  no  longer  obscure 
young  Ike  Levy  of  Jacksonville,  lie  is 
—or  enough  people  think  he  is— the 
most  expensive  individual  bankruptcy 
this  country  ever  had.  In  the  pub- 
licity scale  of  things,  after  all,  a  spe< 
tacular  failure  is  worth  much  more 
than  a  modest  success.   ■ 
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Did  you  hear  what  the  tracks 
said  to  the  trains  outside  Hamburg? 


Between  Hamburg  and  Bremen 
in  Germany,  there's  a  stretch  of  track 
like  nowhere  else  in  the  world.  These 
tracks  talk  to  the  trains. 

And  the  trains  talk  back. 

Their  dialogue  may  not  exact- 
ly be  Noel  Coward— but  it's  the  heart 
of  an  ingenious  new  control  system 
we  developed  for  the  German  rail- 
ways. It's  being  tested  right  now. 

This  computer-based  system  can 
monitor  a  train  as  it  speeds  along  the 
test  track,  continuously  reporting 
where  it  is.  And  how  fast  it's  going. 


If  there's  another  train  up  ahead 
—going  in  the  same  direction,  on  the 
same  track— the  track  tells  the  train 
behind  to  slow  down.  Or  even  tells  it 
to  stop.  Automatically. 

This  means  trains  could  be  run 
more  frequently  on  the  same  line,  with- 
out getting  in  each  other's  way.  Even 
the  new  high-speed  trains  that  can  log 
120  miles  an  hour,  or  more. 

Even  these  speeds  can  be  han- 
dled easily  by  this  computerized  sys- 
tem—though the  tracks  have  to  do 
some  pretty  fast  talking. 

The  best  ideas  are  the    |  1 1 II 1 1 
ideas  that  help  people.  Ill 


International  Telephone  and  Telegraph  Corporation,  320  Park  Avenue,  New  York,  N.Y.  10022. 


im 


Crucible  is  more  than  a 

big  name  in  specialty  steel 

technology.  It's  the  biggest 

►art  of  Colt  Industries. 


\1 


r 
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■  At  Colt  Industries,  steelmaking  begins  in  the  labora- 

■  tory.  There's  always  something  new  under  development  at 
B  our  Crucible  Materials  Research  Center.  New  specialty 
I  steels  to  meet  ever  more  essential  and  exacting  require- 
Hments.  Advanced  steelmaking  processes  for  greater  effi- 

■  ciency,  flexibility  and  quality  consistency.  Proven  out  in 
|  i^74_saies      miniature  mills,  new  developments  move  quickly 

to  Crucible  plants  and  new  products  are  speed- 
ily brought  to  market.  New  Crucible  product 
developments  include  a  titanium-stabilized 

II  I  d  I A       W    Con,ro1     / 

UeYuUh,  v \*™y    ajj0y  f or  highly  corrosive  environments,  and 

lower-cost  nonmagnetic  steels  for  electric  power 

I  generation.  In  process  technology,  Research  Center  develop- 
f  ments  include  the  advanced  Crucible  computer  control 
'  system  for  melting  and  alloying,  and  the  proprietary 
Crucible  particle  metallurgy  process  for  the  production  of 
tool  steels.  In  1974,  Crucible  specialty  steels  accounted  for 
almost  50%  of  our  record  sales.  The  balance  came  from  the 
other  well-known  names  in  our  family  of  industrial  products. 
For  our  latest  financial  reports,  write  Colt  Industries  Inc, 
Dept  F3, 430  Park  Avenue,  New  York,  N.Y.  10022. 

Crucible  specialty  steels  □  Trent  welded  stainless  steel  pipe  and  tubing 

Fairbanks  Morse  diesel  engines  •  Fairbanks  scales  •  Pratt  &  Whitney  and 

Elox  production  equipment  •  Quincy  compressors  •  Central  Moloney 

transformers  □  Chandler  Evans  fuel  controls  •  Fairbanks  Morse  pumps 

Holley  carburetors  □  Colt  firearms  and  sporting  equipment   Pnlf  IllfflllCtPiPC 
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SubmeiKinjr  a  specimen  of 
Crucible  26-1  stainless  steel  in 
a  sulfuric  acid-copper  sulfate 
solution,  a  Crucible  research 
technician  documents  the 

's  exceptional  resistance 
to  mterjrranular  corrosion. 
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Missing  The  Forest  For  The  Trees? 


Weyerhaeuser's 
trees 

bring  high 
P/Es. 

"Weyerhaeuser  is  almost  a  religion,"  a 
highly  respected  analyst  commented 
recently.  The  analyst,  Morgan  Stan- 
leys Sanjoy  Bhattacharya,  had  just 
seen  several  impressive  demonstra- 
tions of  the  fervor  the  big  timber  com- 
pany arouses  in  the  breasts  of  many 
investors. 

Bhattacharya  had  predicted  that 
Weyerhaeuser's  earnings  would  "go 
through  the  floor,"  and  so  they  did, 
plunging  64%  in  1974's  fourth  quar- 
ter and  42%  in  the  first  half  of  1975. 
He  was  right  about  earnings,  but 
wrong  about  price  action.  The  analyst 
thought  that  the  bad  news  would 
knock  the  stock  down,  giving  his  cli- 
ents a  buying  opportunity  in  what  he 
regards  as  a  great  stock.  But  the  buy- 
ing opportunity  never  came.  In  spite 
of  four  consecutive  down  earnings  re- 
ports and  the  sick  late-summer  stock 
market,  Weyerhaeuser  stock  recently 
sold  not  far  from  its  alltime  high.  At 
38,  it  sold  for  25  times  probable  1975 
earnings,  one  of  the  highest  price/ 
earnings  ratios  on  the  Big  Board  to- 
daj .  All  the  forest  products  stocks 
have  been  strong  this  year,  but 
Weyerhaeuser,  whose  earnings  are 
among  the  hardest  hit,  remains  the 
strongest  stock  (see  table). 

Weyerhaeuser's  shares  have  a  cur- 
rent market  value  just  short  of  $5  bil- 
lion—higher than  the  market  value  of 
such  giant  companies  as  Mobil,  Ford 
Motor,  Xerox  or  BankAmerica  Corp. 
In  forest  products,  it  is  far  ahead  of 
International  Paper  (market  value 
about  S3  billion),  even  though  IP  will 
make  as  much  money  this  year  as 
Weyerhaeuser. 

Why,  at  a  time  of  widespread  in- 
vestor skepticism  is  Weyerhaeuser 
seemingly  immune  to  bad  news? 


It's  no  longer  all  up  to  nature.  Weyerhaeuser 
replants  every  acre  with  lab-tested  seedlings. 


The  answer  in  a  word:  Timber.  The 
Tacoma,  Wash,  firm  owns  5.7  mil- 
lion acres  of  prime  tree-growing  land 
—almost  all  of  it  covered  with  green. 
And  these  are  not  just  any  trees. 
Many  of  them  are  towering,  old- 
growth  Douglas  firs,  growing  ever 
higher  in  the  rain-soaked  mountains 
of  the  Pacific  Northwest.  From  these 
trees,  which  Weyerhaeuser  replants  as 
quickly  as  it  cuts  them,  are  made  lum- 
ber and  plywood,  pulp  and  paper.  Be- 
sides the  2.8  million  northwestern 
acres,  Weyerhaeuser  owns  another 
2.9  million  acres  in  the  South,  sprout- 
ing less  valuable  but  faster  growing 
southern  pine  trees. 

Unlike  its  major  competitors,  Wey- 
erhaeuser owns  enough  trees  to  sup- 


ply all  the  needs  of  its  lumber,  pulp 
and  paper  operations.  In  this  respect 
it  is  comparable  to  a  fulh  integrated 
oil  company,  which  makes  a  profit 
every  inch  of  the  way  from  oil  well 
to  gas  pump  and  chemical  plant. 
Weyerhaeuser's  competitors,  by  con- 
trast, must  buy  varying  quantities  of 
their  timber  on  the  open  market;  in 
good  times  this  means  the)  ma\  he 
squeezed  by  skyhigh  prices,  in  pooi- 
times  by  thinner  profit  margins. 

What  is  remarkable  about  inves- 
tors'  attitudes  toward  Weyerhaeuser's 
trees  is  that  they  seem  to  obscure 
other  factors  that  investors  normally 
weigh.  Other  growth  companies,  oth- 
er inflation  hedges,  for  example,  have 
been  badly  hit  in   the  market   when   it 
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turned  out  that  their  earnings  were 
vulnerable  to  recession.  But  Weyer- 
haueser  holds  its  high  price/ earnings 
ratio  in  the  face  of  undeniably  cylical 
earnings.  It  had  a  serious  down  year 
in  1971  and  even  last  year  was  well 
behind  the  peaks  of  1972  and  1973. 
As  for  1975,  Weyerhaeuser  will  do 
well  to  earn  $1.65  a  share— well  be- 
low the  record  $2.74  the  company 
earned  in  1973  when  housing  starts 
were  at  a  peak. 

Why,  then,  the  strength  in  the 
stock?  We  put  the  question  to  Chief 
Executive  George  Weyerhaeuser, 
great-grandson  of  a  founder.  "Our 
shareholders  tend  to  look  through  the 
cycles  at  the  long-term  trend  line,"  he 
answered.  Added  Morgan  Stanley's 
Bhattacharya:  "A  money  manager 
who  bought  Polaroid  on  the  way 
clown  from  100  feels  more  comfortable 
with  Weyerhaeuser;  Polaroid  didn't 
have  all  those  trees  carried  at  well 
below  market  value." 

Justified  <>r  not,  this  Weyerhaeuser 
fervor  is  a  source  of  dismay  for  its 
competitors,  whose  shares  sell  at  far 
lower  price/ earnings  ratios.  These 
P/E  ratios  range  all  the  way  down 
from  Georgia-Pacific's  18,  IFs  10  to 
Champion  International's  7.  And 
while  none  of  these  companies  are  as 
self-sufficient  in  timber  as  Weyer- 
haeuser, none  of  them  are  bereft  of 
it.  And,  in  fact,  all  of  them  have  few- 
er shares  outstanding  for  each  acre. 
International  Paper,  for  example, 
owns  8.5  million  acres  of  timberland 
—33%  more  than  Weyerhaeuser— and 
has  only  one-third  as  many  common 


shares  outstanding.  Georgia-Pacific  is 
no  slouch  either,  owning  4.5  million 
acres  of  good  timberland,  and  its 
earnings  this  year  are  holding  up 
much  better  than  Weyerhaeuser's,  as 
the  table  shows. 

Weyerhaeuser's  competitors,  more- 
over, tend  to  be  more  diversified  as 
far  as  end  customers  are  concerned. 
Nearly  40%  of  Weyerhaeuser's  earn- 
ings are  dependent  on  the  highly 
cyclical  housing  industry.  Another 
35%  is  dependent  on  the  export  mar- 
ket. Georgia-Pacific,  by  contrast,  is 
more  heavily  into  wood-based  chemi- 
cals and  into  the  retail  lumber  mar- 
ket that  serves  remodelers  and  do-it- 
yourselfers. 

Weyerhaeuser,  of  course,  has  led 
the  industry  in  many  ways.  It  was 
first,  for  example,  to  apply  high-yield 
forestry  techniques  to  its  entire  acre- 
age. That  means  it  uses  good  farm- 
ing methods  to  help  nature  grow  more 
trees  faster.  Now  its  competitors  are 
catching  up. 

Meanwhile,  International  Paper, 
which  has  been  buying  timberlands 
recently  and  intensifying  forest  man- 
agement techniques,  is  fast  becoming 
self-sufficient  in  timber;  by  the  late 
1980s  it  should  be  running  its  mills 
and  factories  entirely  on  IP  trees.  By 
then,  because  of  the  location  of  a  new 
linerboard  plant,  Weyerhaeuser  may 
have  to  buy  timber. 

Small  But  Fast 

Finally,  while  Weyerhaeuser's  north- 
western trees  are  more  valuable  than 
southern-grown  trees,  simply  because 
they  are  bigger,  the  southern  trees 
grow  faster.  Whereas  it  now  takes  a 
northwestern  tree  45  to  50  years 
to  reach  harvesting  size,  an  Alabama 
tree  will  reach  harvesting  level  in  25 
to  30  years. 

So,  there  are  many  doubts  to  assail 
the  Weyerhaeuser  true  believers. 
Doubts  about  the  timing  and  dimen- 
sions of  a  housing  pickup,  which  is 
more  important  to  Weyerhaeuser  than 
to  many  others  in  the  industry. 
Doubts  about  the  Japanese  market 
whose  eager,  premium-priced  buying 
contributed  so  much  to  Weyerhaeus- 
er's big  profits  in  1972-73.  With  Ja- 
pan paying  in  blood  to  the  Mideast 
oil  producers,  there  is  no  assurance 
that  the  country  will  ever  again  be 
as  prosperous  as  it  was  in  the  early 
Seventies. 

Yet  investors  keep  the  faith.  "A  well 
tended  forest,"  says  another  analyst, 
"is  a  great  treasure  trove."  It  may  take 
higher  prices  and  firm  demand  to  un- 
lock the  treasure,  but  for  now  at  least 
Weyerhaeuser's  true  believers  couldn't 
care  less.  The  trees  are  there  and 
replaced  as  fast  as  they  are  cut.  This 
year's  earnings  be  damned!   ■ 


We've  made 
a  seven-year 

niche. 
And  history. 

In  the  seven  years 
we've  been  public,  we've 
grown.  From  just  28  dailies 
in  1967,  today  we're  one  of 
America's  largest  and  most 
far-flung  newspaper  families, 
with  50.  From  Vermont  to 
Guam. 

We've  grown,  too,  in 
the  kind  of  numbers  you 
understand  best.  Gross 
revenues.  Check  the  chart; 
then,  for  more  good  reading, 
send  for  our  annual  report. 
Write  Corporate  Secretary, 
Gannett  Co.,  Inc.,  Dept.  FB, 
55  Exchange  Street, 
Rochester,  New  York  14614. 
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The  Electric  Economy- 
idea  whose  time  lias 
come-again. 


iii 


At  the  turn  of  the  century, 
America  had  some  good 
ideas.  Trolleys  clanged 
their  way  through  cities, 
leaving  the  air  as  clean  as 
they  found  it. 

Electric  automobiles 
hummed  around  town 
—  leaving  the  dignity  of 
their  owners  intact.  And 
the  local  horse  population 
unperturbed. 

But  energy  of  all  types 
was  abundant.  Air  quality 
was  something  we  took  for 
granted.  Progress  often 
became  synonymous  with 
expediency.  And  good 
ideas  gave  way  to  what 
some  thought  were  better 
ideas. 

Times  have  changed. 
We  see  an  Electric 
Economy  with  a  score  of 
new  ideas  powered  by 
electricity.  Plus  some  of 
those  good  old  ideas 
coming  back. 


The  trolley  is  a  prime 
example.  Plans  for  "light 
rail  vehicle  systems"  are 
springing  up  all  across  the 
country  —  because  trolleys 
cost  a  fraction  of  a  super- 
highway or  subway.  They 
don't  pollute.  And  the 
electricity  that  powers  them 
can  be  generated  with 
relatively  plentiful  fuels  like 
coal  and  uranium. 

In  The  Southern 
Company  system,  we're 
going  to  meet  the  demands 
of  trolleys,  electric  cars  and 
trains,  and  just  about 
everything  that  moves 
electrically. 

That  means  working  with 
our  customers  to  shift 
consumption  patterns  and 
help  balance  the  system 
load.  Working  with 
engineers  and  scientists  to 
develop  new  energy 
sources  and  improve 
existing  ones  like  coal. 


And  working  on  projects 
such  as  seasonal  pricing, 
air  conditioning  cycling, 
and  more. 

It'll  take  a  lot  of  hard 
work.  But  it  means  we'll 
be  able  to  welcome  in  the 
biggest  idea  of  all  —The 
Electric  Economy. 


The  Southern  Company: 

Alabama  Power 

Company, 

Georgia  Power  Company, 

Gulf  Power  Company, 

Mississippi  Power 

Company, 

Southern  Services,  Inc. 

The 

Southern 

Company 

Perimeter  Center  East 
Atlanta,  Georgia  30346 


All  In  The 
(Wisconsin)  Family 


Parker  Pen's  takeover  of  Manpower  Inc. 
is  a  shrewd  deal. 


How's  this  for  a  sweet  deal? 

Invest  $8  million,  take  over  a  com- 
pany earning  $3.6  million,  receive  the 
thanks  of  the  former  owners  for  do- 
ing them  a  favor  and  end  up  with 
virtually  no  debt  to  your  bankers. 

It's  a  trifle  more  complex,  but  that's 
essentially  how  President  George 
Parker,  45,  and  his  Parker  Pen  Co. 
($131 -million  sales)  intend  to  acquire 
Manpower  Inc.,  the  $161-million- 
sales  temporary-help  firm. 

To  finance  the  $28-million  deal,  a 
consortium  of  banks  will  lend  some 
$20  million.  But  not  to  Parker.  The 
bulk  of  that  loan  is  being  pledged 
against  Manpower's  assets— essentially 
its  accounts  receivables. 

Isn't  that  risky  when  Manpower's 
earnings  in  its  fiscal  year  ended  June 
30  probably  dropped  to  $2  from 
$3.05?  Not  really.  Manpower  runs  the 
world's  biggest  temporary  employ- 
ment agency  out  of  leased  offices.  It's 
nearly  an  all-cash  business.  Those  re- 
ceivables are  almost  as  good  as  gold. 

But  what  is  Parker  getting  for  the 
$5  million  or  so  in  cash  and  nominal 
$3  million  in  subordinated  debentures 
it  will  have  to  put  in?  Answer:  In- 
tangibles. That  is,  the  organization 
and  virtually  all  of  Manpower's  earn- 
ings Power,  $3.6  million  in  fiscal  1975. 
In  other  words,  Parker  could  get  its 
money  back  in  only  three  years. 

Of  course,  there  still  is  that  $20- 
million  debt  against  Manpower's  re- 
ceivables, but  that  can  be  paid  off  at 
leisure.  One  way:  sell  some  of  Man- 
power's minor  assets,  such  as  its  travel 
agency,  printing  plant  and  vocational 
training  schools. 

"There  is  a  considerable  amount  of 
leverage  in  the  deal,"  says  Parker. 
"There's  no  dilution  of  Parker  stock 
and  a  high  degree  of  cash  flow." 

If  anything,  that  is  an  understate- 
ment. Parker  won't  even  have  to  suffer 
while  the  debt  is  being  paid  off.  It 
could  continue  collecting  part  of  Man- 
power's 88  cents  a  share  dividend— 
about  25  cents  per  Parker  share. 

Then  there  will  be  a  nice  hypo  for 
earnings.  Assuming  that  Manpower 
does  no  better  next  year  than  this,  its 
net  profit  less  the  interest  on  the  loan 
should  contribute  around  28  cents  a 
share  after  taxes  to  Parker  Pen's 
earnings,  which  came  to  $1.62  a 
share  last  fiscal  year. 

Nice  deal  for  Parker.  Nice  deal  for 


Manpower,  too.  Both,  though  public 
companies,  are  family  controlled.  The 
companies  are  neighbors:  Manpower 
is  headquartered  in  Milwaukee,  Park- 
er in  nearby  Janesville.  Manpower's 
biggest  stockholders,  the  families  of 
co-founders  Elmer  Winter,  63,  and  his 
late  law  partner  and  brother-in-law, 
Aaron  Scheinfeld,  together  own  52% 
of  the  shares.  At  Parker,  the  Parker 
family  owns  over  half  the  company. 
For  Winter  and  his  relatives,  the  deal 
enables  them  to  cash  in  their  chips  on 
a  business  they  founded  on  a  shoe- 
string 27  years  ago.  The  families  will 
walk  away  with  over  $14  million,  most 
of  it  in  cash. 

Winter,  of  course,  may  have  an  oc- 
casional twinge  over  what  might  have 
been.  He's  selling  out  for  $15  per 
share;  in  the  Sixties,  Manpower  once 
sold  above  50.  But  those  dear  days  are 
dead,  and  who's  complaining?  Those 
were  paper  values;  this  is  real  money. 

Man  In  The  Middle 

Isn't  there  a  hitch  here  for  Parker? 
Isn't  it  dangerous  to  buy  a  service 
business  when  the  aging  owner  is 
cashing  in  his  chips?  Parker  has 
thought  of  that.  Mitchell  Fromstein, 
now  chairman  of  Manpower's  execu- 
tive committee  and  longtime  friend 
of  Parker,  will  buy  20%  of  Manpower's 
equity.  Besides  being  a  director  of 
Milwaukee's  Midland  National  Bank, 
Fromstein  nans  an  advertising-public 
relations  agency  with  Manpower  as 
its  client.  Fromstein  will  run  Man- 
power for  his  old  friend.  Meanwhile 
Elmer  Winter  and  his  late  partner's 
son,  James  Scheinfeld,  executive  vice 
president,  will  stick  with  the  company 
until  1978;  after  that  they  will  re- 
ceive consulting  fees  from  Manpower 
until  1986.  So  everybody  who  is  an 
insider   is   happy. 

The  story  isn't  quite  over.  Earlier 
this  year  Parker's,  stock  surged  from 
10%  to  19.  Big  institutions  were  buy- 
ing, impressed  by  Parker's  ability  to 
raise   earnings    16%  in  a  recession. 

News  of  the  deal,  however,  sent 
Parker's  stock  tumbling,  to  13.  Who 
needs  an  embryo  conglomerate?  "Oh, 
I  expected  the  institutions  to  sell  out," 
says  Parker  blithely.  But  that's  one 
of  the  nice  things  about  tightly  con- 
trolling the  company  you  run:  You 
don't  worry  too  much  about  what  oth- 
er stockholders  may  think.   ■ 


We  write 

bottom-line 

headlines. 

To  some  2.1  million 
reader  families,  we're  their 
daily  newspaper. 

To  advertisers  in  33 
varied  markets  from  Vermont 
to  Guam,  we're  the  basic 
advertising  medium. 

To  some  6,500  share- 
holders, we're  earnings  that 
have  grown,  through  thick 
times  and  thin. 

In  the  seven  full  years 
we've  been  public,  we've 
doubled  our  revenues,  and 
added  22  newspapers  to  our 
fold.  That  makes  good 
reading.  Read  all  about  it, 
and  more,  in  our  annual 
report.  Write  Corporate 
Secretary,  Gannett  Co.,  Inc., 
Dept.  FB,  55  Exchange  Street, 
Rochester,  New  York  14614. 
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That's  Grumman's  number 

We're  getting  calls  because  our 
cities  and  local  governments  and 
hospitals  need  all  the  help  they  can 
get  Every  six  seconds,  an  American 
fire  department  answers  a  call, 
more  than  five  million  calls  a  year 
In  a  city  the  size  of  New  York,  police 
get  seven  million  calls  a  year,  am- 
bulances five.  Those  sirens  in  the 
night,  are  big  business.  Grumman's 
business. 

New  weapon  for  the  point  man. 

Up  front  in  fighting  fire  is  the 
hoseman,  grappling  with  a  canvas 
hose  that  weighs  78  lbs.  a  section, 
dry.  He  needs  to  instantly  adjust 
the  flow,  yet  the  pump  truck  is  often 
some  distance  from  the  fire. 


Grumman  responded  with  a  hose 
nozzle  that  radios  the  hoseman's 
signal  to  the  pumper  for  instant 
control. 

Other  emergency  equipment 
we've  been  making  all  along  include 
interiors  for  emergency  vehicles. 
Life-support  monitoring  systems 
for  hospitals. 

Others  are  percolating  in  the 
heads  of  Grumman  scientists.  And 
everything  we  make  you  can  buy. 
Or  lease  if  your  emergencies  are 
also  financial. 

What  Grumman  does  in  one  field 
often  helps  us  make  progress  in 
others.  Our  electronic  fire  hose 
came  out  of  our  experience  in 
building  the  Lunar  Module. 


Grumman.  Where  people 
make  the  difference. 

The  common  denominator  of 
Grumman  is  not  flight.  It  is  people 
with  a  special  ability  to  take  some- 
thing they  learn  in  one  technology 
and  apply  it  to  another.  People  with 
the  imagination  to  find  opportunity 
in  what  some  companies  would 
regard  as  a  problem. 

So  think  of  Grumman  not  as  an 
aircraft  company,  not  as  a  remark- 
ably diversified  company,  but  as 
one  where  our  people  make  the 
difference  in  everything  we  make. 

Grumman  Corporation, 
Bethpage,  New  York  11714. 

GRUMMAN 


The  number  to  call  before  an  e 
(516)  822-5150 :    iPPF  k 


emergency 


Sock  The  Landlord! 


It's  an  appealing  slogan,  but  a  dangerous  one. 


New  York  City's  rent  control  origi- 
nated during  a  crisis— World  War  II— 
that  ended  three  decades  ago.  The 
aim  was  to  keep  landlords  from  goug- 
ing people  during  a  temporary  hous- 
ing shortage. 

This  crisis  action,  long  since  hav- 
ing outlived  its  crisis,  is  threatening  to 
turn  into  a  national  blight.  Beginning 
with  the  passage  of  state  rent  con- 
trol enabling  acts  in  Maryland  and 
Massachusetts  in  1970,  controls  have 
been  enacted  in  Berkeley,  Calif.; 
Fairbanks,  Alaska;  Miami  Beach  and 
in  dozens  of  New  York  City  bedroom 
towns  in  New  Jersey,  Connecticut, 
Long  Island  and  Westchester  County. 

Rent  control  proposals  are  up  for 
debate— usually  heated— in  many  oth- 
er cities  as  well;  Minneapolis  and 
Philadelphia  are  two.  "The  only  things 
that  rival  the  emotion  of  rent  con- 
trol," says  David  Taylor,  managing 
director  of  Boston's  Rental  Housing 
Association,  "are  busing  and  gun 
control." 

That  rent  control  deters  construc- 
tion of  new  rental  dwellings  is  no 
longer  open  to  question.  Almost  to  a 
man,  mortgage  bankers  shy  away 
from  lending  on  rent-controlled  struc- 
tures. Says  Edmund  Cronin  Jr.,  presi- 
dent of  the  Mortgage  Bankers  of 
Metropolitan  Washington:  "Rent  con- 
trol doesn't  provide  for  the  long-term 
viability  of  a  project,  because  con- 
trols go  into  effect  before  the  develop- 


er or  lender  knows  what  the  overall 
operating  expenses  will  be." 

Even  some  rent  control  commission- 
ers grant  that  controls  only  aggravate 
the  existing  shortage:  Why,  for  ex- 
ample, should  anyone  risk  financing 
the  construction  of  rental  apartments 
in  Washington,  D.C.  when  rent  raises 
are  allowed  only  if  the  return  on  the 
property  falls  below  8%?  "You  can  go 
to  the  bank  and  pick  up  a  certificate 
of  deposit,"  concedes  D.C.  Rent  Com- 
missioner Archie  Morris  III,  "draw 
7.9%  and  go  fishing." 

In  rent-controlled  areas,  builders 
shun  investing  in  new  rental  housing 
in  favor  of  condominiums— which  one 
housing  expert  defined  cynically  as  "a 
means  to  provide  less  housing  for 
more  money."  Construction  of  con- 
dominiums is  up  sharply  in  Boston 
and  the  District  of  Columbia,  for  ex- 
ample, while  the  building  of  new  rent- 
al units  is  down  almost  to  zero.  This 
does  provide  new  housing,  but  it 
tends  to  squeeze  out  the  people  rent 
control  is  supposed  to  help— the  poor 
and  those  without  down  payments. 

Where  possible,  owners  of  rental 
housing  have  also  sought  to  convert 
them  to  condominiums;  but  this  can 
have  unexpected  consequences.  "Just 
to  show  you  what  happens  once  you 
start  down  that  road,"  says  Irving 
Kriegsfeld,  president  of  Washington, 
D.C.'s  Management  Partnership  and 
former     director     of     the     Cleveland 


Why  Not  Blame  OPEC?  As  fuel  costs  drive  up  operating  expenses  for  rental 
housing  (more  than  50%  since  1970)  tenants  and  landlords  clash.  The  war  of 
picket  signs  rages  while  Philadelphia's  city  council  debates  rent  controls. 


We've  made 
a  good 
return  on 
your  reading. 

Our  newspapers  have 
grown  in  the  kind  of  numbers 
shareholders  understand  best. 

In  return  on  equity,  we've 
exceeded  14%.  In  revenues, 
we're  double;  in  net  income 
and  net  per  share  we're 
nearly  triple  our  1967  figures. 

Fact  is,  in  just  seven  full 
years  of  public  accountability, 
Gannett  has  grown  from  28 
dailies  to  50.  From  New 
England  to  Guam.  Along  the 
way,  we've  helped  to  demon- 
strate the  business  strength 
of  one  of  America's  oldest  in- 
stitutions—its free  press. 

Like  to  learn  more? 
There's  more  good  reading 
in  our  annual  report.  For 
your  copy,  write  Corporate 
Secretary,  Gannett  Company, 
Inc.,  Dept.  FB,  55  Exchange 
Street,  Rochester,  N.Y.  14614. 


Return 

on  shareholders'  equity 

15% 

14% 

/ 

13% 

12% 

11% 

10% 
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If  your  bank  is  trumpeting 
their  new  office  in  Paris  . . . 
or  Hamburg  ...  or  Madrid 
they  have  made  our  point 

Is  central  America  asK*-* 
foreign  to  your  banker? 

^^  provide  banking  services  in 

an  area  it  does  it  better  if 
it's  in  the  thick  of  things. 

This  is  also  true  in 
central  America.  Those  18 
states  that  we're  in  the 
thick  of.  Why  use  banks  in 
New  York,  or  Chicago,  or 
Dallas,  or  Atlanta,  when 


you  can  get  all  you  need 
from  one  source? 

We're  nearly  a  $2  billion 
organization.  Anything  the 
faraway  money  center 
banks  can  do,  we  can  do. 
The  full  range  of  business 
service.  Loans.  Cash  man- 
agement. Pension  and 
profit-sharing  management. 
International  services,  or 
any  other  corporate  bank- 
ing function.  Always  with 
equal  efficiency,  sometimes 
greater. 

If  you're  used  to  crisp, 
professional  bankers  we'll 
get  along  just  fine.  And 
here  in  central  America, 
we're  natives,  not  tourists. 

Call  James  A.  Kinney. 
901-523-4115. 


FIRST  TENNESSEE 
NATIONAL  CORPORATION 


4    The  banks  of  central  America 


Did  this  landlord  go  fishing? 


Housing  Authority,  "now  that  conver- 
sion has  been  blocked  in  D.C.,  own- 
ers are  beginning  to  demolish  prop- 
erties. So  the  city  council  recently  in- 
troduced a  demolition  control  bill." 

But  such  laws  cannot  prevent  own- 
ers, as  a  last  resort,  from  withhold- 
ing tax  payments  and  abandoning 
property.  Real  estate  tax  delinquen- 
cies in  New  York  City  are  estimated 
at  $220  million  for  fiscal  1974-75, 
while  building  abandonments,  now 
running  35,000  dwelling  units  a  year, 
eat  away  at  the  tax  base. 

The  reaction  of  the  courts  and 
the  law  has  ranged  from  myopic  to 
discreetly  political.  The  Supreme 
Court  has  refused  to  hear  any  rent- 
control  challenges,  though  to  any 
practical  eye  rent  control  involves  tak- 
ing part  of  a  landlord's  property  with- 
out compensation.  State  courts  have 
often  upheld  rent-control  statutes, 
while  city  courts  have  almost  always 
swum  with  the  political  tide.  Boston's 
City  Housing  Court,  for  example,  re- 
cently frustrated  a  Federal  Housing 
Administration  order  that  its  subsi- 
dized properties  should  be  exempted. 

The  urban  theorists  grasp  the  im- 
plications even  if  the  public,  the  pol- 
iticians and  the  courts  will  not.  "The 
tenant  now  has  part  title,"  says 
George  Sternlieb,  director  of  Rutgers 
University's  Center  for  Urban  Policy 
Research.  So  landlords  are  paying  ten- 
ants as  much  as  $10,000  for  posses- 
sion of  a  renf-controlled  apartment  in 
New  York  City. 

Listen  to  Professor  Beau  James 
Brincefield  of  American  University's 
business  school:  "Rent  control  is  to- 
tally altering  the  concept  of  real  es- 
tate as  we  have  known  it  in  the  U.S. 
.  .  .  The  real  reason  and  effect  of  rent 


control  today  is  to  provide  subsidized 
housing  for  persons  who  cannot  afford 
to  pay  what  would  otherwise  be 
market  rents.  Rent  control  is  creating 
a  new  industry  akin  to  utilities  or  any 
other  monopoly  in  which  the  local 
government  says  here  is  an  essential 
commodity  that   must   be   supplied." 

Putting  it  more  bluntly,  rent  con- 
trol decrees  that  the  owners  of  rental 
property  must  subsidize  their  tenants. 
It  is  a  way  of  saying  that  providing 
reasonably  priced  housing  is  a  duty 
of  the  local  government,  but  since  the 
local  government  dare  not  tax  its 
citizens  for  that  purpose,  the  unfor- 
tunate landlords  will  have  to  do  the 
subsidizing.  Nor  are  those  who  get 
the  "subsidy"  necessarily  needy.  Rent 
control  helps  the  well-to-do  tenant  as 
well  as  the  poorer  one. 

The  appearance  of  rent  control  in 
the  wealthy  suburbs  reflects  yet  an- 
other disquieting  phenomenon:  mid- 
dle- and  upper-income  voters  using 
their  substantial  resources  to  win  spe- 
cial economic  advantage. 

Trouble  Ahead 

The  spread  of  rent  control  from 
city  to  suburb  has  also  brought  politi- 
cal dangers.  It  has  brought  a  rash 
of  "tenant"  candidates  for  local  of- 
fices in  the  suburban  areas  around 
New  York.  In  1972  in  Fort  Lee, 
N.J. —just  across  the  river  from  up- 
per Manhattan— they  captured  con- 
trol of  the  municipal  government  and 
soon  had  the  most  stringent  rent-con- 
trol statutes  in  the  nation.  The  land- 
lord complaint  that  rent  control 
would  cut  down  on  construction  and 
exacerbate  the  housing  shortage  mere- 
ly breeds  support  for  the  trend:  Many 
suburbanites  would,  if  anything,  pre- 
fer that  no  new  construction  come  to 
their  areas,  bringing  with  it  "over- 
crowding," higher  school  taxes  and 
"undesirables."  In  short,  what  started 
as  a  help-the-poor  movement  becomes 
a  keep-out-the-masses  movement. 

Legal  expert  Brincefield  goes  on  to 
say:  "We  are  in  a  transition  from 
property  being  viewed  as  a  com- 
modity to  property  being  viewed  as  a 
social  resource  that  must  be  com- 
mitted to  the  best  interests  of  society." 
However  commendable  such  a  change 
might  be  from  a  humanitarian  point 
of  view,  it  is  clearly  in  conflict  at 
many  points  with  the  U.S.  Constitu- 
tion, which  guarantees  citizens 
against  the  confiscation  of  their  prop- 
erty. Those  who  cynically  favor  rent 
control  as  a  way  to  hold  down  their 
own  housing  costs  or  as  a  means  of 
keeping  their  communities  small 
would  do  well  to  ponder  the  implica- 
tions. Where  is  the  line  between  semi- 
socialized  housing  and  semisocialized 
everything?  ■ 


We're  good 
reading  by 

the  millions. 

And  by  the 
share. 

In  seven  short  years 
of  public  accountability, 
we've  become  known  for 
more  than  good  newspapers. 
Through  thick  times  and  thin, 
we've  helped  prove  the 
inherent  business  strength  of 
one  of  America's  oldest 
institutions.  The  free  press. 

To  the  three  publics 
we  serve,  the  readers  on  Elm 
Street,  the  retailers  on  Main, 
and  shareholders  across 
America,  we're  good  reading. 
See  for  yourself  in  our  annual 
report.  Write  Corporate 
Secretary,  Gannett  Co.,  Inc., 
Dept.  FB,  55  Exchange  Street, 
Rochester,  New  York  14614. 


$1.60 


1.40 


1.20 


1.00 


net  income  per  share 


.80 


.60 
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Faces  Behind  the  Figures 


Local  Customs 

Congressmen  profess  indignation 
these  days  at  the  discovery  that  U.S. 
corporations  like  Northrop  have  been 
paying  agents  like  Adnan  Khashoggi 
fat  fees  for  the  privilege  of  doing  busi- 
ness in  the  Arab  world.  Richard  Wil- 
liamson, senior  vice  president  at  New- 
York's  Donaldson,  Lufkin  &  Jenrette, 
is  even  more  indignant  at  all  those 
congressmen.  "That's  a  lot  of  political 
garbage,"  he  says.  "This  kind  of  thing 
has  been  going  on  around  the  world 
for  generations." 

Williamson  is  a  South  Carolinian 
who  by  now  ranks  as  something  of  an 
old  Arab  hand.  After  ten  years  with 
Merrill  Lynch,  Williamson  spent  five 
years  with  the  World  Bank  and  then, 
6M  years  ago,  went  to  the  Middle 
East  as  investment  adviser  to  the  new- 
ly formed  Kuwait  Investment  Co.,  a 
company  50%  owned  by  the  Kuwait 
government.  Williamson  subsequently 
channeled  KIC  funds  into  everything 
from  international  shipping  to  U.S. 
real  estate  (the  Atlanta  Hilton,  Kia- 
wah  Island).  Last  January  he  de- 
cided he  had  done  enough  and  came 
back  to  the  U.S.  again. 

Why  is  he  so  outraged  at  congres- 
sional moralizing?  Because  he  thinks 
it  is  simply  ill-informed.  "In  the  Arab 


States,"  Williamson  says,  "the  law 
prohibits  any  foreign  company  from 
trading  or  doing  business  with  the 
private  sector  unless  they  have  a  lo- 
cal agent,  and  should  the  company 
pull  out,  their  local  agent  is  financial- 
ly responsible  in  the  courts  of  law  for 
any  alleged  damages  or  anything  else 
that  that  foreign  company  does.  I 
mean,  Caterpillar  Tractor  goes  into 
Kuwait  and  sells  goods,  and  Moham- 
ed  Abdul  Rahman  Bahar  is  their 
agent.  If  Caterpillar  failed  to  live  up 
to  its  commitments,  the  Kuwaitis  have 
a  legal  right  to  go  to  him  and  squeeze 
it  out  of  his  hide." 

By  American  standards,  says  Wil- 
liamson, these  men  may  be  "fixers," 
but  by  local  standards  they  may  be 
a  good  deal  more.  "One  of  the  U.S. 
firms  has  a  local  agent  in  Kuwait," 
says  Williamson.  "They  are  paying 
3%  of  their  gross  revenue  to  the  secre- 
tary to  the  cabinet.  That's  a  matter 
of  public  record  in  Kuwait.  This  guy 
is  financially  liable  for  anything  the 
firm  in  question  does  in  Kuwait. 

"If  the  firm  closes  that  Kuwait 
office,  moves  out  and  refuses  to  ac- 
cept service  on  a  suit  in  Kuwait,  the 
agent  is  a  stand-in,  and  his  pocket 
is  wide  open.  So  why  shouldn't  he  get 
a  fee?  After  all,  that's  part  of  the  in- 
surance—the premium."  ■ 


Williamson  of  DLJ 


The  Founding  Funder 


Not  Staivley  Goldblum  but  Gordon 
C.  McCormick,  61,  is  the  man  who 
launched  Equity  Funding  Corp.  on  an 
unsuspecting  world.  Of  Goldblum,  he 
now  says:  "When  you're  recruiting  a 
sales  force  you  run  an  ad  in  the  pa- 
per. I  hired  Goldblum  like  that.  He 
was  a  bright  guy." 

Too   bright  for   McCormick,   as   it 
turned  out.  Two  years  later,  in  1960, 
Goldblum  and  his  friends  pushed  Mc- 
Cormick out  the  door,  paying  him  a 
paltry  $60,000.   The  basic  idea  had 
been  McCormick's:  Buy  mutual  funds 
and  use  them  as  collateral  to  pay  pre- 
miums on  life  insurance.  That  kind  of 
scheme  had  great  ap- 
peal   to    customers    in 
those       roaring       bull- 
market     days     and     it 
brought    in    plenty    of 
commissions.     But    ap- 
parently  it   was   Gold- 
blum's    idea   to    make 
improvements    on    the 
scheme      with      phony 
bookkeeping.         "Even 
when  he  was  working 

Entrepreneur  McCormick 


for  me,"  says  McCormick,  "Goldblum 
would  file  phony  insurance  applica- 
tions to  get  the  agency  advance." 

In  the  end,  McCormick  came  out 
better  than  Goldblum  did.  He  got 
rich  by  developing  new  insurance 
ideas  for  CNA  Financial  and  Wad- 
dell  &  Reed.  He  used  his  capital  to 
start  and  to  buy  small  insurance  com- 
panies and  banks  and  work  them  a 
while  before  selling  out  at  a  profit. 

Comfortably  off  with  the  money  he 
has  made,  McCormick  is  free  to  in- 
dulge such  hobbies  as  running  the 
"piggy  bank,"  in  Granite  Falls,  Wash, 
(population:  740).  He  acquired  it  in 
1974  in  a  loan  default,  bailed  out  the 
money-losing  bank  (assets:  $2  mil- 
lion) and  sold  it  earlier  this  year. 

If  he  could  swing  the  deal,  Mc- 
Cormick would  love  to  buy  the  pres- 
tigious Ahmanson  Bank  that  H.F. 
Ahmanson  &  Co.  has  up  for  sale  for 
$6  million. 

As  for  missing  the  gravy  train  on 
Equity,  McCormick  says:  "Wondei 
ing  every  day  when  a  Ray  Dirks 
would  arrive  and  we'd  all  go  to  jail? 
There's  no  Rolls-Royce  comfortable 
enough  for  me  to  live   that  life."  ■ 
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WHY  WE'RE  HELPING 

OUR  TOUGHEST  COMPETITORS 

FMD  GAS  IN  THE  ARCTIC. 


The  Canadian  Arctic's  Sverdrup  Basin  may 
be  one  of  the  last  frontiers  for  a  bountiful  supply  of 
conventional  natural  gas. 

Canadian  government  geological  surveys 
estimate  that  as  much  as  198  trillion  cubic  feet  of  gas 
lies  hidden  under  the  Basin's  icy  cover. 

Enough  to  fuel  Canada  for  the  next  137  years 
at  today's  consumption. 

POTENTIAL  AND  PROBLEMS 

In  spite  of  this  tremendous  potential,  there 
are  problems. 

The  harsh  environment  and  rising  explo- 
ration and  production  costs  have  led  many  oil 
companies  to  question  the  value  of  their  investment 
in  the  Basin. 

A  COOPERATIVE  EFFORT 

To  help  solve  the  problems,  we  proposed 
a  timesaving  plan  calling  for  a  cooperative  seismic 
reconnaissance  survey  of  the  Basin's  38  million 
offshore  acres. 

Nine  companies  now  in  the  Basin  liked  our 
plan  and  formed  a  group  to  carry  it  out. 

They  made  us  operator. 


SHORTENING  THE  SEARCH 

We  expect  to  complete  the  survey  in  three 
years  at  an  estimated  cost  of  $42  million. 

Although  it's  the  costliest  seismic  project 
ever  conducted,  it's  a  relatively  small  price  to  pay  con- 
sidering that  it  would  cost  each  company  $42  million 
to  do  a  comparable  survey  of  its  own. 

More  importantly,  it  cuts  years  off  the 
search  for  gas  and  promises  to  attract  other  oil  and 
gas  companies  to  the  Basin. 

EVERYBODY'S  A  WINNER 

Working  together,  we  should  be  able  to 
realize  the  Basin's  full  potential. 

The  time  and  money  our  plan  saves  could 
enable  us,  as  well  as  our  competitors,  to  start 
producing  natural  gas  and  turn  a  profit  on  our  invest- 
ment much  sooner  than  we  could  without  the  plan. 

Granted,  our  20%  share  of  the  Basin's 
acreage  means  we've  got  a  lot  to  gain  by  helping  our 
competitors. 

But  the  quicker  and  cheaper  it  is  to  find 
energy,  the  better  it'll  be  for  all  of  us. 

You'll  be  hearing  from  us.  Soon. 


FOLLOW  THE  SUN  B 

Sun  Oil  Company,  St.  Davids,  Pennsylvania 


Faces  Behind  the  Figures 


Broke  Is  A  Relative  Matter 


Down-at-the-heels  du  Pont  family 
members  are  nothing  new.  There  was 
Pierre  III,  who  dropped  something 
like  $10  million  a  few  years  ago  back- 
ing Sam  Bronston  movies  in  Spain. 
Or  any  number  of  family  nawabs  who 
plunked  a  million  or  two  into  the 
wishing  well  that  was  the  brokerage 
house  of  Francis  I.  du  Pont  before 
surrendering  control  to  Ross  Perot.  To 
say  nothing  of  Lammot  (Motsey)  du 
Pont  Copeland  Jr.,  whose  bankruptcy 
started  at  around  $30  million. 

Now  comes  Henry  E.I.  du  Pont 
who,  creditors  charged  in  a  Delaware 
court  last  month,  was  not  paying  his 
bills  because  he  can't— because  he's  in- 
solvent. If  it  were  true,  it  would  be 
no  mean  feat.  Du  Pont  inherited  $48.5 
million  just  ten  years  ago  when  his 
father  died.  In  any  event,  most  of  it 
is  gone. 

Where  did  it  go?  Partly,  the  usual. 
Houses  in  Wilmington  and  Florida,  a 
1,700-acre  farm  in  Maryland.  Three 
marriages,  two  of  them  expensive: 
The  first  was  a  bargain,  since  it  end- 
ed before  he  came  into  his  cash.  Cer- 
tain eccentricities:  He  dropped  his 
father's  name  William  two  years  ago 


in  favor  of  Henry  E.I.  du  Pont,  the 
founder  of  the  fortune  he  was  spend- 
ing. And  a  commendable,  if  extrava- 
gant, taste  for  charity  that  he  shares 
with  his  current  wife,  an  irrepressible 
woman  named  Muffin.  She  scandal-  < 
ized  the  chateau  country  neighbor- 
hood when  she  bought  a  fine  old 
country  house  and  converted  it  into  a 
home  for  wayward  children. 

But  mostly,  Henry  had  an  un-du- 
Pont-like  appetite  for  work.  He  poured 
untold  millions  into  a  pair  of  compa- 
nies, one  a  computer  services  out- 
fit, the  other— a  good  idea  whose  time 
simply  hasn't  come— a  stolen  securities 
bureau  (Forbes,  Sept.  15,  1973). 
The  Delaware  suit  is  being  settled; 
and  du  Pont  plans  a  countersuit. 

So  now  what?  Are  Delaware  shop- 
keepers nervously  closing  down  his 
charge  accounts?  Must  he  resume  the 
work  with  which  he  earned  his  living 
before  his  inheritance:  district  man- 
ager for  Sperry  Rand's  Univac? 

Not  very  likely.  Cousin  Motsey  had 
unbreakable  spendthrift  trusts  that  as- 
sured a  posh  living  beyond  creditors' 
reach.  But  Henry  has  something  even 
better:  Aunt  Marion. 


Henry  E.I.  du  Pont 

Marion  du  Pont  Somerville  Scott, 
who  rides  helicopters  around  cha- 
teau country  even  though  in  her  80s, 
enjoys  a  life-time  interest  in  40%  of 
her  father's  estate.  (A  one-fifth  of  the 
other  60%  is  what  provided  Henry 
with  his  $48.5  million.)  When  she 
dies,  he'll  come  into  another  20%  of 
his  grandfather's  will— perhaps  as 
much  as  $35  million. 

For  du  Pont  relatives,  down-at-the- 
heels  is  a  relative  thing.  ■ 


Open-Heart  Surgery 

Charles  Fraser  fondly  remembers 
the  early  Seventies :  "Everybody  want- 
ed to  lend  us  money.  All  those  brand- 
new  real  estate  investment  trusts 
flocked  down  here  to  compete  for  our 
business.  Put  yourself  in  the  shoes  of 
a  young,  eager  management." 

Fraser's  Sea  Pines  Co.,  with  $60- 
million  annual  revenues,  looked  like 
the  best  risk  around.  Its  resort  busi- 
ness sported  a  12-year  track  record 
and  a  reputation  for  selling  quality 
property  to  high-income  buyers  who 
laughed  at  recessions.  "We  used  to 
borrow  just  from  insurance  compa- 
nies," he  says,  "but  they  wanted  ev- 
er) thing  spelled  out.  All  of  a  sudden 
we  could  get  a  floating  REIT  loan 
in  six  weeks  while  it  took  18  months 
of  work  to  get  a  fixed  loan  from  an 
insurance  company." 

Result:  With  all  that  easy  money 
pressed  upon  it,  Sea  Pines  expanded 
from  its  highly  successful  Hilton  Head, 
S.C.  base  to  eight  other  properties. 
Long-term  debt  ballooned  to  $300 
million  on  a  maximum  equity  base  of 
just  $18  million.  "In  February  of 
1974  our  computers  predicted  $8  mil- 
lion in  pretax  income.  Three  months 
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later,  Dr.  [Arthur]  Burns  had  kicked 
up  interest  rates  and  we  were  expect- 
ing a  $9-million  loss." 

Sea  Pines  has  lost  $27  million  in 
the  past  15  months  and  now  has  a 
negative  net  worth  of  $9  million.  All 
that  debt?  "To  explain  what  we're 
paying  and  what  we're  not  paying 
would  take  15  pages,"  says  Fraser. 

Now,  as  Sea  Pines  struggles  for  its 
life,  Fraser  spends  a  lot  of  time  with 
his  25  creditors.  He's  looking  for  a 
moneybags  investor  to  help  the  com- 
pany hold  onto  its  still-valuable  land. 
There's  a  note  of  dubious  optimism. 
"Because  we're  so  big  in  their  port- 
folios, every  institution  has  a  first- 
string  guy  working  with  us,"  Fraser 
explains.  "Nobody  wants  to  pull 
out  and  blow  up  the  whole  thing." 
Often,  however,  those  work-out 
meetings  aren't  pleasant.  "Lenders  call 
each  other  names  you  wouldn't  be 
lieve.  When  things  get  really 
rough  around  here,  I  say,    l! 

there's  open-heart 
surgery  going  on 
here.  Von  guys  quit 
fighting  with  the 
a  scalpel.'  "  ■ 

Borrower  Fraser 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 


NEW  ISSUES 


Pfizer  Inc. 


$100,000,000 
9%%  Sinking  Fund  Debentures  Due  2000 

Price  99.50% 


$100,000,000 

&%%  Notes  Due  1985 

Price  100% 


Copies  of  the  Prospectus  may  be  obtained  in  any  state  in  which  this  an- 
nouncement is  circulated  only  from  such  of  the  underwriters  as  may  legally 
offer  these  securities  in  compliance  with  the  securities  laws  of  such  State. 


Lazard  Freres  &  Co. 
Morgan  Stanley  &  Co.  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Salomon  Brothers 

Incorporated  Incorporated 

Smith,  Barney  &  Co.  Blyth  Eastman  Dillon  &  Co.  Dillon,  Read  &  Co.  Inc. 

Incorporated  Incorporated 

Drexel  Burnham  &  Co.  Halsey,  Stuart  &  Co.  Inc.  Hornblower  &  Weeks-Hemphill,  Noyes 

Incorporated  Affiliate  of  Bache  &  Co.  Incorporated  Incorporated 

E.  F.  Hntton  &  Company  Inc.        Kidder,  Peabody  &  Co.        Kuhn,  Loeb  &  Co.        Lehman  Brothers 

•  Incorporated  Incorporated 

Loeb,  Rhoades  &  Co.  Paine,  Webber,  Jackson  &  Curtis  Reynolds  Securities  Inc. 

Incorporated 

Wertheim  &  Co.,  Inc.  White,  Weld  &  Co.  Dean  Witter  &  Co.  Bear,  Stearns  &  Co. 

Incorporated  Incorporated 

F.  Eberstadt  &  Co.,  Inc.  Shearson  Hayden  Stone  Inc.  Warburg  Paribas  Becker  Inc. 
L.  F.  Rothschild  &  Co.                           Shields  Model  Roland  Securities  Weeden  &  Co. 

Incorporated  Incorporated 

ABD  Securities  Corporation  Basle  Securities  Corporation  Alex.  Brown  &  Sons 

Euro  Partners  Securities  Corporation  Faulkner,  Dawkins  &  Sullivan  Robert  Fleming 

Securities  Corp.  Incorporated 

Harris,  Upham  &  Co.  Kleinwort,  Benson  Moseley,  Hallgarten  &  Estabrook  Inc. 

Incorporated  Incorporated 

New  Court  Securities  Corporation  R.  W.  Pressprich  &  Co. 

Incorporated 

SoGen-Swiss  International  Corporation  Spencer  Trask  &  Co.  Suez  American  Corporation 

Incorporated 

Thomson  &  McKinnon  Auchincloss  Kohlmeyer  Inc.  Tucker,  Anthony  &  R.  L.  Day 

UBS-DB  Corporation  C.  E.  Unterberg,  Towbin  Co. 

William  D.  Witter,  Inc.  Wood,  Struthers  &  Winthrop  Inc. 

August  20, 1975 


Faces  Behind  the  Figures 


Morris  of  Mervyn's 


Mervin  Morris'  wife  helps  him  select 
his  clothes  every  morning.  "I'm  color- 
blind," explains  the  nattily  clad  chair- 
man of  California-based  Mervyn's. 
But  even  though  he's  bad  at  choosing 
clothes,  Morris  is  very  good  at  selling 
them.  His  chain  of  stores  is  one  of  the 
fastest-growing  retail  outfits  in  the 
country. 

Morris  ("call  me  Merv")  was  born 
into  retailing.  His  father  ran  a  suc- 
cessful dry  goods  store  called  Morris' 
in  tiny  Delano,  Calif,  where  young 
Merv  planned  his  first  venture:  a  fam- 


Mervyn's  lUagyc 

ily  shoe  store.  After  a  sign-painter's 
error,  it  was  dubbed  Mervyn's,  and, 
although  the  store  never  opened,  the 
name  stuck.  (It  looked  better— rath- 
er like  calling  your  dog  Phydeaux 
instead  of  Fido. ) 

In  1949  Morris  invested  $25,000 
and  opened  his  first  Mervyn's,  a  2,800- 
square-foot  clothing  store  in  San  Lo- 
renzo, Calif.  His  first-year  sales  were 
$100,000.  Last  year  the  24-store 
chain  grossed  $134  million.  Earnings 
have  increased  348%  in  the  last  five 
years.  Return  on  equity  has  averaged 
23.5%  for  the  last  ten. 

Specialization  is  the  key.  Mervyn's 
sells  only  soft  goods,  primarily  clothes. 
Its  line  is  similar  to  J.C.  Penney's 
without  the  furniture  and  refrigera- 
tors. It  sells  national  brands  as  well 
as  private-label  items,  stocked  in 
depth.  The  appeal  is  value  for  money 
with  a  wide  range  of  choice.  (Point- 
of-sale  computer  terminals  in  all 
stores  churn  out  daily  sales  reports, 
flag  fast-moving  items  and  needed  in- 
ventory adjustments.)  Mervyn's  also 
distributes  a  tabloid  to  over  1.2  mil- 
lion families  near  its  stores. 

Sounds  simple.  "It  is,"  says  Morris. 


"There's  nothing  gimmicky  about  the 
operation.  But,"  he  adds,  "simplicity 
is  tough  to  duplicate." 

Morris,  who  jogs  every  morning  on 
his  backyard  track,  has  proved  he  can 
walk  as  well  as  run.  Last  year,  while 
many  of  the  national  retail  chains 
were  gagging  on  excess  merchandise, 
Mervyn's  expanded  prudently.  Inven- 
tory turnover  increased  on  a  49%  gain 
in  sales.  Commitments  for  new  stores 
were  held  to  two  openings  for  the  cur- 
rent year.  And  still  profit  margins 
improved. 

Now,  with  a  brighter  retail  busi- 
ness picture  across  the  country,  Mer- 
vyn's is  doing  even  better.  Sales  at 
comparable  stores  increased  17%  in 
the  first  quarter  and  28%  in  the  sec- 
ond quarter  ended  in  July. 

Morris,  55,  could  afford  to  retire 
and  jog  to  his  heart's  content  if  he 
wanted.  His  family's  37%  interest  in 
Mervyn's  stock  doesn't  pay  dividends, 
but  Morris  recently  cashed  in  $10 
million  worth  in  another  public  offer- 
ing. However,  like  most  founding  fa- 
thers, he  does  not  want  to  let  go  of 
his  baby. 

"This  business  is  what  gives  me 
kicks,"  he  exudes.  "There's  plenty  of 
room  for  100  Mervyn's  in  the  state."  ■ 


Whose  Ox? 

Norman  Lear,  producer  of  TV's 
money-minting  All  In  The  Family,  is 
one  of  those  "crusaders"  who  likes  to 
have  it  both  ways.  In  his  spare  time 
he  works  for  civil  libertarian  causes 
and  public  citizens'  groups.  But  when 
other  citizens'  pressure  groups  put  a 
dent  into  Lear's  private  pocketbook, 
he  bellows  like  an  unreconstructed 
rugged  individualist. 

"I'm  an  American  in  the  free  enter- 
prise system,"  he  declares  indignant- 
ly. "When  I  work  for  five  years  to 
achieve  something  and  it  is  suddenly 
cut  in  half,  or  whatever  the  cost  will 
be,  I  suffer  in  the  old-fashioned 
American  way." 

What  Lear  has  achieved  from  the 
show's  popularity  is  a  six-figure  an- 
nual income  and  a  chauffeur-driven 
Mercedes.  What  has  him  so  fired  up  is 
a  recent  change  in  the  television  in- 
dustry's ethical  code.  A  vocal  part  of 
the  public  favors  a  strict  definition  of 
what  is  fit  for  the  family  to  view.  To 
satisfy  this  legitimate,  if  extreme  pres- 
sure group,  the  National  Association 
of  Broadcasters  has  mandated  that 
two  hours  of  prime-time  television 
viewing  each  evening  be  kept  free  of 


sex  and  four-letter  words  and  violence. 

There's  the  rub.  In  Family,  Archie 
Bunker  sometimes  says  "hell"  or 
"damn"  and  sex  is  allowed  to  raise  its 
head,  if  timidly.  So  CBS  has  moved 
Family  from  the  sanitized  7  p.m.  to 
9  p.m.  zone  into  a  later  slot.  That 
doesn't  hurt  Norman  Lear's  network 
income,  but  it  does  hurt  his  chances 
of  syndicating  re-runs  at  the  top 
prices  he  has  come  to  expect. 

The  independent  stations  who  buy 
the  re-runs  can  pay  top  prices  only 
if  they  can  air  a  program  at  prime 
time.  Since  network  showings  normal- 
ly only  recover  costs,  producers  look 
to  re-runs  for  their  gravy.  With  Fam- 
ily ineligible  for  much  of  prime  time, 
Lear's  estimated  $4  million  in  syndi- 
cation profit  could  nose-dive.  Lear  is 
so  outraged  that  he  is  threatening  law- 
suits against  the  networks,  the  Fed- 
eral Communications  Commission 
(which  pressed  for  the  change)  and 
the  NAB. 

But  don't  people  who  feel  strongly 
about  sex  and  strong  language  on  TV 
have  rights,  too? 

Lear  shakes  his  head.  "It  doesn't 
seem  American,"  he  declares,  insist- 
ing that  what  worries  him  is  not  the 
cash  but  the  First  Amendment.  ■ 


Producer  Lear 
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The 
Manager. 

He's  making  up  for  lost  time 
in  customer  payments. 


::' 


Br 


v88Smi 


Jim  isn't  taking  the  lag  in  customer  pay- 
ments lying  down.  He's  solving  the  problem 
with  a  new  banking  system  designed  for  his 
company  by  The  Northern  Trust. 
It's  actually  5  systems  in  one: 
A  cash  forecasting  information  system 
that  pinpoints  his  dollar  needs,  day-to-day 
and  long  term. 

A  cash  gathering  system  that  shaves 


days  off  transit  and  concentrates  cash  with- 
in easy  reach. 

A  disbursing  system  that  manages  pay- 
out to  give  him  controlled  use  of  funds. 

A  reporting  system  that  gives  him  up- 
to-the-minute  information  on  money  avail- 
able for  immediate  needs  and  investments. 

And  an  investment  system  that  puts  all 
the  idle  cash  to  work  earning  interest  in  the 


short  term  money  market. 

Put  them  all  together  and  what  have 
you  got?  A  profit  center  where  there  used 
to  be  a  problem  area.  Jim  can  tell  you.  So 
can  lots  of  other  cash  managers.  To  find  out 
more,  contact  your  Northern  Trust  calling 
officer  or  Michael  R.  Zook,  Vice  President 
at:  The  Northern  Trust  Bank,  50  S.  LaSalle 
St.,  Chicago,  60690.  (312)  346-5500. 


The  NorthernTrust  Bank 

Bring  your  financial  future  to  us. 


The  Funds 


tin-Loading? 

Three  years  ago  Denver-based  Fi- 
nal Rial  Programs,  manager  of  four 
mutual  funds  that  then  had  over 
$500  million  in  assets,  disbanded  its 
1,200-man  sales  force  and  announced 
that  henceforth  its  funds  would  be 
sold  without  a  sales  commission.  FP 
w  as  the  largest  fund  group  to  make 
the  switch  from  a  load  to  no-load 
status.  Its  move  seemed  a  harbinger 
of  things  to  come. 

It  wasn't,  despite  all  the  hoopla. 
Only  a  handful  of  minifunds  followed 
suit.  Most  fundmen  still  believed  that 
funds  were  sold,  not  bought,  and  they 
stuck  by  their  troubled  broker-dealer 
networks. 

The  extraordinary  success  of  the 
short-term  money  market  funds,  how- 
ever, is  softening  that  attitude.  They 
showed  that  there  were  indeed  tens  of 
thousands  of  investors  sophisticated 
enough  to  buy  funds  without  a  sales- 
man's blandishments,  and  the  point 
hasn't  been  lost  on  the  big  funds. 

This  July,  for  instance,  big  Drey- 
fus Corp.  (fund  assets:  $3  billion) 
switched  its  Special  Income  Fund 
($50  million)  to  no-load.  "The  reason 
for  our  switch  was  competitive  pres- 
sure as  much  as  anything  else,"  says 


Dreyfus  President  Jerome  Hardy.  "In- 
come funds  are  in  considerable  de- 
mand, and  the  sales  load  makes  the 
yield  less  attractive  unless  the  invest- 
ing is  very  long  term. 

"The  sales  of  Special  Income  have 
improved  quite  markedly,"  notes 
Hardy  with  satisfaction. 

Another  switch-hitter  is  Fidelity 
Management  &  Research  (fund  assets: 
$3.8  billion).  Like  Dreyfus,  Fidelity 
was  astonished  at  the  success  of  its 
money  market  fund  (Dreyfus'  gar- 
nered over  $900  million  within  a  year; 
Fidelity's,  over  $700  million).  This 
summer  Fidelity  launched  the  Fidel- 
ity Thrift  Trust,  an  income  fund 
whose  bonds  will  have  an  average  ma- 
turity of  no  more  than  seven  years. 
FTT  has  no  sales  charge.  "We've  got- 
ten in  over  $15  million  so  far,"  says 
Fidelity  Management  President  Wil- 
liam Byrnes. 

Even  Investors  Diversified  Services 
($5.1  billion)  with  its  huge,  aggres- 
sive sales  force  has  felt  the  pressure. 
It  recently  started  a  bond  fund  with 
a  sales  charge  of  only  3.5^  instead 
of  its  normal  1%  to  8%. 

Dreyfus'  Hardy  denies  that  Dreyfus 
is  planning  any  changes  in  the  sales 
status  of  its  other  funds,  especially 
its     long-beleaguered     flagship,     the 


Dreyfus  Fund  ($1.4  billion).  "Income 
funds  are  more  amenable  to  the  no- 
load  approach,"  says  Hardy.  "The 
funds  that  are  tied  to  the  equity 
markets  frequendy  require  a  different 
kind  of  selling  effort." 

Fidelity,  though,  hasn't  stopped 
*  with  income  funds.  Its  small  equity- 
oriented  Contrafund  ($25  million) 
had  been  lagging  in  new  sales  even 
though  its  performance  ranking  has 
been  excellent:  B-A  for  performance 
in  up  and  down  markets  in  the  latest 
Forbes  Mutual  Fund  Survey  (Aug. 
15).  Fidelity  now  sells  the  fund  as 
a  no-load. 

And  how  are  brokers  feeling  about 
all  of  this?  "They've  recognized  that 
the  money  market  funds  won't  work 
except  as  a  no-load  vehicle,"  says 
Hardy.  "Our  switching  the  Special  In- 
come Fund  to  no-load  was  an  event 
that  passed  with  scarcely  a  ripple. 
Brokers  weren't  selling  much  of  it 
anyway.  Certainly  at  this  time,  we 
have  no  thoughts  of  bypassing  broker- 
dealers  in  the  equity  area."  Fidelity, 
too,  says  that  its  large  funds  will  con- 
tinue to  charge  loads. 

Clearly,  there's  no  stampede  to- 
ward the  no-load  principal,  but  the 
slow,  steady  drift  is  significant  and 
likelv  to  continue. 


David  Babson,  63,  graduated  from 
Harvard  the  week  in  1932  when  the 
DJI  hit  41,  went  to  work  for  cousin 
Roger  Babson's  investment  sen/ice. 


Better  Buy  Bonds 


David  L.  Babson,  63,  is  one  of  the 
real  pioneers  of  growth  stock  invest- 
ing. Ranking  in  the  lore  with  men  like 
T.  Rowe  Price,  Babson,  too,  has 
played  the  game  well.  His  Babson 
Fund  scored  an  excellent  B  rating  in 
up  and  down  markets  in  Forbes  lat- 
est Mutual  Fund  Survey  (Aug.  15), 
and  it  was  one  of  only  four  to  make 
the  Forbes  Honor  Roll  in  1973  and 
1975  (no  fund  made  it  in  1974) . 

Basically,  Babson  played  the  game 
cautiously,  sticking  to  proven  compa- 
nies rather  than  reaching  for  "emerg- 
ing" stocks  like  Levitz  Furniture. 

Babson's  theory  was  that,  long 
range,  inflation  was  out  of  control  and 
unlikely  to  come  under  control. 
Growth  stocks,  since  their  earnings 
and  assets  could  be  counted  on  to 
grow,  were  the  best  hedge  against  a 
dollar  that  was  sure  to  shrink. 

But  recently  there  has  been  a  sub- 
tle shift  in  Babson's  policy.  In  1971 
Babson  set  up  a  bond  department  and 
in  1972  took  over  management  of  a 


bond  fund.  Today,  $700  million  of  the 
$2.8  billion  under  Babson  manage- 
ment is  invested  in  bonds. 

The  significance  of  the  move  is  this: 
Conventionally,  growth  stock  believers 
despised  bonds;  growth  stocks,  by  def- 
inition, could  keep  up  with  infla- 
tion. Bonds,  by  definition,  couldn't. 
Why  has  Babson  changed?  The  an- 
swer can  only  be  that  with  bonds 
yielding  9%,  and  with  fewer  compa- 
nies qualifying  as  true  growth  stocks, 
bonds  are  a  reasonable  alternative 
even  in  a  time  of  stubborn  inflation. 

"We  now  have  a  rule  of  thumb," 
says  Nicholas  S.  Safford,  Babson's 
right-hand  man,  "that  an  investor 
should  have  one-third  of  his  money  in 
income  securities  and  only  two-thirds 
in  equities." 

It's  an  interesting  shift,  because 
only  a  few  years  ago  the  mass  of  mon- 
ey managers  were  systematically  shift- 
ing out  of  bonds  and  into  stocks.  Hah 
son,  as  usual,  was  a  bit  ahead  of  the 
pack  in  moving  back  toward  bonds. 

Men  like  Babson  don't  do  things  by 
extremes.  Stocks— growth  stocks,  thai 
is— remain  his  favorites.  But  he  no 
longer  despises  bonds.   ■ 
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This  announcement  is  not  an  offer  to  sell  or  a  solicitation  of  an  offer  to  buy  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 


New  Issue 


$50,000,000 

The  Western  Union  Telegraph  Company 

12%%  Notes  due  September  1, 1981 


western  union 


Price  100% 

and  accrued  interest 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  only  from  such  of  the 
undersigned  and  others  as  may  legally  offer  these  securities  in  such  State. 


Kuhn,  Loeb  &  Co. 

Dillon,  Read  &  Co.  Inc.            *  The  First  Boston  Corporation  Goldman,  Sachs  &  Co. 

Lehman  Brothers                Merrill  Lynch,  Pierce,  Fenner  &  Smith  Salomon  Brothers 

Incorporated  Incorporated 

Blyth  Eastman  Dillon  &  Co.                Drexel  Burnham  &  Co.  Halsey,  Stuart  &  Co.  Inc. 

Incorporated                                                                                      Incorporated  Affiliate  of  Bache  &  Co.  Incorporated 

Hornblo wer  &  Weeks-Hemphill,  Noyes  E.  F.  Hutton  &  Company  Inc. 

Incorporated 

Kidder,  Peabody  &  Co.                        Lazard  Freres  &  Co.  Loeb,  Rhoades  &  Co. 

Incorporated 

Paine,  Webber,  Jackson  &  Curtis             Reynolds  Securities  Inc.  Smith,  Barney  &  Co. 

Incorporated  Incorporated 

Wertheim  &  Co.,  Inc.                             White,  Weld  &  Co.  Dean  Witter  &  Co. 

Incorporated  Incorporated 

Warburg  Paribas  Becker  Inc.            L.  F.  Rothschild  &  Co.  Shearson  Hayden  Stone  Inc. 

Shields  Model  Roland  Securities  Weeden  &  Co. 

Incorporated  Incorporated 

August  28,  1975 


Sterling  Precision  Corporation 


Common  Stock  Begins  Trading  On 
The  New  York  Stock  Exchange 

On  September  16, 1975 
The  Ticker  Symbol  is... 


Sterling  has  over  12,000  stockholders  located  in  almost  every  state  in  the  U.S.  and  some  in  Canada 
and  other  countries. 

jQl  Automotive  and  Agricultural  Replacement  Parts 

Q  Industrial  Products  f£l  Real  Estate  {^  Financial  Services 

ml  Import-Export 


$.76 


In  the  wake  of  twelve  consecutive 

years  of  increased 

operating  in- 

come, Sterling  begins  on  number  thirteen: 

First  Quarter  Ended 

Summary  of  Operations 

July  26, 

jury  27, 

(Unaudited) 

1975 

1974 

Sales 

$29,285,000 

$27,454,000 

Income  before  taxes 

1,867,000 

1,376,000 

Provision  for  taxes 

655,000 

678,000 

Net  income 

$  1,212,000 

$      698,000 

Earnings  per  share- 

Primary 

$.22 

$.13* 

Assuming  full  dilution 

$.21 

$.12* 

'Adjusted  for  a  5%  common 

stock  dividend  paid  in  January, 

1975. 

Historical  Annual 
Operating  Earnings 
Per  Share  For  The 
Five  Years  Ended 
April  30,  1975 


$.30 


For  an  Annual  Report  or  Interim  Reports  please  write  to 
Stockholders  Relations: 

Sterling  Precision  Corporation 

31 9  Clematis  Street 

West  Palm  Beach,  Florida  33401 


1971  1972  1973  1974  1975 

Note:  Adjusted  for  5%  common 
stock  dividends  paid  annually  since 
January,  1971. 


Balanced  for  growth... on  the  New  York,  Pacific  and  Midwest  Stock  Exchanges 


The  Forbes  Index 
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Composed  of  the  following;  Census  privately  owned  homing  starts) 

Production  Consumption 

How  much  are  we  producing'  (Federal  Re-  •  How  much  are  people  spending?  (Bureau  of 
serve  Board  Index  of  Industrial  Production)        The  Census  retail  store  sales) 

What  volume  of  hard  goods  are  we  ordering?  •  To  what  extent  are  consumers  going  into  debt? 
(Bureau  of  Census  latest  three  months  new  (Federal  Reserve  net  change  in  consumer  in- 
orders  of  durable  goods  related  to  inventories)        st ailment  debt) 

How  intensively  are  we  building?  (Bureau  of  •  How  costly  are  services?    I    s    Dept   of  Labor 


sen  ice  price  index  related  to  the  consume/ 
price  index) 

Income 

•  How  much  are  workers  earning?  (Dept  i  >l 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.S. 
Dept    of  Labor  initial  unemployment  claims) 


Stock  Comments 


Are  Stocks  An 
Inflation  Hedge? 

By  Heinz  H.  Biel 


The  steep  stock  market  decline  this  •  tor's  stock  portfolio  did  not.  Look  at 


summer  has  been  widely  attributed 
to  the  apparent  resurgence  of  infla- 
tion and  dire  forecasts  of  two-digit  in- 
flation within  a  year  or  so.  Whether  or 
not  this  is  the  true  reason  for  the  sell- 
off  is  debatable.  But  the  belief  that 
inflation  is  bad  for  common  stocks  has 
become  so  generally  accepted  that  it 
deserves  more  than  a  passing  thought. 

It  is  self-evident,  of  course,  that  in 
recent  years  stock  prices  did  not  keep 
pace  with  the  rise  in  the  cost  of  liv- 
ing. The  consumer  price  index  was 
100  in  1967,  the  year  inflation  began 
to  be  a  problem.  Now  this  index 
stands  at  162.  During  the  eight-year 
period,  the  dollar  lost  nearly  40%  of 
its  buying  povj 

And 
averjs*. 


the  dismal  record  of  mutual  funds. 
Thus,  the  evidence  seems  conclusive 
that  common  stocks  were  indeed  a 
very  poor  hedge  against  inflation. 

Other  investments  did  far  better 
than  common  stocks  during  this  pe- 
riod. Apart  from  gold,  which  appre- 
ciated from  $35  an  ounce  to  nearly 
$200  at  the  turn  of  the  year  (but 
which  we  were  not  permitted  to  buy 
or  even  to  hold  until  it  had  reached 
that  peak),  real  estate— urban,  sub- 
urban and  especially  farmland- 
turned  out  to  be  an  excellent  inflation 
hedge.  And  so  did  such  semi-invest- 
ments as  good  art,  antiques,  rare 
stamps,  numismatic  coins  and  the  like, 
such  media   are  hardly   suitable 


w*      ««r*\fc\-'WVW  STAN^ ^^R K**veryone.  They  require  expertise, 
^*XR.%rfcv^  p.    rj|""!j  they  usually  lack  ready  liquidity. 
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"%     Before  we  condemn  common  stocks 
\     altogether,  let  us  consider  the  expert- 
ly    ence  of  the  hapless  investor  in  bonds. 
A  triple-A-rated  Telephone  bond,  is- 
sued in  1966,  carrying  a  5%%  and  ma- 
turing in  2001,  is  presently  selling  in 


the  mid-60s,  a  loss  of  35%.  Today, 
similar  bonds  carry  a  9%  interest  rate, 
a  return  that  makes  at  least  partial  al- 
lowance for  inflation.  But  where  will 
today's  bonds  sell,  if  during  their  life- 
time the  inflation  rate  should  rise  to 
15%  or  20%  or  more?  Unfortunately, 
this  possibility  cannot  be  ruled  out. 
Thirty  or  40  years  is  a  long  time,  and 
no  one  can  predict  what  will  happen. 

Some  investors  who  have  become 
disenchanted  with  common  stocks  are 
beginning  to  find  these  9%  yields  at- 
tractive. It  is  my  opinion  that  long- 
term  bonds  should  be  avoided  like 
the  plague.  If  you  feel  more  secure  in 
bonds  than  in  stocks,  stick  to  relative- 
ly short  maturities— not  more  than  five 
to  eight  years.  Four-year  U.S.  Trea- 
sury notes  now  pay  8%%.  Short-term 
bonds  and  notes  of  lesser  quality  pay 
more,  of  course.  I'd  much  rather  have 
an  A-rated  five-year  note  than  a  long- 
term  bond  rated  A.  a.  Such  securities 
attract  only  life  insurance  companies 
and  pension  funds  whose  obligations, 
payable  30  or  40  years  hence,  will  be 
paid  in  dollars,  whatever  the  dollar 
will  be  worth  at  the  time. 

In  our  lifetime  inflation  in  this 
country  did  not  become  a  serious 
problem  until  the  lid  blew  off  when 
World  War  II  price  controls  were  lift- 
ed. Then  came  the  basically  inflation- 
ary Full  Employment  Act  of  1946, 
the  Korean  war  and  the  incredibly  ex- 
pensive involvement  in  Vietnam. 
Meanwhile  legislators  and  govern- 
ments at  all  levels,  federal,  state  and 
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Now 

Available 

Without 

Sales  Charge 


DREYFUS 

SPECIAL 

INCOME 

FUND 


The  Dreyfus  Special  Income 
Fund,  Inc.  is  a  diversified  open- 
end  investment  company  whose 
primary  objective  is  maximiza- 
tion of  current  income.  A  secon- 
dary objective  is  capital  appre- 
ciation. The  Fund  will  attempt  to 
achieve  these  objectives  princi- 
pally by  investing  in  fixed  income 
securities  and,  secondarily,  by  in- 
vesting in  common  stocks  which 
offer  attractive  current  dividend 
yields  with  potential  for  capital 
appreciation. 

•  No  charge  when  you 
purchase  shares 

•  No  charge  to  redeem 
shares 

•  Minimum  investment 
$500 

CALL  TOLL  FREE 

(800)  325-6400 

IN  MISSOURI 
CALL  TOLL  FREE 

(800)  342-6600 


047S101 


Dreyfus  Special  Income  Fund,  Inc. 
600  Madison  Avenue 
New  York,  New  York  10022 

'Please  send  my  prospectus. 
Name 


Address. 


City. 


State. 


.Zip. 


'For  more  complete  information 
about  Dreyfus  Special  Income 
Fund  including  charges  and  ex- 
penses obtain  a  prospectus  from 
Dreyfus  Special  Income  Fund, 
Inc.  600  Madison  Avenue,  New 
York,  New  York  10022  by  send- 
\  ing  this  coupon.  Read  it  carefully 
^before  you  invest  or  send  money.  / 


municipal,  became  increasingly  prof- 
ligate in  their  spending  and  more  reck- 
less in  their  financing.  And  that  goes 
for  the  private  sector,  too— for  cor-' 
porations  as  well  as  for  individuals. 
It  all  was  financed  by  piling  debt 
upon  debt,  made  possible  by  virtue  of 
a  compliant  monetary  policy. 

When  judging  whether  common 
stocks  are  a  good  inflation  hedge  or 
not,  one  should  not  look  at  just  the 
past  decade.  Only  by  going  back  to  • 
the  period  before  World  War  II  does 
one  realize  what  has  been  done  to  the 
dollar.  The  price  of  The  New  York 
Times  has  risen  from  2  cents  to  20 
cents;  New  York's  subway  fare  went 
from  a  nickel  to  50  cents;  automobiles 
from  $800  to  $4,000;  gasoline  from 
six  gallons  for  a  dollar  to  65  cents  a 
gallon;  the  rent  for  a  decontrolled 
New  York  City  apartment  is  four  or 
five  times  higher  than  it  was  in  the 
1930s.  One  can  carry  this  tale  of  woe 
ad  infinitum— and  either  get  sick  or 
desperately  worried.  Life  insurance 
bought  in  the  Thirties  and  Forties, 
believed  to  be  ample  protection  at 
the  time,  is  now  pathetically  inade- 
quate. Let's  face  it:  The  dollar  is 
worth  barely  a  quarter. 

Bonds  vs.  Stocks 

Going  that  far  back  one  will  find 
that  the  hedge  qualities  of  common 
stocks  are  not  bad  at  all.  But  first, 
let's  take  another  look  at  what  hap- 
pened to  long-term  bonds.  A  2%% 
American  Tel  &  Tel  bond,  issued  in 
1946  and  maturing  in  1986,  present- 
ly sells  at  60,  down  40%!  Of  course 
it  will  go  back  to  par  eventually,  and 
in  1986  the  investor  will  get  back  100 
cents  on  the  dollar— but  what  dollars. 

Now  compare  this  tragic  result  with 
the  performance  of  common  stocks. 
Standard  &  Poor's  stock  indices  are 
based  on  the  average  of  1941-43 
equaling  10.  Recently,  i.e.,  after  the 
recent  market  slump  and  below  their 
past  peaks,  the  index  of  425  indus- 
trial stocks  was  about  97;  for  15  rail- 
roads it  was  35;  for  60  utilities  it 
was  around  40;  the  composite  stock 
index  was  86.  Except  for  the  utilities 
and  the  rails,  which  are  regulated 
industries,  common  stocks  have  per- 
formed creditably.  A  better  than  nine- 
fold increase  in  effect  outpaced  infla- 
tion during  this  difficult  period.  You 
may  say  that  one  can  prove  anything 
with  statistics  as  long  as  one  chooses 
the  right  starting  point.  How. 
S&P  composite  index  averaged 
in  1950,  56.80  in  1960  and  now 
86.  Not  bad,  really. 

I  am  pessimistic  on  the  economic^ 
outlook  for  this  country,  as  well  as/ 
for  the  entire  Western  world.  Infl; 
tion,  bad  as  it  has  been  and  still  is,  is 
likely  to  get  worse  in  the  years  and 


decades  ahead.  There  is  no  govern- 
ment in  sight  anywhere  that  has  the 
will  and  the  strength  to  resist  the  so- 
cial and  political  pressures  in  solving 
its  problems  of  inflation.  West  Ger- 
many is  trying  it  with  some  success, 
but  it  doesn't  live  in  a  vacuum,  and 
inflation  is  highly  contagious.  England 
is  a  frightening  example. 

I  am  optimistic,  however,  that  our 
free-enterprise  system  will  survive  in 
one  form  or  another;  not  because  it 
is  a  good  system,  but  because  the 
others  are  worse.  As  I  do  not  know 
how  the  average  person  can  ade- 
quately protect  himself,  I  must  base 
my  opinion  on  the  assumption  that 
our  economic  system  will  allow  cor- 
porations to  continue  to  exist.  As  there 
are  no  workable  alternatives,  common 
stocks  of  strong,  well-managed  cor- 
porations seem  to  be  the  only  answer. 
Once  you  reach  this  conclusion,  you 
will  not  be  greatly  concerned  about 
what  the  stock  market  will  do  this 
month  or  next  year.  Of  course,  it  is 
more  advantageous  to  buy  low  rather 
than  high,  but  financial  planning  can- 
not be  based  on  short-term  considera- 
tions. Its  very  nature  requires  one  to 
take  a  longer-range  view. 

For  investment,  selection  should  be 
made  from  companies  which  are 
among  the  leaders  in  their  respective 
industries.  They  should  not  be  unduly 
labor-intensive  or  subject  to  arduous 
regulations  or  other  restrictions;  and 
they  should  have  proven  management 
capability  as  evidenced  by  relative 
profit  margins,  and  return  on  capital 
as  well  as  growth. 

There  is  a  belief  that  a  large  debt 
is  good  in  inflationary  times  because 
it  will  be  paid  off  in  depreciated  dol- 
lars. This  is  largely  an  illusion,  be- 
cause the  facilities  originally  bought 
with  that  debt  will  have  to  be  re- 
placed with  inflated  dollars.  Further- 
more, excessive  debt  can  kill  a  oompa- 
ny  during  periods  of  economic  ad- 
versity. Just  look  at  the  REITs  (real 
estate  investment  trusts).  I  also  do  not 
subscribe  to  the  theory  that  tangible 
assets— Sachwerte,  as  the  inflation- 
wise  Germans  call  them— necessarily 
provide  the  best  inflation  hedge.  A 
few  ounces  of  brains  in  the  heads  of 
the  right  people  can  be  worth  far 
more  than  a  mountain  of  iron  ore  in 
Venezuela  or  a  copper  mine  in  Chilt . 

Fortunately,  there  are  hundreds  of 
.i:~:i-i„    /v>rr>nanjes    m    filiis    country, 

■■tending  on  an  for 

1971     1972     '  lS' 

'ton, 

Note:  Adjusted  for  5%  common 
stock  dividends  paid  annually  since 
January,  1971. 
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rlwest  Stock  Exchanges 


AU'Time  High  for 
Fishing  and  minting 


At  the  height  of  the  inflation  (and  the 
depths  of  the  recession)  more  people  spent 
more  money  just  for  the  right  to  fish  and  hunt 
than  at  any  time  in  our  history!  Last  year, 
according  to  the  U.S.  Department  of  Interior, 
a  record  43  million  Americans  spent  $270 
million  on  hunting  and  fishing  licenses, 
representing  increases  of  1.7  million  license 
holders  and  $29  million  in  expenditures  over 
1973.  One  out  of  every  five  Americans 
fished  or  hunted  in  1974. 

Even  these  figures  don't  reveal  the  full 
scope  of  these  outdoor  sports,  since  most 
states  do  not  require  licenses  for  ocean  fishing, 
children  under  16  or  senior  citizens. 

Fiscal  '73  vs  '74  Paid  License  Holders* 

Why  the 
continuing 
outdoor  boom? 
Because  of  a 
deeper,  more 
profound  change  in  the  American  lifestyle. 
A  major  national  study  of  changing  attitudes 
indicates  a  growing  interest  in  physical  fitness, 
concern  about  privacy,  a  strong  desire  to 
return  to  nature  and  a  concern  for  the 
environment. 


Percent  of  Adult  Population  Concerned  About 


For 
more  and 
more 
people, 
outdoor 
activities 
fulfill  a 


Fishing 

'73 

*  26,212,001 
$118,406,249 

'74 1 

*  27,080,305 
$127,793,568 

Hunting 

*   15,509,314 
$123,654,614 

*   16,397,369 

$142,912,335 

environment 


I  I  I 

1971  1972  1973  1974 

growing  need— a  safety  valve— a  way  to  put 
modern  life  in  perspective.  And  Outdoor  Life 
is  right  on  target.  It  is  edited  for  the  outdoor 
activist;  novice  as  well  as  expert.  Our  editorial 
program  encourages  the  reader— 

To  do  it.  To  fish  more,  hunt  more, 
take  that  extra  trip. 

To  do  it  better;  become  a  more  proficient 
sportsman. 

To  enjoy  the  outdoors  more. 


T^t««W***  *ANDS  *M*K  BEST 


tsJ 


cove*  story. 


It  sets  us  apart  from  other  outdoor 
magazines  and  has  been  remarkably 
successful.  Proof? 

•  In  the  first  nine  months  of  1975, 
Outdoor  Life  generated  over  500,000 
requests  for  advertisers  for  information 
and  materials  offered  in  the  Outdoors- 
man's  Service  Bureau.  And  our  readers 
spent  more  than  $50,000  for  these  items. 

•  For  27  consecutive  years,  more  sports- 
men have  bought  Outdoor  Life  on  the 
nation's  newsstands  than  have  bought 
any  other  magazine  edited  for 
fishermen  and  hunters. 

•  In  the  twelve  issues  of  1974,  Outdoor  Life 
outsold  both  Field  &  Stream  and 

Sports  Afield  on  the  newsstands  by 
500,000  copies! 

•  Sportsmen  spent  $300,000  more  for 
Outdoor  Life  than  for  either 

Field  &  Stream  or  Sports  Afield. 

Number  One  in  Newsstand  Sales 


outdoor  urt 


HELD  k  STREAM 


SPORTS    villi  li 


Source:  1974  ABC  Statements 

Number  One  in  Advertising  Pages 

Outdoor  Life  offers  a 
great  market  for  a  wide 
range  of  products 
and  services  for 
active  sportsmen 
and  their  outdoor- 
oriented  families... such  as  alcoholic  beverages, 
apparel  and  footwear,  automotive  products, 
cigarettes  and  tobacco  products,  men's 
toiletries,  sports  equipment,  travel— 
you  name  it. 

"f  Would  you  like  a  free  copy  of  the  latent 
fishing  and  hunting  license  sales  by  states? 
Just  write  me  at  Outdoor  Life, 
380  Madison  Avenue,  N.Y  .  ,N.Y.  10017. 


Source:  Ad  Age  l.in-Aup.  1975.  | 
I'ublisher's  TstinLile— Sept 
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Associate  Publisher 


Outdoor  Life 


THE  SPORTSMAN'S  SERVICE  MAGAZINE 
THAT  GETS  RESULTS  FOR  ADVERTISERS. 

Published  by  Times  Mirror  Magazines,  Inc. 
380  Madison  Ave.,  New  York,  N.Y.  10017   Phone  (212)  687-3000 


COMMODITY  •  FOREIGN  EXCHANGE 

OPTIONS 

(PUTS  and  CALLS) 

•  Through  the  facilities  of  The  American  Board 
of  Trade,  the  nation's  new  exchange  and 
marketplace,  you  can  invest  and  trade  in  commodi- 
ties and  foreign  exchange  OPTIONS  (Puts  and 
Calls)  covering  gold  bullion,  silver  bullion,  foreign 
exchange  currencies  and  silver  coins.  The  unique 
and  outstanding  feature  of  ABT  OPTIONS  is  the 
small-to-moderate  contract  sizes,  geared  to  the  in- 
vestment and  trading  needs  of  average  investors, 
rather  than  professional  or  institution  requirements. 

FDFF  PREMIUM  PRICE  LIST 
ri\£L  INFORMATION  "PRIMER" 

Available  now!  Latest  ABT  Options  Premium  Price 
List,  plus  fact-packed  information  "Primer,"  re- 
printed from  the  internationally  known  "Commodity 
Journal."  Get  all  the  facts  on  the  ABT  OPTIONS 
MARKET.  Fill  out  and  mail  coupon  below  today. 
We'll  rush  details  by  return  mail. 


.  THE  AMERICAN  BOARD  OF  TRADE,  Inc. , 

j  286  Fifth  Ave.,  Suite  506-F,  New  York,  N.Y.  10001  | 

■  Please  send  details  on  the  ABT  OPTIONS  MARKET,  ! 

■  including  latest  Premium  Price  List  and  copy  of  ' 
I  the  Options  "Primer." 
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*«,,, 


Zip 


T.  ROWE  PRICE 

GROWTH  STOCK 

?  FUND,  INC. 

A  NO-LOAD  FUND 

Investing  in  stocks 

selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


T.  Rowe  Price  Growt     Stock  Fund    Inc 

I  One  Charles  Center,  Dept   A6 
Baltimore.  Md.  21201  Phone  301)  547-2136  I 
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Stock  Trends 


A  Bull  Market  If  .  .  . 


By  Myron  Simons 


A  few  weeks  ago,  some  reporters  had 
the  rare  and  wonderful  opportunity 
to  question  Dr.  Burns,  chairman  of 
the  Federal  Reserve,  on  coast-to- 
coast  television.  They  blew  it!  Oh, 
they  asked  a  lot  of  questions,  all 
right.  But  it  was  as  frustrating  as  if 
the  same  group  had  interviewed  Rem- 
brandt without  once  asking  him  about 
painting.  Those  of  us  who  have  been 
hoping  for  some  clarification  of  a  Fed- 
eral Reserve  policy  that  had  caused 
the  bond  markets  to  become  a  sham- 
bles, and  the  stock  market  to  reel, 
were  forced  to  leave  the  cupboard 
without  a  bone. 

The  urgency  for  some  clear  answers 
by  Dr.  Burns  stems  from  the  fact  that 
we've  suffered  through  several  bear 
markets  because  of  the  Government's 
fight  against  inflation.  And  the  prin- 
cipal agent  of  anti-inflation  policy  for 
the  last  five  years  has  been  the  Fed- 
eral Reserve.  Inflation  may  be  a  se- 
rious menace,  but  it's  the  Federal  Re- 
serve's fight  against  it  which  gives  us 
bear  markets  and  threatens  the  well- 
being  of  the  entire  economy. 

Since  the  decisions  of  the  Fed  ha\  e 
assumed  a  vastly  increased  importance 
to  the  economy  of  the  United  States 
and  to  its  capital  markets,  it  seems  ex- 
traordinary that  its  policies  are  still 
conveyed  to  us  poor  mortals  as  the 
will  of  the  gods  was  imparted  to  the 
characters  of  an  ancient  Greek  trage- 
dy. There  are  hints  and  signs  and 
leading  statements  that  must  be  inter- 
preted for  us  by  those  modern  day 
oracles,  the  money  market  experts. 
Still,  if  we  are  going  to  make  any 
long-term  stock  market  forecasts,  we 
have  to  have  some  sort  of  appraisal 
about  what  kind  of  a  deal  the  Fed 
is  cooking  up  for  us. 

Putting  together  the  best  available 
scraps  of  information,  it's  possible  to 
make  a  few  predictions: 

•  The  Fed  will  soon  be  loosening 
up  a  notch.  The  tax  rebates  in  May 
had  caused  a  large  bulge  in  the  mon- 
ey supply,  which  the  Reserve  found 
necessary  to  mop  up  by  draining  ex- 
cess cash  from  the  banking  system. 
That  need  should  be  over,  and  a  mod- 
erate growth  pattern  can  be  resumed. 

•  The  rate  of  inflation  will  drop  off 

Mr.    Simons,    a    guest   columnist,    is   director   of   re- 
search at  the  securities  firm  of  Weeden  &  Co. 


this  fall.  In  any  event,  it's  not  the 
kind  of  inflation  on  which  we  have 
become  so  gun-shy.  Last  year's  was 
a  demand-pull  inflation,  which  tends 
to  spread  out  to  every  sector  of  the 
economy  and  doesn't  go  away  with- 
out explosive  action.  This  summer's 
jump  in  prices  was  caused  mostly  by 
political  rather  than  economic  deci- 
sions. The  Government  raised  the 
price  of  oil  by  slapping  on  import 
tariffs  and  then  started  food  prices 
up  by  exporting  massive  amounts  of 
grain.  Of  course,  the  price  hikes  will 
spread  to  other  areas  but  they 
shouldn't  be  persistent. 

It's  unusual  for  a  new  whiff  of  in- 
flation to  come  this  early  in  an  eco- 
nomic recovery,  but  that  doesn't  nec- 
essarily mean  that  the  jig  is  up.  In 
fact,  we  will  probably  be  able  to  go 
through  the  entire  middle  and  part 
of  the  later  phase  of  the  economic 
recovery  without  much  of  an  addi- 
tional bulge.  Increased  productivity 
and  lots  of  unused  capacity  should 
take  care  of  that. 

The  Place  To  Invest 

•  The  economic  recover)  will  move 
forward.  Estimates  for  the  gain  in  the 
real  gross  national  product  are  being 
revised  upward  by  a  number  of  econ- 
omists. In  fact,  the  entire  process  of 
recovery  can  be  speeded  up  if  the 
midsummer  inflation  rate  persuades 
businessmen  to  stop  cutting  inventory 
and  to  begin  even  a  slow  reaccumula- 
tion.  By  the  end  of  the  year,  an  ap- 
preciable dent  in  the  unemployment 
rate  should  have  been  made,  and 
1976  can  start  from  a  higher  lex  el 
than  had  previously  been  thought 
likely. 

•  Most  of  the  major  industrial  pow- 
ers of  Europe  have  fallen  behind  us  in 
the  race  for  economic  recovery.  In 
some  countries  political  unrest  is  like 
ly  if  they  don't  get  rolling  reasonably 
quickly.  The  United  States  is  likely  to 
become  the  safest  haven  in  the  world 
for  itinerant  mone) 

All  of  this  adds  up  to  one  thin 
bull  market.  It  may  not  be  one  ol  the 
smooth  ones,  and  there  are  likely  to 
be  frightening  periods  such  as  tli.it 
which  led  to  the  July-August  reai 
tion.  But  all  of  the  Ingredients  lor  ;i 
strong  investment  climate  are  thin 
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Two  18-hole  golf  courses  (1  championship, 
1  lighted  executive).  Gourmet  wining  and 
dining.  Luxurious  guest  rooms.  Tennis  courts. 
Meeting  facilities.  Scottish  baronial  atmos- 
phere. Open  year  round.  Near  airports  and 
arterial  expressways.  Write  for  brochure  I. 
Sam  Mandalari,  Manager,  Palmetto  Express- 
way at  N.W.  154  Street,  Miami  Lakes, Florida 
33014  or  call  Miami  (305)  821-1150. 


Miami  Lakes  Inn 

€f  Country  Club 


X 


MMoney  ^ 

Grows 
Faster 
in  Mexico 

For  information  on  Mexican 
bank  deposits  offering  high 
interest  rates  with  complete 
security,  please  write: 

Eugene  F.  Latham 
Mexletter  Investment  Counsel 
Hamburgo  159 
Mexico  6,  D.F.,  Mexico 


Rugged  and  "handsome  cases  in  red  and 
black  with  title  embossed  in  gold.  Prices: 
$4.25  each,  3  for  $12,  6  for  $22.  Send  check 
to:  Jesse  Jones  Box  Corp.,  Dept.  FB,  P.O. 
Box  5120,  Phila.,  Pa.  19141.  Please  allow  3 
to  4  weeks  for  delivery. 


VENTURE  CAPITAL 

Assistance  for  any  worthwhile  projects  over 
$100  Thousand.  Send  details  to:  Computer 
Capital  Corporation,  Dept.  21A,  6922 
Hollywood  Blvd.,  Los  Angeles,  CA  90028 
(213)  463-4841 


Profits  will  be  going  up,  prosperity 
looks  as  though  it  has  a  long  time  to 
run,  and  there's  plenty  of  investment 
money  around.  The  only  question  is 
how  investors  can  best  take  advan- 
tage of  it  all. 

During  the  recession,  many  cor- 
porate planners  reasoned  that,  even 
with  the  drop  in  demand  for  their 
products,  there  wasn't  any  point  in 
cutting  prices.  That  wouldn't  have 
improved  sales  much  anyhow,  and 
they  might  have  difficulties  in  posting 
price  increases  when  the  economy  got 
moving  again.  In  a  way,  that  kind  of 
thinking  was  too  bad,  because  it  frus- 
trated the  fight  against  inflation.  Still, 
with  hopes  high  for  better  prices,  a 
return  to  better  business  is  going  to 
mean  that  a  number  of  companies  are 
going  to  be  marking  up  pretty  good 
earnings  gains  from  now  on.  The 
chemical  companies  are  a  case  in 
point.  With  a  marked  improvement 
in  the  fiber  business,  and  in  other  sec- 
tors of  the  industry,  Union  Carbide 
(61),  Dow  (90)  and  du  Pont  (122) 
ought  to  be  able  to  shake  off  their 
second-quarter  blues. 

Textile  companies  are  beginning  to 
experience  a  pickup  in  orders,  and 
the  improvement  should  continue  as 
the  consumer  flexes  his  buying  mus- 
cles. Celanese  (37)  and  Burlington 
Industries  (24)  should  benefit.  With 
the  turnabout  in  the  auto  industry, 
the  tire  manufacturers  should  begin  to 
experience  a  pickup  in  demand.  Even 
if  the  original  equipment  sector  of  the 
business  is  squeezed,  there  should  be 
an  excellent  market  for  replacement 
tires.  I  like  Goodyear  Tire  Co.  (19) 
and  Firestone  ( 18) . 

Watch  The  Fed! 

Finally,  exciting  profit  turnarounds 
should  be  experienced  by  the  rail- 
roads. It's  true  that  they  have  just 
finished  a  disastrous  six  months,  so  it 
won't  take  much  for  them  to  register 
a  sharp  improvement.  Still,  with  huge 
grain  shipments  and  continual  heavy 
demand  for  coal,  there  should  be 
plenty  of  rail  freight  traffic,  especial- 
ly in  the  fourth  quarter.  Burlington 
Northern  (30),  Seaboard  Coast  Line 
(19)  and  Union  Pacific  (64)  all  seem 
likely  candidates  for  investment. 

There's  not  much  doubt  that  I 
want  to  be  counted  as  an  outright 
bull.  However,  I  have  one  caveat. 
So  long  as  the  Federal  Reserve  stays 
in  a  relaxed  attitude,  the  market 
should  be  a  safe  place,  even  if  there 
are  a  few  minor  storms  from  time  to 
time.  But  if  you  see  the  Fed  threaten 
to  tighten  up  its  grip,  get  out  of  the 
market  and  stay  out  until  it  calls  off 
its  dogs  again.  That's  one  thing  we 
should  have  learned  from  all  of  the 
agonies  of  the  1970s.  ■ 


LARGE  CASH  RETURN 

from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANDS 


•     • 


•     • 


The  United  States  Department 
of  the  Interior  (Bureau  of  Land 
Management)  holds  non-com- 
petitive public  drawings  each 
month  to  afford  all  citizens  over 
the  age  of  21  years  an  equal 
opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by 
the  Federal  Government. 

A  $20.00  tax  deductible  filing  fee 
could  return  you  a  sum  exceeding 
$75,000.00  immediately,  plus  a  pro- 
duction payment  exceeding  one  mil- 
lion dollars  for  possible  future  in- 
come. 

•     •     •     •     • 

For  further  information  on  how  you 
can  intelligently  participate  in  the 
government  sponsored  program,  con- 

t!SBC£* 

MAX  WILSON,  INC. 

P.O.  Drawer  1978— FO 

Roswell,  New  Mexico  88201 

Toll  Free  Number  800-545-7955 


Selected  Energy 

Qtnplf  o se|e(ted  f°r 

UlUullU  growth  possibilities, 
the  objective  of  Energy  Fund. 


a  no-load  mutual  fund  founded  in  1955 

■  See  the  complete  portfolio 

■  Send  for  free  prospectus 

NO  LOAD 

NO  SALES  COMMISSION 

NO  REDEMPTION  FEES 

*  Individual  and  corporate 
investment  plans 

•  Individual,  corporate  and 
self  employed  (Keogh) 
investment  plans  available 

MEMBER  NO-LOAD  MUTUAL  FUND  ASSOC. 

•mmmm^  m^mm  ^HM  MiB  MHH  mm 

Energy  Fund  522  Fifth  Ave. 
New  York,  N.Y.  10036  Dept  F 
(212)  575-7220 

Please  send  me  free  prospectus  and 
other  material  including  your 
complete  record. 

Name 

Address 

City State Zip 
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Overseas  Commentary 

Buy  Japanese  Stocks  Mow 

By  Walter  Oechsle 


Forecasting  stock  market  trends  has 
proven  to  be  a  rather  humbling  ex- 
perience on  many  occasions  in  the 
past.  For  that  reason  I  will  perhaps 
be  forgiven  for  gloating  over  my  bat- 
ting average  of  the  recent  past.  As  I 
have  indicated  repeatedly  in  this  col- 
umn, international  investing  does  im- 
prove perspective.  Well,  what  has  it 
done  for  me  lately,  and  what  is  it  tell- 
ing me  now?  Just  last  July,  guided 
to  a  large  extent  by  recent  experi- 
ences in  some  European  countries,  I 
suggested  that  the  U.S.  and  Jap- 
anese markets  might  be  vulnerable  to 
a  substantial  correction  which  would 
provide  an  excellent  buying  opportu- 
nity in  both  Japan  and  the  U.S.  Well, 
the  corrections  have  now  taken  place 
and,  while  they  may  have  a  bit  fur- 
ther to  go,  in  my  opinion  this  is  the 
time  to  buy  in  both  of  these  markets. 
I  will  of  course  address  this  column 
to  Japan. 

At  the  beginning  of  this  year 
(Forbes,  Feb.  15),  I  predicted  a  ma- 
jor new  bull  market  for  Japan.  Apart 
from  my  long-term  conviction  that  Ja- 
panVis  the  most  efficient  economic 
machine  among  developed  countries, 
my  optimism  at  that  time  was  based 
largely  on  two  key  factors:  The  Jap- 
anese economy  was  in  much  better 
shape  than  was  thought,  and,  as  peo- 
ple came  to  realize  this,  they  would 
commit  funds  to  the  Japanese  market 
and  drive  up  stock  prices. 

No  New  High 

This  scenario  worked  out  very  well 
into  April  and  May  as  foreigners  be- 
gan to  rediscover  Japan  as  a  viable 
economic  entity.  While  the  overall  in- 
dex rose  a  mere  20%  during  that  peri- 
od, many  stocks,  some  of  them  men- 
tioned in  this  column  on  a  number  of 
occasions,  rose  more  than  100%.  Since 
April,  the  overall  trend  of  the  mar- 
ket has  been  sluggish  at  best,  with  a 
bias  on  the  downside.  Thus,  the  cur- 
rent Tokyo  Dow  Jones  level  of  about 
4000  is  a  mere  5V  above  the  3800 
level  that  prevailed  hack  in  February. 
At  that  time  T  had  visualized  a  much 
more  robust  and  more  broadly  based 
market  recovery  of  possibly  as  much 
as  501  in  the  course  of  this  year. 

Mr.  Oechsle  is  associated  with  Putnam  Management, 
Boston,   Mass. 
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How  do  I  look  upon  that  particu- 
lar forecast  at  this  time?  Obviously, 
time  is  running  out  and,  barring  a 
miracle,  there  will  be  no  new  high  in 
the  Tokyo  Dow  Jones  this  year. 
Where  was  I  wrong  and  how  have  I 
modified  my  thinking?  To  answer  the 
second  part  of  the  question  first:  I 
continue  to  be  extremely  optimistic 
for  the  Japanese  market  and  am  con- 
fident that  fulfillment  of  my  original 
prediction  has  merely  been  pushed 
out  to  sometime  in  1976.  To  get  back 
to  the  first  part  of  the  question:  Very 
little  went  wrong  except  that  the  eco- 
nomic recovery  has  been  much  slower 
than  anticipated  by  many  investors 
who  rushed  into  the  Japanese  market 
in  the  early  part  of  the  year.  Yet, 
to  my  way  of  thinking,  the  very  slow 
economic  recovery  now  getting  un- 
der way  represents  the  optimum  eco- 
nomic environment  for  the  Japanese 
stock  market  over  the  next  12  to 
18  months.  In  fact,  I  see  few  develop- 
ments over  which  to  be  disappointed. 

My  optimism  for  the  Japanese  ( 
oiny  in  late  1974  and  early  tin's  year 
was  based  on  my  belief  that  inflation 
would  be  brought  under  control;  that 
exports  and  the  balance  of  trade 
would  hold  up;  that  the  government 
would  feel  free  to  stimulate  the  econ- 
omy, and,  given  the  leverage  in  the 
Japanese  economy,  would  be  very  suc- 
cessful in  doing  SO.  It  is  only  in 
this  latter  regard  that  my  economic 
scenario  did  not  quite  hold  up.  The 
government  has  been  very  slow  in 
stimulating  the  economy,  and  the  bot- 
toming out  of  the  recession  that  has 
taken  place  seems  to  he  dm'  more  to 
the  recessionary  forces  having  ex- 
hausted themselves  than  to  stimula- 
tive fiscal  or  monetary  policies. 

Raiher  belatedly  and  without  push- 
ing any  panic  buttons,  the  Japanese 
government  has  staited  to  reflate.  In 
this  fashion  it  has  retained  plenty  of 
fire  power  and  has  s-'t  the  course  for 
an  economic  recovery  lasting  several 
years  that  will  be  healthier  and  less 
inflation-plagued  than  in  most  West- 
ern countries. 

What  is  the  current  economic 
situation  in  Japan  and  how  does  it 
differ  from  that  in  other  countries? 
Inventory  liquidation  in  most  areas 
of  the  economy  appears  to  have  end- 


ed; consumer  spending  is  sluggish,  not 
because  income  is  down  but  rather 
because  the  savings  rate  has  exceed- 
ed a  phenomenal  25%  of  disposable 
income;  capital  spending  is  disappoint- 
ing, meaning  substantially  down  from 
last  year;  government  spending  is  up; 
and  the  important  housing  and  auto- 
motive segments  are  showing  very  en- 
couraging signs. 

Given  this  environment,  which  is 
c  not  terribly  different  from  that  pre- 
vailing in  the  U.S.  and  a  number  of 
European  countries,  why  should  the 
Japanese  stock  market  do  particular- 
ly well  from  here  on?  Why  should  it 
do  well  given  the  fact  that  the  av- 
erage P/E  ratio  in  Japan  is  nearly 
double  that  in  the  U.S.?  I  believe  that 
both  foreign  and  Japanese  investors, 
as  they  have  so  often  in  the  past, 
once  again  are  underestimating  the 
recuperative  power  and  excellent 
health  of  the  Japanese  economy.  In 
particular,  they  appear  to  be  unaware 
that  earnings  will  truly  explode— and 
that  means  more  than  doubling— if  the 
economy  grows  by  a  modest  5%  an- 
nual rate  over  the  next  few  years, 
which  is  a  ven  safe  assumption. 

In  the  coming  months  these 
strengths  should  become  more  e\  i- 
dent.  A  great  deal  of  money,  both  do- 
mestic and  from  abroad,  that  is  still 
on  the  sidelines  will  then  he  com- 
mitted to  the  market.  That  is  what 
bull  markets  are  made  of. 

Stars  &  Laggards 

A  big  problem  for  the  investor  in 
Japanese  stocks  is  whether  to  favor 
segments  of  the  economy  that  have 
been  particularly  successful  in  the 
past  or  whether  emphasis  should  be 
placed  on  the  laggards  in  the  econ- 
omy. In  other  words,  should  one  buy 
Honda,  Sony  and  Toyota,  companies 
with  a  very  strong  competitive  inter- 
national position,  or  Marui  or  Sekisui, 
representing  leadership  in  retailing 
and  housing,  which  are  truly  under- 
developed areas  in  the  Japanese  econ- 
omy? Given  the  complexities  of  the 
Japanese  market,  my  suggestion  is  that 
you  participate  in  both  segments  with 
greatei  weight  given  to  what  I  con- 
sider to  he  industries  of  the  future, 
such  as  housing  and  retailing,  than 
to  those  industries  that  have  excelled 
in  the  p.isi  and  may  find  it  difficult 
to  duplicate  their  excellent  record* 

Incidentally,    many    readers    have 

raised   the  question   as   to  how    to   gel 
information  on  com]  mentioned 

in    this  column.    In    the  ease  ol    Japan 

this  is  particularlj  easy.  \n\  i  S.  bro 
ker  should,  without  difficulty,  be  able 
to  get  you  all  required  data  from  a 
very  strong  and  competent  contingent 
of  Japanese  brokerage  houses  repre- 
sented in  the  U.S.  ■ 
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]Value  Line  Pinpoints  a  "Preferred"  List: 

Rich  Stock  Yields 
STILL  Available 

These  stocks  offer  yields  of  7%  to  10%  or 
higher  — PLUS  superior  Safety 


even 


Many  investors  may  think  that  the  stock  mar- 
ket's large  advance  from  its  1974  bottom  has 
now  erased  the  opportunities  for  rich  dividend 
yields.  But  that  is  not  the  case,  as  The  Value 
Line  Investment  Survey  (July  11,  1975)  shows: 

Of  1600  stocks  continually  reviewed  by  Value 
Line,  300  currently  yield  7%  to  10%  or  higher 
—based  on  estimated  dividends  in  the  next 
12  months.  But  don't  leap  into  such  stocks 
indiscriminately.  Here's  why: 

Of  the  300  stocks  yielding  7%  and  up,  we 
now  assess  58  as  "doubtful"  with  respect  to 
maintaining  their  present  dividend  rates.  The 
rest,  in  our  judgment,  provide  "secure"  divi- 
dends on  the  basis  of  current  evidence.  (Every 
week,  Value  Line  clearly  marks  all  "doubtful" 
stocks.) 

WHAT  ABOUT  SAFETY? 

We  believe  most  income-minded  investors  also 
look  for  a  high  degree  of  safety— for  stocks 
which  strongly  resist  "yo-yo"  price  behavior. 
Value  Line  regularly  ranks  each  of  1600 
stocks— from  1  (Highest)  down  to  5  (Lowest)  — 
for  relative  Safety.  This  rank  primarily  reflects 
the  degree  to  which  a  stock  typically  fluctuates 
around  its  own  long-term  price  trend.  The 
greater  the  price  stability,  the  higher  the  Safety 
rank. 

(In  every  major  market  decline  of  the  past 
12  years,  stocks  ranked  1  or  2  for  Safety  have 
consistently  held  up  better  than  the  average 

.  of  all  other  stocks  covered  by  The  Investment 

.  Survey.) 

Fortunately,  there  are  currently  a  good  many 
high-yielding  stocks  which  are  also  rated 
superior  (1  or  2)  by  Value  Line  for  Safety.  Thus 
you  do  not  have  to  compromise  on  Safety  to 
get  generous  income,  and  you  shouldn't. 

THE  PREFERRED  LIST 

The  table  below  shows  the  total  number  of 
stocks  in  the  7%-and-up  yield  ranges,  and  how 
the  number  is  reduced  when  you  eliminate  (a) 
stocks  with  "doubtful"  dividends,  and  (b) 
stocks  rated  only  average  or  lower  (3,  4  or  5) 
by  Value  Line  for  Safety.  The  bottom  line  is 
the  "preferred"  list. 


CURRENT  YIELD 

7.0% 
to 

7.9% 

8  0% 
to 

8  9% 

9.0% 

to 
9  9% 

10% 
and 
OVER 

TOTAL 

7% 

and 
OVER 

TOTAL  NUMBER  of 
stocks  in  each  yield 
range 

106 

98 

53 

43 

300 

ELIMINATION  si- 
takes  out  this  many 
stocks  whose 
dividend  rates  are*' 
"doubtful" 

-20 

-17 

-7 

-14 

-58 

ELIMINATION  *2- 
takes  out  this 
many  stocks  rated  only 
average  or  lower  for 
Safety 

-55 

-42 

-16 

-23 

-136 

PREFERRED  LIST— 
number  of  stocks  with 
"secure"  dividends 
1  also  rated  superior 
tor  Safety 

31 

39 

30 

6 

106 

(The  Value  Line  Investment  Survey,  July  11,  1975) 

The  tabulations  shown  above  will  change,  of 
course,  in  response  to  changes  in  stock  prices, 
earnings  prospects  and  other  factors.  But  with 
the  current  Value  Line  Survey  coming  to  you 
each  week,  you  can  make  up-to-date  "screen- 
ings" any  time  you  want— in  just  a  matter  of 
minutes. 


PRICE  PERFORMANCE 

In  addition  to  the  foregoing,  Value  Line  also 
continually  ranks  1600  stocks— each  relative  to 
all  the  others— for  Probable  Market  Perform- 
ance in  the  Next  12  Months.  Here's  how  the 
ranks  work: 

100  stocks  are  ranked  1  (Highest) 
300  stocks  are  ranked  2  (Above  Average) 
800  stocks  are  ranked  3  (Average) 
300  stocks  are  ranked  4  (Below  Average) 
100  stocks  are  ranked  5  (Lowest) 
The  ranking  system  is  designed  to  measure 
probabilities.  We  expect  higher-ranked  stocks 
to  go  up  more  in  a  rising  market— or  down  less 
if  the  market  sinks— than  lower-ranked  stocks. 
Of  course  no  system  can  guarantee  profits 
or  eliminate  the  possibility  of  losses.  Not  every 
stock  will  always  perform  in  accordance  with 
its  rank.  But  such  a  large  majority  have  over 
the  past  10  years  that  we  believe  these  ranks 
can  help  sharply  improve  your  overall  results. 
Therefore,  we  suggest  you  focus  on  stocks 
with  the  most  favorable  Performance  ranks  you 
can  find,  consistent  with  your  Yield  and  Safety 
objectives.  In  buying,  avoid  stocks  Value  Line 
ranks  4  or  5  for  Performance. 

UPDATED  EVERY  WEEK 

Every  week-for  EACH  of  1600  stocks-Value 
Line  in  its  Summary  of  Advices  and  Index  pre- 
sents the  up-to-date  .  .  . 

a)  Rank  for  Probable  Price  Performance  in 
the  Next  12  Months— ranging  from  1  (High- 
est) down  to  5  (Lowest). 

b)  Rank  for  investment  Safety  (from  1  down 
to  5). 

c)  Estimated  Yield  in  the  Next  12  Months— 
with  a  "blackball"  next  to  each  stock 
about  whose  present  dividend  rate  there 
is  some  doubt. 

d)  Estimated  Appreciation  Potentiality  in  the 
Next  3  to  5  Years— showing  the  future 
"target"  price  range  and  the  percentage 

*     price  change  indicated. 

e)  Current  price  and  P/E,  plus  estimated 
annual  earnings  and  dividends  in  the 
current  12  months.  Also  the  stock's  Beta. 

f)  Very  latest  available  quarterly  earnings 
results  and  dividends,  together  with  year- 
earlier  comparisons. 


In  addition,  each  of  the  1600  stocks  is  the 
subject  of  a  comprehensive  new  lull-page  Rat- 
ing &  Report  at  least  once  every  three  months 
in  pre-scheduled  sequence,  with  supplement- 
ary reports  issued  whenever  new  evidence 
requires.  You  are  never  left  hanging.  The  full- 
page  reports  include  23  series  of  vital  financial 
and  operating  statistics  going  back  10  years 
and  estimated  3  to  5  years  into  the  future. 

HOW  TO  PARTICIPATE 

You  can  now  receive  the  complete  Value  Line 
Investment  Survey  for  the  next  12  weeks  for 
only  $29  (more  than  45%  off  the  regular  rate). 
This  will  bring  you  everything  offered  above 
plus  all  of  the  following: 

EVERY  WEEK  a  new  SUMMARY  OF  ADVICES 
section  (24  pages)  .  .  .  showing  the  current  rat- 
ings of  1600  stocks  for  future  relative  Price 
Performance  and  Safety— together  with  their 
Estimated  Yields  and  the  latest  earnings,  divi- 
dends and  P/E  data. 

EVERY  WEEK  a  new  RATINGS  &  REPORTS 
section  (144  pages)  .  .  .  with  full-page  analyses 
of  about  125  stocks.  During  the  course  of  every 
13  weeks,  new  full  page  reports  are  issued  on 
all  1600  stocks,  replacing  and  updating  the 
previous  reports.  (It  takes  but  a  minute  a  week 
to  file  the  new  reports  in  your  Value  Line 
binder.) 

EVERY  WEEK  a  new  SELECTION  &  OPINION 
section  (4  pages)  .  .  .  with  a  detailed  analysis 
of  an  Especially  Recommended  Stock— plus  a 
wealth  of  investment  background  including  the 
Value  Line  Composite  Average  of  more  than 
1600  stocks. 

PLUS  THIS  $35  BONUS  .  .  .  Value  Line's  com- 
plete 1800-page  Investors  Reference  Service 
(sold  separately  for  $35),  with  our  latest  full- 
page  reports  on  all  stocks  under  review— fully 
indexed  for  your  immediate  reference. 

MONEY  BACK  GUARANTEE 

You  take  no  risk  accepting  this  special  offer. 
If  you  are  not  completely  satisfied  with  The 
Value  Line  Investment  Survey,  just  return  the 
material  you  have  received  within  30  days  for 
a  full  refund  of  your  fee. 

To  accept  this  invitation,  simply  fill  in  and 
mail  the  attached  coupon  today. 


The  Value  Line  Investment  Survey 

ARNOLD  BERNHARD  &  CO.,  INC.  •  5  EAST  44th  STREET  •  NEW  YORK,  N.Y.  10017 


Yes,  I  would  like  to  try  The  Value  Line 
Investment  Survey  for  the  next  12  weeks 
at  the  Special  trial  rate  of  $29  under  the 
terms  and  guarantee  listed  above. 

This  special  offer  is  limited  to  new 
subscriptions  and  is  available  only  once 
to  any  household  every  two  years. 

□  $29  Payment  enclosed  (Trial  sub- 
scriptions must  be  accompanied  by 
payment). 

□  I  would  prefer  one  year  (52  issues) 
of  Value  Line  and  The  Investors  Refer- 
ence Service  for  $248. 

□  $248  Payment       □   Bill  me  for  $248 
enclosed 

N.Y.  residents,  please  add  applicable 
sales  tax.  Subscription  fees  are  fully 
tax-deductible.  Foreign  rates  upon  re- 
quest. 
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SIGNATURE 


NAME  (PLEASE  PRINT) 


ADDRESS 


CITY 


STATE 


ZIP 


No  assignment  of  this  agreement  will  be  made 
without  subscriber's  consent. 


V1CTORIANA 

The  Royai      from  FORBES 

Academy 
Revisited 

A  fully  illustrated 
catalogue  of  the 
collection  of  Vic- 
torian paintings 
described  by  Con- 
noisseur Magazine 
as  being  ".  .  .  the 
finest  outside  the 
British  Isles."  Its 
182  pages  include 
143  illustrations  of  which  24  are  in  full 
color.  Detailed  biographies  of  the 
artists  represented  make  this  catalogue 
a  valuable  addition  to  your  art  library. 
A  perfect  holiday  gift. 

Catalogue  by  Christopher  Forbes,  with 
introduction  by  Allen  Staley  .  .  $15.00 

Also  available  in  soft  cover  edition  at 

$  9.50 

Victorian  Holiday  Greeting  Cards 

Available  to  FORBES  readers  for  the 
first  time  are  four  beautiful  color 
reproduction  cards  of  very  distinctive 
paintings  from  the  FORBES  Magazine 
Collection.  Each  card  is  inscribed  "Best 
Wishes  for  a  Happy  Holiday  Season" 
with  appropriate  indication  of  artist 
and  collection  references.  These  unique 
cards  are  packaged  in  quantities  of  ten, 
including  envelopes. 


The  Village  Choir 

Thomas  Webster 


For  the  Squire 

Sir  John 
Everett  Millais 


Ife 


mm 


The  Early  Career 

of  Murillo 

John  Phillip 


The  Peep  Show 

John  Burr 


The  Forbes  Magazine  Collection 

60  Fifth  Avenue,  New  York,  N.Y.  10011 

Please  ship  postpaid  the  following 
catalogue(s)  and/or  cards  for  which 
payment  in  full  (check  or  money 
order)    is  enclosed: 


Royal  Academy 
catalogue(s)  @  $15.00 

Soft  cover 
catalogue(s)  @  $9.50 


Holiday  Greeting  Cards  @  $3.00/pack 
For  the  Squire  Murillo 

Village  Choir     Peep  Show 


(N.Y.  residents  add  appropriate  tax) 

Total  amount  enclosed  

Name   


Address 

City   

State  


Zip 


Readers  Say 


(Continued  from  page  12) 
heroic  "defense"  of  Justice.  Are  judges 
so  superior  that  we  must  wait  for 
them  to  die?  All  judges  should  be 
reviewed  yearly.  Perhaps  the  review 
board  might  be  the  American  Bar  As- 
sociation. Worthless  judges  should  be 
easily  removed. 

—Ted  A.  Schafer,  M.D. 
Houston,  Tex. 

Shutting  The  Barn  Door  .  .  . 

Sir:  The  predominant  theme  of 
several  major  New  York  City  banks 
that  manage  money  is  the  reduced 
commitment  to  equities.  Reasons  giv- 
en are  many:  higher  risk,  higher  yield 
levels  on  debt  securities,  client  pres- 
sure, etc.  In  reality,  the  "changes"  ap- 
pear to  be  a  cop-out,  a  convenient  ex- 
cuse for  the  miserable  performance  of 
the  last  two  years.  Should  not  these 
questions  have  been  asked  three  or 
five  years  ago?  Why  so  much  discus- 
sion of  a  "reduced  exposure  to  equi- 
ties" during  a  50%  move  in  stocks? 

—James  D.  Duncan  Jr. 

Trust  Dept., 

First-Citizens  Bank  &  Trust  Co. 

Raleigh,  N.C. 

Wants  To  Lose  All 

Sir:  Re  your  comment  on  Sen. 
George  McGovern's  willingness  to  ac- 
cept the  Democratic  Presidential  nom- 
ination ("I  Hope  The  Senator  Isn't 
Holding  His  Breath,"  Fact  &■  Com- 
ment, Aug.  15).  Johnny  Carson  had  a 
comment  too:  "McGovern  won't  be 
satisfied  until  he  loses  Massachusetts." 
—Walter  X.  Miller 
Chambersburg,  Pa. 

Better  Abroad 

Sir:  In  the  text  accompanying  your 
Mutual  Fund  Ratings  (Aug.  15),  you 
cast  some  aspersions  on  the  use  of 
specialty  funds,  which  I  take  to  in- 
clude funds  for  investing  abroad. 
Your  study  provides  a  9-year  average 
annual  growth  rate  for  175  open-end 
stock  funds  and  included  therein  are 
just  four  funds  for  investing  abroad. 
Each  of  these  four  internationally  di- 
versified funds  beat  out  all  of  their 
171  domestic  brethren  and  the  av- 
erage growth  rate  of  these  four  funds 
was  12.3%,  compared  to  the  Standard 
&  Poor's  500  rate  of  0T%. 

— C.A.  Nowakowski 

President, 

Inter-Sec  Research  Corp. 

New  York,  N.Y. 

Our  Book 

Sir:  Your  article  on  Rival  Manu- 
facturing (Aug.  15)  said,  "A  book 
about  using  slow  cookers  has  headed 


The  New  York  Times  specialized  pa- 
perback best-seller  list."  This  book  is 
our  book,  Crockery  Cookery,  which 
stood  No.  One  on  the  best-seller  list 
for  seven  weeks  in  a  row,  knocking 
The  Joy  of  Sex  out  of  first  place.  Ri- 
val has  their  own  book  and  this  is 
not  the  one  which  is  the  best-seller. 

—Bill  Fisher 

President, 

H.P.  Books 

Tucson,  Ariz. 

If  You  Can't  Beat 'Em... 

Sir:  Re  the  threat  of  coal  slurry 
pipelines  to  the  railroads  (July  15). 
A  simple  solution  for  the  railroads 
would  be  to  go  into  the  slurry  pump- 
ing business  themselves  over  existing 
railroad  right-of-ways. 

— L.  Palm 
Salt  Lake  City,  Utah 

Sir:  Coal  production  is  forecast  to 
at  least  double  by  1985.  Slurry  pipe- 
lines will  not  take  away  a  single  ton 
of  existing  coal  traffic  in  the  West, 
which  is  where  all  planned  lines 
would  operate,  and  thus  cannot  be 
accused  of  "driving  another  nail  into 
the  railroad  coffin." 

—John  M.  Huneke 

Vice  President, 

Energy  Transportation  Systems,  Inc. 

San  Francisco,  Calif. 

It's  Still  CRAP 

Sir:  The  Numbers  Game  (Aug. 
I )  included  a  definition  of  the  acro- 
nym in  CRAP  (Cleverly  Rigged  Ae- 
eounting  Ploys).  We  also  have  a  de- 
finition of  this  term  in  insurance  sta- 
tistics—Confusion Reported  at  Ap- 
propriate Periods. 

—Robert  H.  Brooks 

Asst.  Secretary, 
Natl.  Assoc,  of  Independent  Insurers 

Des  Plaines,  111. 

Better  Rating 

Sir:  We  were  surprised  to  find  that 
you  rated  us  no  better  than  C  for 
down  markets  (Mutual  Fund  Ratings, 
Aug.  15),  when  we  received  an  A 
rating  last  year. 

—Eugene  J.  Pratt 

Executive  Vice  President, 

Niagara  Share  Corp. 

Buffalo,  N.Y. 

There    was  an    error   in   one  of  our 

calculations,  The  rating  should  ha\  i 

been  B— Ed. 

Sir:  The  dividend  return  loi  Cap 
americu  Fund  was  listed  as  ,5%,  bul 
it  was  actually  5.4%. 

—Ted  E.  Davis 

Treasurer . 

Capamerica  Fund,  Inc. 
I  [ouston,  Tex, 
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Areyouready  t 

for  the  grown-ups 

news  magazine? 


erhaps  this  quick  self-test 
(in  help  you  decide: 

Have  you  reached  the  "more-things-to-read... less-time- 
read-them"  stage,  where  you  wish  that  no-nonsense 
ws  reporting  was  set  apart  from  the  frivolous  stuff,  so 
u  can  give  to  each  the  time  it  merits? 

Do  your  thoughts  "jump  ahead"  when  you  read  the  news 
3se  days,  to  what  the  effects  will  be— and  what  you 
ould  be  doing. ..to  prepare,  to  protect,  to  take  advantage? 

Does  it  strike  you  that  everyone  you  talk  to  nowadays 
ems  to  have  read  the  same  news  accounts,  seen  the 
me  news  programs— and  isn't  it  a  joy  to  be  able  to  add 
mething  new,  different,  and  significant  to  conversations 
out  current  news  happenings? 

Can  you  "take"  both  sides  of  controversial  issues  in  the 
ws...  the  facts  unvarnished... "unpopular"  points  of  view 
reliable  reports  that  sometimes  lead  to  conclusions  dif- 
ent  from  those  you've  been  hearing? 

If  you  have  nodded  your  head  "yes"  a  couple  of  times 
lile  you  were  reading  the  above  questions... the  chances 
3  that  you  are  ready  for  U.S.News  &  World  Report. 

Here's  a  weekly  news  magazine  that  really  answers 
r  needs.  U.S.News  &  World  Report. 

It  omits  the  frivolous  entirely.  It  respects  the  fact  that 
ur  time  is  limited  and  valuable.  So  you  won't  fine]  stories 
out  the  latest  divorce  news  from  Hollywood.  Or  who 
)re  what  fashions  at  the  most  recent  Washington  gala, 
the  latest  holdout  in  professional  sports. 

This  news  magazine  looks  beyond  the  headlines.   It 

/es  you  not  only  the  hard  facts  but  the  kind  of  cause  and 
ect  news  analysis  you  need  to  function  more  effec- 
ely  as  a  businessman... a  taxpayer... a  homeowner... an 
^estor. ..a  concerned  and  civic-minded  citizen  of  your 
mmunity  and  your  country. 

U.S.News  digs  out  exclusive  news  that  you  won't  find 
ywhere  else.  It  finds  the  patterns  that  underlie  what  may 
em  like  isolated  events.  It  alerts  you  to  trends  that  may 
ect  you,  your  family,  your  business,  your  financial  future, 
id  because  we  skip  the  trivia,  we  bring  ypu  more  of  this 
portant  news,  in  much  less  time  than  you'd  probably 
end  if  you  tried  to  dig  it  out  elsewhere. 

And  our  editors  present  both  sides  of  the  story— includ- 
}  against-the-grain  views  which  people  sometimes  don't 
int  to  hear  but  which  may  turn  out  years  later  to  have 
en  right  after  all. 

We'd  like  you  to'see  for  yourself  how  well  this  grown- 
's  news  magazine  matches  your  requirements.  So  we'd 
e  to  send  you  the  next  23  weekly  issues  for  just  $3.97. 
e  same  23  issues  would  cost  you  $6.21  at  the  basic  sub- 
ription  rate,  or  $17.25  on  the  newsstand. 

To  take  advantage  of  this  offer,  just  mail  the  card  or 
upon.  Send  no  money  now,  we'll  bill  you  later.  And  if 
any  time  our  magazine  doesn't  live  up  to  your  expecta- 
ns,  we'll  refund  your  $3.97  in  full. 


j  WORLD  REp 


LATEST 


Afootr 


' 


Save  $13.28      Save  $2.24 

on  newsstand  price  on  basic  subscription  rate 

. . .  with  this  introductory  offer  to  new  subscribers 


To:  U.S.News  &  World  Report 
Subscription  Department,  P.O.  Box  2840 
Greenwich,  Connecticut  06830 

Please  enter  my  trial  subscription  to  your  magazine  and 
send  me  the  next  23  weekly  issues.  You  may  bill  me  later 
for  the  trial  subscription  price  of  $3.97— a  substantial  saving 
compared  to  the  $6.21  these  issues  would  cost  z\  the  basic 
subscription  rate,  or  the  $17.25  they  would  cost  at  the  news- 
stand price.  I  understand  my  $3.97  will  be  refundable  in  full 
if  at  any  time  during  this  trial  subscription  the  magazine 
does  not  live  up  to  my  expectations. 


Print  Name. 


Address- 


City. 


State. 


.Zip. 
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COMMUNICATORS 

General  Promotion  advertising,  or  Corporate  advertising  as  it's  better  known, 
is  advertising  that  primarily  sells  the  image  of  a  company  rather  than 
its  products  or  services. 

The  magazines  that  carry  the  lion's  share  of  corporate  messages  are  those  that 
reach  the  most  influential  decision  makers  in  America. 


In  the  first  six  months  of  1975,  43  %  or  almost  half  of  all  the  advertising 
carried  by  FORBES  was  corporate  advertising.  It  filled  a  greater  portion  of 
our  pages  than  it  did  of  any  other  magazine. 

Advertisers  who'd  like  to  know  which  publications  carry  most  corporate 
messages  will  find  this  tally  for  the  first  half  of  1975  informative: 


Y 
v 


General  Promotion  Advertising 


V 


January/June  1975 


Magazine: 

Rank 

Pages 

Business  Week 

1 

496.09 

FORBES 

2 

312.58 

Fortune 

3 

288.11 

Time 

4 

166.96 

U.S.  News  &  World  Report 

5 

124.63 

Newsweek 

6 

107.46 

Scientific  American 

7 

81.22 

Sports  Illustrated 

8 

73.78 

Dun's  Review 

9 

64.12 

Black  Enterprise 

10 

61.39 

The  New  Yorker 

11 

57.50 

Smithsonian 

12 

38.00 

Ebony 

13 

35.16 

Reader's  Digest 

14 

3383 

Nation's  Business 

15 

30  84 

Source:  Publishers'  Information  Bureau 
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In  times  like  these,  when  corporate  dollars  must  work  harder  than  ever, 
more  of  them  are  being  invested  in  FORBES  than  ever  before. 


FORBES:  CAPITALIST  TOOL 


Forbes 


Index  of  Advertisers— September  15,  1975 

□  Indicated  below  are  those  advertisers  who  will  make  information  available  to  Forbes  readers  as  stated  in  their  advertise- 
ments. Those  advertisers  designated  with  an  asterisk  =&  will  provide  information  only  to  those  requests  which  include  com- 
pany name  and  job. 


THE  AMERICAN    BOARD  OF  TRADE, 

INC 118 

AMERICAN    MUTUAL    INSURANCE 

COMPANIES      14 

Agency:    Harold  Cabot  &  Co.,  Inc. 

AMERICAN  TELEPHONE  & 

TELEGRAPH    CO 85 

Agency:   N.  W.  Ayer  ABH  International 

D   AMFAC,    INC 65 

Agency:    Hill  and  Knowlton,  Inc. 

BAN  DAG,    INCORPORATED  68 

Agency:   Christenson  Barclay  and 
Shaw,  Inc. 

BANK  OF  AMERICA    3rd  Cover 

Agency:    D'Arcy-MacManus  &  Masius 
Advertising 

BANKERS   TRUST   COMPANY  66-67 

Agency:    Doyle  Dane  Bernbach  Inc. 

BARCLAYS  BANK 

INTERNATIONAL    LTD 50 

Agency:    N.  W.  Ayer  ABH  International 

BELL  HELICOPTER  COMPANY  74-75 

Agency:    Moneyhun  Advertising 

BELL'S    SCOTCH  47 

Agency:    Lee  King  &  Partners,  Inc. 

CANADIAN    IMPERIAL   BANK  OF 
COMMERCE  16 

Agency:   Albert  Frank-Guenther  Law, 
Inc. 

i    CANTON    COMPANY    70 

Agency:  Waltjen  Associates,  Inc. 

□  COLT   INDUSTRIES    INC 96-97 

Agency:    Marsteller  Inc. 

COMPUTER    CAPITAL    CORPORATION    119 

Agency:   The  Paramount  Agency 
Advertising 

CONTINENTAL   ILLINOIS  NATIONAL 
BANK  40-41 

Agency:    Tatham-Laird  &  Kudner,  Inc. 

□  CRANE     CO 18 

Agency:    Doremus  Uptown 

□  DEAN  WITTER  &  CO.  3 

Agency:    Hoefer,  Dieterich  &  Brown, 
Inc. 

DIAMOND  INTERNATIONAL  33 

Agency:    Henderson  &  Roll,  Inc. 

DREYFUS   SPECIAL   INCOME   FUND, 

INC 116 

Agency:    Rapp,    Collins,    Stone    &    Adler, 
Inc. 

EAST/WEST    NETWORK,    INC 90 

ENERGY  FUND,   INC 119 

Agency:   The  Leo  Baron  Agency  Inc. 
Advertising 

EXXON    CORPORATION  71 

Agency:   McCaffrey  and  McCall,  Inc. 

FALCON    JET    CORPORATION  4 

Agency:   Tom  Grant  Associates 

D  FIRESTONE  TIRE  &  RUBBER  CO.  55 

Agency:   Sweeney  &  James  Co. 

THE   FIRST  NATIONAL   BANK   OF 
CHICAGO  6  7 

Agency.    Foote,  Cone  &  Belding 
Advertising,  Inc. 

FIRST  TENNESSEE   NATIONAL 
CORPORATION  104 

Agency:  John   Malmo  Advertising.   Inc. 
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FORBES    MAGAZINE    126 

FORT  HOWARD  PAPER  COMPANY       48-49 

Agency:   Marsteller  Inc. 

GANNETT  CO.,   INC.         99,  101,  103,   105 

Agency:    Rumrill-Hoyt,  Inc. 

GATES    LEARJET    CORPORATION        .      22 

Agency:   Sullivan  Higdon  Inc. 

GENERAL    ELECTRIC   COMPANY  88-89 

Agency:   Robert  S.  Cragin,  Inc. 

GENERAL  ELECTRIC  CREDIT 

CORPORATION      60 

Agency:    Riedl  Associates  Inc. 

GENERAL  WINE  &  SPIRITS     CO. 
CHIVAS    REGAL  2nd   Cover 

Agency:    Doyle  Dane  Bernbach  Inc. 

GRAHAM    &   GUNN,    LTD 12 

Agency:    Hart  Services  Inc. 

GRUMMAN    CORPORATION  102 

Agency:    Fuller  &  Smith  &  Ross  Inc. 


HOUGHTON    MIFFLIN    COMPANY 

Agency:  Sussman  &  Sugar  Inc. 


83 


THE    INDUSTRIAL    DEVELOPMENT 
AUTHORITY   OF    IRELAND  38 

Agency:   St.  Vincent/Chew/Milone 
Advertising,  Inc. 


INGERSOLL-RAND    COMPANY 

Agency:    Marsteller  Inc. 


79 


INSIDER'S    REPORT     83 

Agency:   Comprise,  Inc. 

INTERNATIONAL  BUSINESS 
MACHINES  CORPORATION- 
OFFICE    PRODUCTS     DIVISION  44-45 

Agency:   Carl  Ally  Inc.,  Advertising 

INTERNATIONAL  TELEPHONE   AND 
TELEGRAPH    CORPORATION  95 

Agency:   Needham,  Harper  &  Steers, 
Inc. 

•    KUHN,   LOEB  &  CO.  113 

Agency:    Albert  Frank-Guenther  Law, 
Inc. 

LAZARD  FRERES  &  CO 109 

Agency:    Doremus  &  Company 

LIGGETT   GROUP  52,    53,    54 

Agency:    Berger  Stone  &  Ratner,  Inc. 
Advertising 

MANUFACTURERS  HANOVER  TRUST 
COMPANY  80-81 

Agency:    Edwin  Bird  Wilson,  Inc. 

MEXLETTER  119 

Agency:    McCann  Erickson-Stanton 
S.A.  de  C.V. 

D  MIAMI    LAKES   INN    &  COUNTRY 

CLUB  119 

Agency:    Samuel  B.  Crispin  & 
Associates,  Inc. 

D  MONSANTO  COMPANY,    INC 77 

Agency:    Advertising  &  Promotion 
Services 

D  NL    INDUSTRIES,    INC 82 

Agency:    The  Marschalk  Company,  Inc. 


THE    NORTHERN    TRUST    BANK 

Agency:    Clinton  E.  Frank,  Inc., 
Advertising 
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OMAHA  PUBLIC  POWER  DISTRICT  8 

Agency:    Holland  Dreves  Reilly,  Inc. 

OUTDOOR    LIFE  117 

Agency:    Ted    Barash    &   Company,    Inc./ 
Advertising 
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No  man,  with  a  man's  heart  in  him 
gets  far  on  his  way  without 
some  bitter,  soul-searching 
disappointment.  Happy  is  he 
who  is  brave  enough  to  push  on 
to  another  stage  of  the  journey. 
John  Brown 


There  are  hundreds  who  can 

stand  failure  to  one 

who  can  stand  success; 

the  good  loser  is  far  more  common 

than  the  good  winner. 

Franklin  P.  Adams 


We  must  learn  to  suffer 
what  we  cannot  evade;  our  life, 
.like  the  harmony  of  the  world, 
is  composed  of  contrary  things, 
and  one  part  is  no  less 
necessary  than  the  other. 
Michel  de  Montaigne 


Often  an  unfortunate  experience 
on  a  bypath  is  just  what  is  needed 
to  keep  us  on  the  main  road. 
William  Feather 


Nothing  resembles  pride 
so  much  as  discouragement. 
H.  F.  Amiel 


How  tight  can  life  be 
without  the  space  of  hope? 
Ararian  Proverh 


If  a  man  has  any  brains  at  all, 
let  him  hold  on  to  his  calling, 
and,  in  the  grand  sweep  of  things, 
his  turn  will  come  at  last. 
William  McCune 


I  will  spit  on  my  hands 
and  take  better  hold. 
John  Heywood 


He  either  fears  his  fate  too  much 

or  his  deserts  are  small 

that  puts  it  not  unto  the  touch 

to  win  or  lose  it  all. 

James  Graham 


History  has  demonstrated 
that  the  most  notable  winners 
usually  encountered  heartbreaking 
obstacles  before  they  triumphed. 
They  finally  won  because 
they  refused  to  become 
discouraged  by  their  defeats. 
Disappointments  acted  as 
a  challenge  to  their  manhood. 
Don't  let  difficulties  discourage  you. 
B.C.  Forres 


If  at  first  you  do  succeed 
it  can  give  you  a  false  sense 
of  security. 
Frank  Tyger 


Our  doubts  are  traitors 
and  cause  us  to  miss  the  good  we 
oft  might  win  by  fearing  to  attempt. 
William  Shakespeare 


Every  noble  work 
is  at  first  impossible. 
Thomas  Carlyle 


Magnificent  autumn! 

He  comes  not  like  a  pilgrim, 

clad  in  russet  weeds; 

not  like  a  hermit,  clad  in  gray; 

but  like  a  warrior  with  the  stain 

of  blood  in  his  brazen  mail. 

Henry  Wadsworth  Longfellow 


The  longer  I  live, 

the  more  deeply  I  am  convinced 

that  that  which  makes  the  difference 

between  one  man  and  another— 

between  the  weak  and  the  powerful, 

the  great  and  the  insignificant, 

is  energy— invisible  determination— 

a  purpose  once  formed  and  then 

death  or  victory.  This  quality 

will  do  anything  that  has  to 

be  done  in  the  world;  and 

no  talents,  no  circumstances, 

no  opportunities,  will  make  one 

a  man  without  it. 

Thomas  Buxton 


It  is  defeat  that  turns 
bone  to  flint;  it  is  defeat  that 
turns  gristle  to  muscle;  it  is 
defeat  that  makes  men  invincible. 
Henry  Ward  Beecher 
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Hope!  Thou  nurse  of  young  desire. 
Isaac  Bickerstaff 


Hope  is  a  pleasant  acquaintance, 
but  an  unsafe  friend;  not  the  man 
for  your  banker,  though  he  may  do 
for  a  traveling  companion. 
Thomas  Halihurton 
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3,000  "Thoughts"  now  available  in 
574-page  book  at  $9.95.  Also  Fact 
and  Comment— the  most  quoted 
editorials  of  Malcolm  Forbes  in 
hardcover  at  $7.95.  Send  check(s) 
to:  Forbes,  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  N.Y.  State 
residents  add  4%-8%  sales  ta\ 


A  Text  .  . 


Sent  in  by  James  H.  Thobe,  Naples,  Fla. 
What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business 
of  Life  is  presented  to  senders  of  texts 
used. 


/  returned,  and  sato  under  the  sun. 
that  the  race  is  not  to  the  swift,  nor 
the  battle  to  the  strong,  neither  yet 
bread  to  the  wise,  nor  yet  riches  to 
men  of  understanding,  nor  yet  favow 
to  men  of  skill;  but  time  and  chance 
happeneth  to  them  all. 

ECCLESIASTES  9:  1  1 
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Can  Gallo  Move  Up? 
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¥)*///  /7wi/  your  first  for  what  you  think  it  is. 
And  your  second  for  what  you  know  it  is. 

Maybe  that's  the  reason  Cadillac  repeat  ownership  is  consistently  the  highest  of  any  U.S.  luxury  car  make. 

Cadillac  1g" 


Even  the  Swiss  say, 

"USA  has  the  highest 

living  standards" 


A  leading  bank  in  Switzerland  has  studied 
incomes  and  prices  in  37  leading  cities  around 
the  world  and  has  found  the  comparative 
working  time  needed  to  purchase  a  represen- 
tative list  of  goods  and  services: 

Up  to  8  times  more  working  hours  required 
in  other  nations  than  in  U.S.  for  food. 
(Only  one  foreign  city  was  lower  than  U.S.). 

Nearly  6  times  the  U.S.  working  time 
needed  in  some  countries  for  men's  cloth- 
ing. (Only  one  foreign  city  lower). 

Over  6  times  as  much  work  necessary  for 
women's  clothing,  in  some  countries. 
(Only  3  foreign  cities  lower). 

More  than  7  times  as  much  working  time 
needed  for  services  in  some  foreign  lands. 
(None  lower). 

As  much  as  26  times  as  many  working 
hours  required  for  household  appliances 
in  some  countries.  (None  lower). 

That's  one  reason  why  people  want  to  come 
to  America;  only  the  crackpots  want  to  leave  it 
or  tear  it  down  —  to  what? 

Source:  Union  Bank  of  Switzerland 


THE  WARNER  &  SWASEY  COMPANY 

Executive  Offices:  1 1000  Cedar  Avenue,  Cleveland,  Ohio  44106 


The  Warner  &  Swasey  311,  a  new  11/2-yd. 
excavator  incorporating  the  latest  ideas  in 
variable-flow  hydraulics,  offers  contractors 
improved  productivity  for  a  wide  range  of 
trenching  and  excavating  jobs. 


Productivity  equipment  and  systems  in  machine  tools,  textile  and  construction  machinery 
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Minutes  with  a 
TWA  Air  Freight  Specialist 
can  uncover  profits 
you  never  knew 
were  there.  [\ 


■K> 


Unless  your  company  has  recently  con- 
ducted an  in-depth  review  of  the  effects  of 
Air  Freight  on  your  total  cost  of  doing  busi- 
ness, you  could  be  missing  an  opportunity 
to  substantially  increase  profits. 

Such  an  analysis  need,  not  be  a  time- 
consuming,  committee-organized  affair. 

TWA  Air  Freight  has  made  available 
a  computer-based  cost  analysis  model 
called  the  Air  Freight  Decision  Tool  (AFDT). 
Utilizing  a  portable,  telephone-connected 
time-sharing  terminal,  a  TWA  representa- 
tive can  run  this  program  right  in  your 
own  office. 

In  about  20  minutes  you'll  have  a  good 
idea  of  how  regular  use  of  Air  Freight  will 
affect  your  distribution  costs.  Applying  this 
information  to  your  total  cost  of  doing  busi- 
ness may  point  the  path  to  profits  that  have 
traditionally  been  overlooked. 

This  valuable  study  costs  you  nothing 
and  you're  under  no  obligation.  To  find  out 
more,  call  your  local  TWA  Air  Freight  Sales 
Office.  Or  fill  out  and  return  the  attached 
coupon. 


Director  -  Freight  Sales 
Trans  World  Airlines 
P.O.  Box  25 
Grand  Central  Station 
New  York,  N.Y.  10017 

Please  contact  me  regarding  an  AFDT  analys 
suitability  of  Air  Freight  for  my  company. 

F-1075 

is  of  the 

NAME 

TITLE 

COMPANY 

PHONE 

ADDRESS 

CITY 

STATE 

ZIP 

Making  it  better. 


TWA 


AIR  FREIGHT 

A   WOULD  WIDE    MARKETAIR    SERVICE 


"I'm  talking  about  jobs 


llllO!' 


"I'd  like  to  set  the  stage  by  telling 
you  about  'a  backward  nation.' 

I'm  talking  about  a  nation  that's 
been  'backward'  in  terms  of  eco- 
nomic growth.  Over  a  long  period 
of  years  that  particular  nation  had 
an  average  economic  growth  rate  of 
only  four  percent  a  year — less  than 
half  the  growth  rate  in  Japan,  and 
seventeenth  among  twenty  leading 
industrial  nations. 

Seventeen  out  of  twenty  in  eco- 
nomic growth?  I  say  that's  'back- 
ward.' 

I'm  talking  about  a  nation  with 
lagging  capital  investment  .  .  .  lag- 
ging economic  growth  .  .  .  lagging 
plant  modernization  .  .  .  and  lagging 
productivity  gains  .  .  .  and  I  say 
that's  a  pretty  fair  description  of  a 
'backward  nation' — a  nation  that's 
falling  behind. 

Well,  I  guess  you  know  what 
country  I'm  talking  about.  It's  our 
country,  the  U.S.A. 

Of  course  we're  still  an  eco- 
nomic powerhouse.  Of  course  we 
still  have  a  sizeable  lead  over  most 
other  countries  in  a  lot  of  respects, 
but  we're  losing  our  lead,  and  fast. 
Relative  to  the  other  major  indus- 
trial nations,  we'r?  moving  back- 
ward. 


I'm  talking  about 
food  on  the  table  and 
goods  in  the  store. 

I'm  talking  about  a 
dynamic  economy  that'll 
bring  a  new  prosperity 
to  this  land." 


These  excerpts  were  taken  from  a  talk  by  Lewis  W.  Foy,  Chairman, 
Bethlehem  Steel,  at  the  Downtown  Rotary  Club,  Washington,  D.C., 
July  23.  1975.  If  you  would  like  a  copy  of  his  entire  talk  (A  Progressive 
Program  for  "A  Backward  Nation"),  fill  in  and  mail  the  coupon  at  right. 


Why?  Because  too  small  a  share 
of  the  nation's  output  is  being  allo- 
cated to  investment.  We  simply 
aren't  plowing  enough  of  our  re- 
sources back  into  productive  enter- 
prise, into  the  engines  of  growth 
and  progress. 

Where  will  new  jobs 
come  from? 

About  a  million-and-a-half  people 
will  be  entering  the  private  labor 
force  every  year  between  now  and 
1980,  and  we  want  to  make  sure 
there  are  jobs  for  them,  and  I  mean 
good  jobs.  But  the  average  invest- 
ment to  create  just  a  single  new  job 
opportunity  is  rising  all  the  time. 
It's  about  $25,000  now,  and  it'll  be 
close  to  $35,000  by  1980. 

You  might  think  about  that  for 
a  moment:  $52V2  billion  in  the  year 
1980,  just  to  create  enough  new  job 
opportunities  for  the  people  coming 
into  the  labor  force  that  year. 

We  won't  get  the  economy  back 
into  gear  unless  and  until  the  pri- 
vate sector  can  generate  the  capital 
funds  needed  for  modernization  and 
growth.  In  the  case  of  my  own  in- 
dustry, that's  something  in  the 
order  of  $5  billion  a  year. 

Corporate  profits  can't  generate 
that  kind  of  money,  not  the  way 
thing  .  have  been  going. 


The  equity  route  is  at  a  dead 
end  these  days,  and  there  are  limita- 
tions to  further  borrowings.  Even  if 
corporate  debt  weren't  at  record 
heights,  there's  the  crowding-out 
effect  of  massive  borrowing  to  cover 
oversized  Federal  deficits. 

Where's  that  private  invest- 
ment capital  coming  from?  How  in 
the  world  is  our  'backward'  nation 
going  to  get  moving  forward  again? 

In  my  opinion  there's  no  way 
to  do  it  without  an  enlightened 
and  coherent  Federal  income  tax 
program. 

A  progressive  program 

I  want  to  urge  just  five  tax-related 
measures  that  are  needed  by  com- 
panies like  mine,  and  industries  like 
the  steel  industry,  and  manufactur- 
ing and  mining  industries  in  gen- 
eral. To  my  way  of  thinking,  these 
five  measures  are  rock-bottom  re- 
quirements. 

First,  I  urge  Congress  to  enact  a 
realistic,  effective  capital  recovery 
system. 

The  guts  of  this  system  has  to 
be  full  and  fast  recovery  of  expend- 
itures for  plant  and  equipment. 
Under  the  present  depreciation  sys- 
tem, we  don't  recover  our  investment 


ij 


fast  enough  to  plow  it  back  into 
more  capital  spending  when,  as 
today,  funds  for  capital  spending 
are  in  short  supply  and  badly  needed. 

And  cost  inflation  makes  mat- 
ters a  lot  worse.  Our  original  cost 
basis  gets  more  ridiculous  every 
year  that  replacement  costs  spiral 
upward.  The  longer  the  period  for 
depreciation,  the  less  we  recover  of 
the  real  costs  of  replacing  our  old 
equipment  with  equivalent  modern 
equipment. 

Second,  what  I've  said  about 
capital  recovery  goes  double  for  the 
capital  we're  putting  into  pollution- 
abatement  facilities. 

Those  facilities  rarely  produce  a 
cent  of  income.  In  fact,  they  incur 
heavy  operating  costs  year  after 
year.  In  such  cases  the  usual  ration- 
ale for  depreciation — recovering  the 
expenditures  out  of  earnings — 
makes  no  sense  at  all.  There  aren't 


any  earnings 
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In  the  past  5  years  alone,  Bethlehem  has 
spent  about  $130  million  for  environmental 
protection  and  pollution  control  equip- 
ment. We  expect  to  spend  more  than  $600 
million  for  such  equipment  during  the  next 
5  years. 


So,  I  recommend — I  urge — -that 
outlays  f or-pollution  control  may  be 
written  off  immediately,  in  the  year 
the  costs  are  incurred,  or  over  any 
period  that  the  taxpayer  elects. 

My  third  recommendation  is 
this:  Let's  stop  playing  games  with 
the  investment  tax  credit.  The  Tax 
Reduction  Act  of  1975  took  a  step  in 
the  right  direction,  but  it's  only  a 
single  step. 


At  last  Congress  acknowledged 
what  we've  known  for  a  long  time, 
that  the  tax  credit  pays  off  in  more 
investment.  So  far  so  good.  Raising 
it  from  seven  to  ten  percent  was  a 
sensible  move,  but  limiting  the  in- 
crease to  two  years  wasn't. 

The  business  community  needs 
certainty  in  order  to  plan  ahead,  and 
we  need  more  than  two  years  for 
long-range  financial  planning. 

Let's  boost  the  tax  credit  to  22 
percent.  And  let's  make  it  permanent. 

That  would  be  another  power- 
ful shot-in-the-arm  for  economic 
growth  and  job  formation,  and  it 
would  lay  the  basis  for  increased 
future  tax  revenues. 

Fourth,  let's  do  something 
about  double  taxation  of  corporate 
profits.  I  mean  taxing  income  when 
earned  by  the  corporation  and  again 
when  it's  received  by  shareholders 
in  the  form  of  dividends. 

Most  other  industrial  nations 
have  systems  that  provide  relief 
from  double  taxation,  and  I  think 
that's  the  way  we  ought  to  go.  In 
the  long  run  it'd  help  open  up  the 
possibility  of  more  capital  forma- 
tion through  sales  of  new  issues  of 
corporate  stock. 

My  fifth  and  final  recommenda- 
tion has  to  do  with  natural  resources 
— mining  and  energy  production. 

I'm  not  suggesting  anything 
new.  All  I  want  to  do  is  urge  the 
continuation  of  the  existing  tax  pro- 
visions— notably,  percentage  deple- 
tion. It's  terribly  important  to  the 
extractive  industries.  It's  been  a 
helpful  feature  of  the  tax  code  for 
more  than  forty  years,  ever  since 
1932. 

Today,  when  the  national  well- 
being  requires  the  greatest  possible 
assurance    of    ample    mineral    raw 


Bethlehem  is  a  major  participant  in  a  joint 
venture  for  taconite  development  in  Min- 
nesota. The  final  tab  is  going  to  be  about 
$300  million,  and  that's  a  lot  of  capital 
right  there. 


materials  and  energy  resources, 
we've  got  to  encourage  exploration, 
development,  and  production.  This 
is  expensive.  It  costs  like  sin.  And 
it's  just  about  the  riskiest  business 
going. 

We've  got  to  move  forward 

The  immediate  and  long-lasting 
payoff  from  these  tax-related  mea- 
sures will  be  nothing  less  than  solid 
economic  growth.  And  I'm  not  talk- 
ing about  benefits  that,  as  some 
people  say,  would  just  'trickle  down' 
to  all  Americans. 

I'm  talking  about  jobs;  I'm  talk- 
ing about  food  on  the  table  and 
goods  in  the  stores;  I'm  talking 
about  a  dynamic  economy  that'll 
build  our  strength  in  world  markets 
and  bring  a  new  prosperity  to  this 
land  and  all  its  people. 

This  is  worth  fighting  for,  and 
I  hope  you'll  join  me  in  letting  Con- 
gress know  where  we  stand !" 
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Public  Affairs  Department,  Room  476 
Bethlehem  Steel  Corporation 
Bethlehem,  PA  18016 

YES,  send  me  a  copy  of  Mr.  Foy's  talk,  A  Progressive  Program  For  "A 
Backward  Nation."  (Reprint  includes  documentation  that  the  U.S.  is 
"backward"  in  terms  of  economic  growth.) 
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Avis  is  a  registered  trademark  of  Avis  Rent  A  Car  System,  Inc.  © 


"I'd  like  to  make  an  obscene  phone  call  to  Bonzo-Rent-A-Car  in  Pepper  Pike,  Ohio." 


Terrific.  You're  now  5  minutes  late  mobiles,  on  the  average,  than  even  make  automobiles,  featuring  those 

for  a  meeting  and  5  miles  from  no-  our  biggest  competitor.  engineered  by  Chrysler, 

where  in  a  broken-down  rent  a  car.       It  only  seems  logical.  The  newer  the  More  importantly,  we're  the  people 

Avis  does  not  want  you  to  go  car  you  drive,  the  fewer  the  problems  of  Avis,tryingharder  and  caring  more, 

through  this.  you're  likely  to  have.  And  part  of  trying  harder  and 

That's  why  Avis  rents  newer  auto-      We're  the  Avis  System,  renting  all  caring  more,  is  renting  newer. 
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Positive  Negativism 

From  time  to  time,  Forbes  finds  itself  criticized  for  being  "too  nega- 
tive." In  faot,  our  occasional  downbeat  stories  act  as  warnings  to  alert 
readers  and  presumably  help  some  people  save  some  money.  Such  report- 
ing is  really  constructive  skepticism. 

That  point  was  hammered  home  by  two  of  last  month's  business  stories. 
Both  articles  had  familiar  rings  to  steady  Forbes  readers.  In  one,  the  Se- 
curities &  Exchange  Commission  won  a  wide-reaching  consent  agreement 
from  First  Mortgage  Investors.  The  suit  was  the  first  by  the  SEC  against 
a  real  estate  investment  trust  since  that  industry  boomed  (and  then  bust- 
ed lots  of  its  shareholders).  You  needn't  read  the  suit;  the  main  charges 
were  printed  in  Forbes  under  the  title  "Horror  Story"  back  on  Feb.  1. 

The  second  bit  of  dejd  vu  concerns  another  suit  filed  by  New  York  City's 
Teachers  Retirement  System  against  one  of  its  investment  managers.  The 
suit  alleges  that  the  manager 


CONFIDENCE  GAME 

Penn  Life  stock  sank  mainly  for  one  reason:  Institutional  investors  lost 
confidence  in  management  when  it  tried  to  acquire  National  General 


MERGER  ANNOUNCED 


DECLINE  REPORTED 


We  ran  this  in  1973;  Penn  Life  is  now$1. 


unnecessarily  lost  Teachers' 
money  by  holding  two  stocks 
—Singer  Co.  and  Pennsylvania 
Life  Co.  The  suit  says  it  was 
common  knowledge  that  both 
were  in  trouble. 

We  can't  say  how  "com- 
mon" the  knowledge  was,  but 
regular  Forbes  readers  knew 
it.  Way  back"  on  Aug.  1,  1971 
we  reported  that  Singer 
Chairman  Donald  Kircher, 
who  last  month  took  a  leave 
of  absence  because  of  illness, 
had  only  made  his  company 
"big— and  so  far,  not  very 
profitable."  We  added:  "Sing- 
er's moves  have  brought 
mostly  grief."  Then  on  Sept. 
15,  1974  we  looked  again  and  pronounced  Singer  "a  sick  company." 

The  story  is  much  the  same  with  Pennsylvania  Life,  except  that  when 
we  got  at  this  oveipromoted  company  on  Mar.  1,  1973,  the  market  had 
already  lowered  the  stock  from  around  $30  to  about  $7.  It's  now  $1. 

The  lawsuit,  which  we  mention  on  page  21,  is  complicated  because 
Teachers'  money  manager  did  a  good  job  overall.  But  the  point  remains: 
The  bad  news  we  reported  was  good  news— for  alert  readers. 


One  of  an  army  of  Ernest  Gallo's  ex-employees  summed  it  up:  "After 
him,  I  could  work  for  Howard  Hughes."  Gallo,  the  scowling  head  of  the 
world's  largest  winery— E.  &  J.  Gallo  Winery— is  one  of  the  most  difficult 
men  Forbes  has  ever  written  about.  Our  Gallo  story  begins  on  page  24. 

To  call  Gallo  supersecretive  is  to  engage  in  understatement.  He  agreed 
to  his  first  face-to-face  interview  in  seven  years  only  after  exchanging  let- 
ters with  the  writer,  Senior  Editor  Frank  Lalli,  for  thioe  years.  Still,  he 
postponed  the  meeting  for  two  weeks.  Then  he  claimed  that  Lalli  showed 
up  on  the  wrong  day,  answered  questions  in  monosyllabic  generalities  for 
20  minutes  and  then  abruptly  declared:  "Let's  terminate  the  interview." 

Then,  strangely,  friends  of  Gallo  eavesdropped  on  Lalli  in  a  restaurant; 
a  trade  paper  agreed  to  but  failed  to  send  a  story  on  Gallo;  a  Modesto  news- 
paper declined  to  send  "touchy"  photos  and  some  sources'  memories 
dimmed.  Later,  by  phone,  Gallo  answered  only  part  of  our  fact-checking 
questions,  refusing  to  divulge  even  his  executives'  names,  ages  and  titles. 

Lalli,  nonetheless,  pieced  together  the  first  in-depth  look  at  the  private- 
ly held,  $500-million  Gallo  empire  with  months  of  diligent  digging,  and 
also  by  relying  on  a  transcript  of  Gallo's  last  face-to-face  interview  in  1968 
—with  another  Forbes  senior  editor,  Stephen  Quickel.   ■ 


LARGE  CASH  RETURN 

from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANDS 


•     • 


•     • 


The  United  States  Department 
of  the  Interior  (Bureau  of  Land 
Management)  holds  non-com- 
petitive public  drawings  each 
month  to  afford  all  citizens  over 
the  age  of  21  years  an  equal 
opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by 
the  Federal  Government. 

A  $20.00  tax  deductible  filing  fee 
could  return  you  a  sum  exceeding 
$75,000.00  immediately,  plus  a  pro- 
duction payment  exceeding  one  mil- 
lion dollars  for  possible  future  in- 
come. 


For  further  information  on  how  you 
can  intelligently  participate  in  the 
government  sponsored  program,  con- 
tact: 

MAX  WILSON,  INC. 

P.O.  Drawer  1978— FO 

Roswell,  New  Mexico  88201 

Toll  Free  Number  800-545-7955 
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An  Investment  Letter 

Written  By  A  Professional  Trader 

-Not  A  Professional  Writer. 

THE  "PJN  SCALPERS*  VIEWPOINT" 


A  no-punches-pulled  look  at  stocks, 
commodities,  options  and  currencies 
through  the  eyes  of  a  trader.  A  letter 
with  the  "Scalpers*  Viewpoint"  that 
tells  you  how  to  act— not  react,  what 
to  trade  and  when,  and,  most  impor- 
tant, how  to  take  advantage  and 
profit  from  others  lack  of  these 
qualities. 
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Trends  &Tangents 

Foreign 

Domestic  Row 

An  embarrassing  crack  has  devel- 
oped in  the  British  government's  "buy 
British"  campaign  to  reduce  high- 
priced  imports.  Wedgwood  and  Roy- 
al Doulton,  two  manufacturers  of  fine 
English  china,  were  incensed  to  learn 
recently  that  the  House  of  Commons 
catering  department  had  placed  an  or- 
der for  $42,000  worth  of  Rosenthal 
tableware  for  its  dining  room.  Rosen- 
thal, a  West  German  company,  says 
it  omitted  the  usual  "Made  in  Ger- 
many" inscription  from  the  bottom  of 
the   china  at  the  customer's   request. 


Business 

Arms  Spending  Spiral 

World  spending  on  armaments  to- 
taled $210  billion  in  1974,  twice  the 
1950  level  in  constant  prices,  reports 
a  Swedish  study  group.  A  geometric 
progression  in  the  destructive  force 
of  the  world's  arsenals  has  also  oc- 
curred, thus  the  sum  of  the  explosive 
power  of  the  tactical  nuclear  weapons 
deployed  in  Europe  alone  is  estimated 
at  over  30  times  the  combined  total 
exploded  in  World  War  II,  Korea  and 
Vietnam.  The  U.S.  and  the  Soviet 
Union  are  by  far  the  largest  spend- 
ers on  weaponry,  but  Third  World  na- 
tions are  closing  the  gap.  The  Third 
World  accounts  for  17%  of  military 
spending,  nearly  triple  its  6%  share  in 
1954.  The  study  puts  worldwide  mil- 
itary research  and  development  ex- 
penditure at  $25  billion— four  times 
global  spending  on  medical  research— 
and  employment  at  over  400,000 
scientists  and  engineers,  or  about  half 
the  world's  technical  force. 

The  Law  And  The  Sun 

Solar  energy  may  one  day  solve  the 
fuel  shortage,  but  it  will  also  create  a 
new  legal  dilemma:  Who  has  rights 
to  sunlight?  Asserting  property  rights 
to  the  sky  is  nothing  new— witness  the 
800-year-old  doctrine  of  "ancient 
light."  In  the  U.S.  the  law  provides 
that  the  surface  owner  has  a  right  to 
receive  light  from  that  area  of  the  sky 
directly  above  his  property.  But  the 
practice  of  past  centuries  may  not 
serve  in  the  era  of  solar  energy  since 
tall  buildings  block  the  sunlight  from 
the  roofs  of  smaller  buildings. 

Burn  It  On  The  Spot 

Collecting  trash  and  hauling  it 
away  are  not  sophisticated  techniques, 
but  thev  account  for  75%  of  the  cost 


of  solid- waste  disposal.  Getting  rid 
of  it  all  on  the  spot,  by  using  a  pyroly- 
tic  incinerator  and  recovering  the  heat 
generated,  could  mean  considerable 
savings  for  many  companies  and  in- 
stitutions. In  the  three-stage  pyroly- 
tic  process,  any  combustible  waste 
matter  is  partially  burned  to  yield 
gaseous  products  and  a  carbon  char. 
The  secondary  gases  are  then  ignited 
and  the  char  burned  out  on  the  in- 
cinerator hearth,  with  the  resultant 
heat  channeled  back  into  plant  op- 
erations. The  process  yields  no  smoke 
or  odor,  and  emissions  are  well  within 
existing  standards. 

Who's  To  Blame? 

Bank  robberies  were  up  over  50% 
in  the  past  year,  to  a  record  4,262, 
according  to  a  recent  FBI  report.  And 
the  robbers  got  away  with  more  than 
$35  million.  Bankers  blame  recession 
for  the  dramatic  rise,  but  Congress 
blames  the  bankers  themselves.  Rep- 
resentative Henry  Reuss  (Dem., 
Wis. ) ,  chairman  of  the  House  Bank- 
ing Committee,  finds  it  "difficult  to 
believe"  that  banks  are  doing  every- 
thing necessary  to  prevent  crime,  since 
most  robberies  occur  at  open-counter 
teller  stations.  He  will  hold  hearings 
this  fall  to  see  if  federal  protection 
standards  are  being  upheld  and  to  see 
if  they  need  tightening.   ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  □  1  year  $15.00 
D  3  years  $30.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  orders, 
add  $4  a  year;  other  foreign,  add  $9 
a  year. 
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\bu  haven't  outgrown  your  big  computer. 

It  just  needs  a  little  help. 


There's  no  reason  for  you  to  go  through 
he  trauma  of  pulling  out  your  big  computer  and 
utting  in  an  even  bigger  one.  You  can  get  your 
>ig  computer  a  little  assistant.  A  small  computer 
rom  Data  General. 

Haggar  Slacks  brought  in  a  Data  General 
:omputer  to  help  out  their  big  computer  for  a  lot 
ess  than  it  would  have  cost  to  upgrade.  Our 
omputer  took  over  a  job  called  "Pattern  Layout 
Dptimization"  (The  computer  figures  out  how 
o  get  the  most  slacks  out  of  every  bolt  of  cloth. ) 

The  Data  General  computer  did  the 
ob  exactly  like  the  big  computer.  Just  as  fast. 
Just  as  efficiently.  But  at  a  cost  so  much  lower 
that  it  paid  for  itself  in  less  than  two  years. 

And  at  the  same  time,  our  computer 
took  a  heavy  load  off  the  big  computer.  So 
instead  of  upgrading,  Haggar  could  keep  their 
big  computer  right  where  it  was. 

Lowe's  Companies  (a  group  of  130 
building  materials  stores)  put  our  computers  in 
their  stores  so  their  salesmen  could  get 
instantaneous  prices  and  stock  levels.  And  our 
computer  cost  a  third  less  than  the  IBM  370  it 
would  have  Jtaken  to  do  the  job. 


One  of  the  largest  banks  in  the  Northeast 
put  a  Data  General  computer  in  their  trust 
department  to  give  their  portfolio  officers  access 
to  vital  investment  information  in  their  large  IBM 
computer.  And  our  computer  does  the  job  for  much 
less  than  the  communications  costs  incurred 
when  the  large  computer  did  it  alone. 

There  are  hundreds  of  other  ways  you 
can  profitably  use  Data  General  computers. 
Sixteen  of  them  are  described  in  our  brochure, 
"The  Sensible  Way  to  Use  Computers!' 

Write  for  a  copy. 

You  may  discover  that  instead  of 
upgrading  to  a  bigger  computer,  you'll  be  better 
off  buying  a  small  one. 
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DataGeneral 


Data  General,  Dept.H,  Route  9,  Southboro,  Mass.  01  772  (61  7)  485-9100.  Data  General  (Canada)  Ltd.,  Ontario. 
Data  General  Europe,  I  5  Rue  Le  Sueur,  Pans  75116,  France.  Data  General  Australia,  Melbourne  (03)  82- 1  361  /Sydney  (02)  908- 1  366. 


...We  get  people  talking  (To  23,000,000  people  we're 
the  telephone  company).. .We  brighten  their  lives 
(Sylvania  lighting  for  home,  industry  and  photo- 
graphy )...We  entertain  them  (Sylvania  color TVand 
stereo)...and  we  serve  their  needs  in  a  lot  of  other 
ways:  street  lighting,  microwave  systems,  earth  sta- 
tions for  Comsat,  electronic  telephone  equipment, 
powder  metallurgy,  specialtytnorganlc  chemicals, 
television  picture  tubes,  data! transmission,  quad- 
raphonic receivers, circuit  breakers,  telephone  di- 
rectories, mine-drilling  bits,  printed  c/ircuit  boards, 
alumina  ceramics,  motor  control  centers,  electrical 
metering  equipment, electroni-v  security  systems, 
tungsten  wire,  video  terminal!,  prelector  lamps, 
welding  electrodes, Sun  ^«m  mlbvieflights, airport 
electronics,  automotive  s|elc|ctro-optic  sys- 

tems, digitaL^^^n  H  trlnsceivers. 


General  Telephone  &  Electronics, 
One  Stamford  Forum,  Stamford,  Conn.  06904 


...We're  General  Telephone  &  Electronics,  a  growing 
concern  for  your  growing  needs. 


Readers  Say 


Nuclear  Power 

Sir:  Your  article  on  nuclear  pow- 
er ("Don't  Confuse  Us  With  The 
Facts,"  Sept.  1)  is  clear,  concise,  and 
I  believe  it  to  be  correct.  As  a  state 
regulator  for  the  past  five  years,  it 
has  been  my  sad  experience  to  watch 
the  energy  dilemma  steadily  engulf 
our  country. 

—Donald  H.  Brazier 

Chairman, 

Washington  Utilities  and 

Transportation  Commission 

Olympia,  Wash. 

Sir:  Separating  emotionalism  from 
facts  is  a  virtue  seldom  found  in  ar- 
ticles surrounding  the  nuclear  issue. 

--Daniel  W.  Kane 

President, 

Council  on  Energy  Independence 

Chicago,  111. 

Sir:  It  is  amazing  what  a  compre- 
hensive review  of  available  facts  and 
not  rhetoric  can  do  to  change  one's 
opinion.  I'm  now  in  favor. 

—Thomas  Farnsworth 

Director, 

Academic  Achievement  Centers,  Inc. 

Warwick,  R.I. 

Sir:  I  still  believe  it  is  only  a  ques- 
tion of  time  before  one  of  those  plants 
runs  wild.  The  suffering  and  loss 
would  be  unthinkable. 

—George  R.  Bell 
Chicago,  111. 

Sir:  It  is  no  great  mathematical 
feat  to  calculate  the  lifetime  uranium 
requirements  for  the  existing  nuclear 
plants  and  those  now  under  construc- 
tion. These  amount  to  more  than 
three  times  the  known  reserves.  In 
view  of  our  lack  of  success  in  finding 
significant  quantities  of  uranium  in 
the  past  three  years,  it  is  time  to  re- 
assess the  nuclear  program. 

—Raphael  G.  Kazmann 

Prof,  of  Civil  Engineering, 

Louisiana  State  Univ. 

Baton  Rouge,  La. 

Sir:  It  is  not  necessarily  so  that 
the  uses  of  solar,  tidal  and  wind  en- 
ergy are  decades  away.  There  has  not 
been  adequate  emphasis  on  the  use 
of  these  sources.  Could  that  be  be- 
cause the  big  energy  companies  have 
no  chance  of  making  large  profits 
from  them? 

-W.B.  Bernard 
Sarasota,  Fla. 

Sir:  You  compare  "antinukes"  to 
the  Anti-Saloon  League  and  Prohibi- 


tion. Our  No.  One  drug  problem  to- 
day among  adults  as  well  as  children 
is  alcohol,  not  the  other  "hard"  drugs. 
Based  on  your  analogy,  nuclear  plants 
will  not  be  our  salvation  but  instead 
will  be  our  No.  One  nuclear  problem 
in  the  future. 

—Donna  L.  Gruenbeck 
Port  Salerno,  Fla. 

Good  For  Going  Backwards 

Sir:  Greatly  enjoyed  your  astute 
comments  about  the  Corn  Products 
name-return      ("Hurray     For     Going 


Backwards,"  Fact  6-  Comment,  Sept. 
1).  Reason:  We  are  the  agency  that 
braved  the  uncharted  and  dangerous 
waters  of  corporate  ego  in  bringing 
this  suggestion  to  CPC  International. 

—Jack  Trout 

Ries  Cappiello  Colwell  Inc. 

New  York,  N.Y. 

Sir:     Both    President    Jack    Regan 

and    I    are    greatly    amused    at    your 

comments.   Being  the  culprit  for  the 

Marlennan  name,  I  can  only  join  with 

(Continued  on  page  103) 


The  copymaker 

the  giant  is  trying 

to  copy. 


It's  easy  to  see  why  they're  trying. 
Because  today's  customers  know 
about  the  big  savings  potential 
in  copying  larger  quantities  of 
multi-page  documents. 

So  the  giant  made  a  machine 
for  this  volume  copying  market. 
Because  it  can  copy  first  on  one 
side  of  the  paper  and  then  the 
other,  it  can  save  50%  on  paper. 

Our  AM  4875  "Both  Sides  Now" 
Copymaker  also  saves  50%  on 
paper.  Then,  in  addition,  it  saves 
•you  50%  on  costly  machine  and 
operator  time.  Because  it's  the 
only  high-volume  plain-paper 
copymaker  that  prints  on  both 
sides  in  one  pass. 


In  the  things  that  really  matter 
— speed,  copy  quality,  dependa- 
bility, job  completion  time,  and 
cost  per  copy,  our  "Both  Sides 
Now"  Copymaker  has  no  equal. 
Try  as  they  may,  no  one  has  yet 
been  able  to  duplicate  the  value 
it  delivers. 

To  see  the  AM  4875  in  action, 
call  your  nearby  Multigraphics 
Sales  Office.  Or  write  Dept.  M, 
1800  W.  Central  Road, 
Mt.  Prospect,  111.  60056.         Q 

We  make  you  look  better  on  paper. 

A 

ojl   ADDRESSOGRAPH  MULTIGRAPH 
£kJ  multigraphics  division 


IT'S  VERY,  VERY  FAST. 


6  HOURS  AT  17.000 

IMPRESSIONS  AN  HOUR 

AND  NO  JAMS.  .  . 


IT  COPIES 

BOTH  SIDES 

IN  ONE  PASS. 

/ 


THE  OPERATOR  CAN 
HANDLE  ALMOST 

EVERYTHING 
FROM  ONE  SPOT. 
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Delta  is  an  air  line  run  by  professionals, 
like  Torn  Sineath.  He  has  had  a  busy 
career  with  Delta.  He's  worked  in 
cabin  service,  behind  the  ticket  counter, 
at  the  boarding  gate,  handling  many 
thousands  of  travelers. 

Now  Tom  is  a  Delta  Passenger  Service  Agent 
And  he's  ready  for  anything.  A  bewildered  tourist 
who  speaks  no  English.  A  rock  group  with  a  ton  of 
instruments.  A  14*year -old  who  lost  her  purse  with  her 
ticket  in  it. 

Tom's  job  is  helping  people  get  where  they're  going.  And 
when  it  comes  to  people,Tom  Sineath~like  all  the  other 
28,000  Delta  professionals  - 
couldn't  care  more. 

Delta  is  ready  when  you  are.         ^  a 


This  is  Delta's  Wide-Ride" 1-101 1  TriStaf.  an 
S18  million  superjet.  Cabins  are  almost  19  feet 
wile.  All  250  seats  are  two-on-the-aisle. 


"With  all  thy  getting  get  understanding' 


Fact  and  Comment 


UNEMPLOYMENT  MUST   SOAR 


in  the  rapidly  multiplying  bureaucracy  on  national,  state 
and  local  levels  that  "administer"  multiple  welfare  programs. 

The  Nixon  Administration  would  be  remembered  for 
more  than  Watergate  if  it  had  succeeded  in  putting 
through  its  briefly  proposed  but  promptly  abandoned 
proposal  for  a  guaranteed  minimum  family  income. 

We're  doing  exactly  that  anyway— but  at  about  five 
times  the  cost  and  with  about  37  times  the  administrative 
bureaucracy*  that  a  simple  minimum-income  program 
would  involve.  On  the  federal  level  there  is  AFDC  (Aid 
to  Families  with  Dependent  Children)  now  costing  $4.5 
billion  a  year;  SSI  (Supplemental  Security  Income)  cost- 
ing $5.5  billion;  food  stamps  costing  some  $4  billion;  the 
National  School  Lunch  Program  at  $1.8  billion. 

On  top  of  that  there  are  assorted  state  supplemental  aid 
programs  and  city  welfare  operations  whose  extent  and 
inquisitiveness  almost  defy  comprehension.  New  York  City's 
welfare  programs,  for  instance,  will  cost  around  $2.8  bil- 
lion this  year. 

•According  to  M.O.B.G. 


Former  Secretary  of  Health,  Education  and  Welfare 
Caspar  Weinberger  put  it  simply  and  well: 

".  .  .  substitute  a  simple  cash  grant,  based  on  need, 
measured  by  income,  and  payable  only  to  those  who  meet 
a  strong  work  requirement  if  they  are  able  to  work.  Those 
with  incomes  above  the  figure  set  by  Congress  would  pay 
taxes.  The  amount  of  cash  supplement  received,  like  the 
amount  of  taxes  paid  today,  would  vary  with  the  income 
level  of  the  family."  (Forbes,  Aug.  15,  p.  13. ) 

Literally,  tens  of  thousands  of  people  are  administering, 
monitoring  and  mucking  up  a  myriad  of  existing  welfare 
schemes,  adding  incalculably  to  the  cost. 

From  the  totally  new,  straightforward  operation  outlined, 
the  savings  would  be  in  the  $billions,  and  the  families 
involved  would  have  at  least  some  measure  of  privacy  and 
pride,  incentive  and  initiative. 

The  sheer  unworkableness  and  the  unaffordability  of 
present  welfare  programs  make  the  minimum  family  in- 
come the  only  way  to  go. 

It's  an  idea  whose  time  has  come. 


TO  KEEP  IN  TOUCH,  THE  PRESIDENT  DOESN'T  HAVE  TO  TOUCH 


President  Ford  should  forgo  the  lift  he  gets  from  im- 
promptu crowd-mingling  and  handshaking  as  he  proceeds 
along  previously  announced  routes  during  his  constant 
travels.  "He  and  we  were  just  plain  lucky  that  that  crazy 
woman's  pistol,  a  couple  of  feet  from  him,  didn't  fire. 

This  flesh-pressing  has  nothing  to  do,  except  literally, 
with  "keeping  in  touch  with  the  people."  Mr.  Ford's  image 


as  a  moderate,  modest  man  genuinely  fond  of  his  fel- 
lows come  through  without  impulsive  handclasping.  He 
needs  to  shake  thousands  of  hands  like  he  needs  a  hole 
in  the  head— which  he  could  clearly  get  if  he  continues  to 
indulge  in  this  dangerous  foolishness. 

I  hope  the  President  will  now  set  a  mature  precedent 
for  other  Presidents  to  follow. 


HENRY  SCORES   AGAIN 


Score  another  one  for  Kissinger,  a  mighty  big  one,  a 
most  important  one.  The  agreement  reached  against  im- 
possible odds  between  Israel  and  Egypt  can  do  much  to 
defuse  the  continuously  explosive,  four-times  exploded 
Middle  East  battleground. 

The  oiil\  way  there  can  be  peace  there  is  when  its 
neighbors  accept  that  Israel  is  there  to  stay.  This  agree- 


ment is  a  critical  first  step  along  a  path  that  might  lead 
to  a  solution  that  doesn't  require  another  war. 

Dumping  on  Henry  in  recent  months  has  become  al- 
most as  popular  as  Hurrahing  for  Henry  was  in  his  earlier 
Washington  years.  To  the  surprise  of  most  of  us,  he's 
kept  his  footing  as  well  when  buried  in  opprobrium  as 
when  inundated  with  adulation. 
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I'M  GLAD  FORD  MOTOR'S   FIGHTING 

the  immensely  expensive  and  stupidly  iniquitous  order  by  wide  authority  to  administrative  federal  agencies  original- 
Transportation   Department   to   recall   600,000    1968  ly  set  up  with  sound  purpose  and  good  intentions, 
and  1969  cars  for  an  alleged  "seat  defect."  Authority  inevitably  seems  to  breed  arrogance.  When 
It  is  exactly  such  abuse,  misuse  of  power  by  govern-  you  combine  those  two  with  ignorance,  the  results  are 
ment  agencies  that  often  makes  it  so  perilous  to   grant  dangerous. 

NOT  WHEN,   BUT  IF      < 


Recently,  my  wife  and  I  and  most  of  our  young 
(that's  getting  to  be  a  relative  term  rather  than 
a  descriptive  one)  had  a  delightful  visit  to  St. 
Louis,  in  the  course  of  which  we  had  the  stimu- 
lating good  fun  of  talking  with  "Mr.  Mc."  This 
scrappy  plane  genius  founded  McDonnell  Air- 
craft and,  by  merging,  saved  Douglas  when  a 
cash  shortage  threatened  that  great  company's 
survival. 

While  we  were  talking  with  his  nephew,   Sandy   Mc- 
Donnell,   now  CEO    of    McDonnell    Douglas,    Mr.    Mc 


popped  in  from  his  adjacent  office  and  comment- 
ed with  twinkling  insightfulness  about  the  air- 
craft industry,  the  economy  and  the  world  at 
large. 

At  dinner  that  evening,  Gussie  Busch,  who's 
had  a  ball  making  Budweiser  the  nation's  No. 
One  brew,  said  of  St.  Louis'  other  Leading  Char- 
acter, Mr.  Mc,  "When  there  is  any  necessity  to 
refer  to  the  possibility,  he  never  says  'When  I 
die'— it's  always  'If  I  die'." 

Now  that's  what  I  call  Positive  Thinking. 


SIGN   SEEN  OUT  WEST 

THE  STEAK  PIT 

T-Bone  75tf 
with  meat,  $7.95 


GEE,   MAYBE  THERE' 

In  the  June  1  appeared  this  wee  editorial  observation: 

SORRY,  FOLKS 

I  have  it  on  good  authority  that  vitamin 
E  in  quantity  doesn't  do  the  principal 
thing  gobblers   gobble   it  for.    Shucks. 

Along  with  a  hefty,  extensively  annotated,  footnoted  250 
pages  of  extract  from  the  American  Journal  of  Clinical 
Nutrition,  entitled  "International  Symposium  on  Vitamin 
E,"  I  received  a  letter  from  Dr.  S.  Burton  Lee,  saying: 
"My  division  of  General  Mills  is  one  of  the  largest  pro- 
ducers and  marketers  of  natural  and  synthetic  vitamin  E 
in  the  world.  I  would  appreciate  learning  from  you  what 
or  whom  your  "good  authority"  is,  and  also  what  is  the 
"principal  thing  gobblers  gobble  it  for." 

Now  it's  hard  to  believe  that  the  good  doctor  at  Gen- 
eral Mills  doesn't  really  know  that  vitamin  E's  widely 
rumored  value,  along  with  oysters,  is  a  prime  reason  for 
widespread  layman  E  consumption. 

Looking  through  this  enormous  avalanche  of  research 
for    anything    that   would   back    up    this    widespread    as- 


S  HOPE  AFTER  ALL 

sumption,    I   could   only   find   the   following   bits   of   pos- 
sible illumination  on  the  point: 

The  objective  was  to  determine  the  amount  of  d-a-to- 
copheryl  acetate  needed  for  successful  reproduction  in  rats 
at  various  ages,  of  different  parities,  and  at  several  levels 
of  vitamin  A  supplementation.  The  median  fertility  dose 
was  determined  by  using  the  resorption-gestation  bio- 
assay  of  Mason  and  Harris.  Neither  the  number  of  pre- 
vious pregnancies  nor  level  of  vitamin  A  supplementation 
had  a  significant  effect  on  the  vitamin  E  requirement. 
The  vitamin  E  requirement  for  rats  9  to  11  weeks  old  was 
set  as  the  standard.  The  requirement  for  rats  43  to  45  weeks 
old  was  11  times  the  standard,  and  that  for  rats  59  weeks 
old  was  67  times  the  standard.  The  vitamin  E  requirement 
for  prevention  of  erythrocyte  hemolysis  ( a  measure  of  ab- 
sorption) in  rats  71  to  72  weeks  old  was  three  times  that 
for  rats  9  to  11  weeks  old.  Therefore,  the  large  increases  in 
the  vitamin  E  requirement  of  rats  of  increasing  age  were 
not  due  to  decreased  absorption  in  the  older  rats.  It  is  con- 
cluded that  the  vitamin  E  requirement  for  reproduction 
in  the  rat  increases  markedly  with  an  increase  in  age  but 
is  not  affected  by  different  parities  or  by  vitamin  A 
supplementation. 

As  for  the  "good  authority"  referred  to,  I  can  only  88) 
that  he  speaks  from  disappointed  experience. 

Anyway— if  I  rightly  interpret  the  above  extracts— if 
it  works  for  rats,  maybe  there  is  still  hope  for  the  rest  oi  us. 


A  GREAT  LINE 

Mrs.  Katherine  Warren,  one  of  Newport's  aging  arch-      she  doesn't  deserve  credit  for  her  good  woiks.  replied:  "I'm 
duchesses,  when  asked  by  newsman  Alden  Whitman  why      just  replacing  some  of  the  divots  I've  dug  up  in  m\   time 


WHEN  YOU  CAN'T  CHANGE 

don't  fret. 
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WHAT  YOU  CAN'T  CHANGE 

don't  sweat. 

-Malcolm  S.  Forbes, 

Editor-in-Chief 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F 


What's  a  Poofkie? 

In  our  discussion  of  the  criminal 
indictment  of  James  Corr  III  on  42 
counts  for  allegedly  conspiring  to 
manipulate  Jerome  Mackey  Judo 
stock,  we  expressed  puzzlement  at 
Mr.  Corr's  reference  (as  cited  in  the 
indictment)  to  something  being  "like 
a  poofkie."  What,  we  wondered,  was 
a  poofkie? 

Our  favorite  definition  comes  from 
a  gentleman  named  S.P.  Gislason. 
Writes  he: 

"Lars  and  Ben  are  friends.  Lars 
goes  to  Ben's  home  and  offers  Ben's 
wife  $500  to  go  to  bed  with  him.  She 
accepts  and  the  transaction  is  con- 
summated. Ben  comes  home  and 
asks,  'Did  Lars  leave  the  $500  he 
owed  me?' 

"That,  Alan,  is  a  poofkie." 

—Alan  Abelson,  Barron's. 

I\o  Revelations,  Please 

A  portrait  is  not  a  fact;  it  is  a 
symbol.  Portraits  are  illusions.  But 
whatever  they  are,  they  are  not,  and 
no  one  wants  them  to  be,  the  truth. 
A  suggestion  of  the  truth,  to  be  sure, 


is  what  is  asked  for— a  reminder  of  it, 
not  a  revelation.  Only  truly  vain  men 
and  women  want  to  be  portrayed  as 
they  are. 

—Russell  Lynes, 
Architectural  Digest. 

Biographic  Ghouls 

.  .  .  After  all,  how  better,  finally,  to 
steal  someone's  soul  than  by  re-creat- 
ing him  on  paper  or  film  or  canvas, 
or  in  bronze,  with  good  will  and  fine 
intentions  and  a  certain  regard  for 
technical  accuracy— but  not  quite 
right? 

-Michael  J.  Arlen, 
The  New  Yorker. 

Six-Pack  vs.  14  Gallon  of  Gas 

Energy  conservation  could  involve 
changes  in  individual  behavior,  and 
critics  of  conservation  are  quick  to 
suggest  that  what  is  implied  here  is  a 
return  to  a  primitive  existence. 

In  a  society  that  uses  its  5,000- 
pound  automobiles  for  half-mile  round 
trips  to  the  market  to  fetch  a  six- 
pack  of  beer,  consumes  the  beer  in 
buildings  that  are  overcooled  in  sum- 


mer and  overheated  in  wintei,  and 
then  throws  the  aluminum  cans  away 
at  an  energy  loss  equivalent  to  a  third 
of  a  gallon  of  gasoline  per  six-pack, 
this  "primitive  existence"  argument 
strikes  me  as  the  most  offensive  kind 
of  nonsense.  .  .  . 

The  notion  of  a  one-to-one  link  be- 
tween energy  use  and  well-being  is 
the   most   dangerous   delusion   in   the 
energy-policy    arena.    Sweden,    Den- 
mark and  Switzerland  all  had  higher 
gross  national  products  per  capita  in 
1974  than  did  the  United  States,  de- 
spite  energy  use  per   capita   around 
half  that  in  the  United  States  or  less. 
—John  P.  Holdren, 
Assistant  Professor  of  Energy, 
University  of  California, 
Berkeley. 

How  To  Be  Remembered 

If  you  let  a  possible  donor  hold 
a  tarantula,  he'll  never  forget  the 
Museum. 

—Dr.  Jerome  G.  Rozen  Jr., 

Deputy  Director  for  Research, 

American  Museum  of 

Natural  History. 


INFLATION  IS  BEING  CURBED 

by  M.S.  Forbes  Jr. 


Despite  the  recent  spurts  in  the 
Consumer  and  Wholesale  Price  in- 
dices, the  fight  against  inflation  is 
not  being  lost.  All  the  fundamen- 
tals are  against  a  repeat  of  1973- 
74.  As  long  as  the  Government  and 
the  Federal  Reserve  avoid  the 
temptation  "to  do  something  more" 
to  stimulate  the  economy,  inflation 
will  decline,  though  not  in  an  unin- 
terrupted downward  slope. 

Steel  companies,  aluminum  com- 
panies and  others  can  announce 
price  increases,  but  making  those 
hikes  stick  for  long  when  the  econ- 
omy is  operating  at  70%  capacity 
wiU  be  no  easy  task.  Seared  by 
last,  year's  shortages,  buyers  may 
initially  go  along  with  the  increases 
on  the  premise  that  keeping  sup- 
pliers happy  is  good  insurance 
when  shortages  reappear. 

But  when  will  shortages  reap- 
pear? Not  for  a  couple  of  years  at 
least.  Only  by  the  beginning  of 
1977.  will  real  GNP  reach  1973 
levels,  and  meanwhile,  most  indus- 
tries will  have  added  on  new  ca- 
pacity. Under  such  circumstances, 
how  long  can  customers,  who  are 
facing  profit  squeezes  themselves, 
be  expected  to  pay  premium  prices 


to  avoid  shopping  around  for  lower 
quotes? 

On  the  food  front,  our  grain  crop 
broke  all  records.  We  will  not  face 
the  shortages  of  1972-73,  even 
with  major  sales  abroad. 

The  Organization  of  Petroleum 
Exporting  Countries  may  soon  raise 
oil  prices  (at  least  quoted  oil 
prices)  by  up  to  10%.  That  10%, 
however,  is  a  far  cry  from  the  qua- 
drupling that  took  place  after  the 
embargo.  Fuel  makes  up  only  4%  of 
the  Consumer  Price  Index  and  10% 
of  the  Wholesale  Price  Index.  An 
OPEC-induced  bulge  in  our  infla- 
tion rate  will  not  be  great  and 
should  run  through  the  indices  in  a 
few  months. 

The  Government's  voracious  ap- 
petite for  cash  has  shot  up  interest 
rates,  but  the  torrid  pace  of  bor- 
rowing should  slow  significantly  by 
early  next  year  through  seasonal 
factors  alone.  Moreover,  as  the 
economy  picks  up  speed,  the  Gov- 
ernment will  pick  up  more  tax  re- 
ceipts. Short-term  rates  should  be 
sliding  by  year-end. 

In  an  economy  as  large  and  di- 
verse as  ours,  it  is  naive  to  expect 
inflation  to  decline  in  neat,  month- 


ly steps.  Remember,  in  1971  the 
fight  against  inflation  seemed  as 
discouraging  as  it  does  today.  In 
the  first  quarter  of  that  year  prices 
rose  at  only  half  the  pace  of  1969. 
Yet  in  the  second  quarter  whole- 
sale prices  jumped  at  a  faster  clip 
than  the  previous  1969  high,  and 
so  did  many  components  of  the 
Consumer  Price  Index. 

With  an  election  coming  up  and 
the  dollar  collapsing  abroad,  the 
Nixon  Administration  slapped  on 
wage  and  price  controls.  In  retro- 
spect, it  is  obvious  that  the  infla- 
tionary trend  was  downward,  that 
the  only  positive  contribution  of 
controls  was  dampening  inflation- 
ary expectations.  Today,  controls 
wouldn't  even  do  that. 

There  are  no  quick,  dramatic, 
bold,  unprecedented  moves  that 
will  break  this  inflation's  back.  A 
fact,  fortunately,  recognized  by 
both  President  Ford  and  Arthur 
Burns.  Their  present  policy  of  no 
quick  fix,  of  steady  as  you  go,  is 
working— not  dramatically,  but 
enough  to  show  inflation  visibly 
slowed  by  late  next  year. 

Happy  coincidence:  That's  just 
around  election  time. 
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Pitcher,  capacity  26  ounces,  $155.00  •   Snipe,  length  8V4  inches,  $155.00  each  •  Owls,  height  5  inches,  $210.00  each 


How  to  start  a  Steuben  tradition 

Give  a  different  crystal  piece  every  Christmas,  every  year. 
You  II  give  a  brilliant  Steuben  collection  — one  gift  at  a  time. 


Steuben  Glass  is  a  small 
American  enterprise  known  for 
its  excellence  of  design,  material 
and  craftsmanship. 

It  has  been  a  part  of  Corning 
Glass  Works  since  1918. 

Steuben  makes  a  wide  selec- 
tion of  designs  for  you  to  choose 
from.  Prices  start  at  under  a  hun- 


dred dollars  and  range  to  several 
thousand  dollars. 

Steuben  also  offers  to  keep  a 
record  of  the  selections  made  from 
year  to  year,  deliver  your  gifts, 
and  to  pay  surface  shipping  costs 
within  the  United  States. 

For  additional  gift  sugges- 
tions, please  write  or  telephone 


Mr.  Clifford  Palmer.  Or  stop  by 
the  Steuben  shop  on  Fifth  Avenue 
at  56th  Street,  New  York  City. 

TV 

STEUBEN   CLASS 

A  PART  OF  CORNING  CLASS  WORKS  SINC >  IWI 
FIFTH  AVENUE  AT  56lh  STREET.  NEW  YORK.  N  1 
(112)792-1441 


America's  gas  lines  are  her  life  lines. 


Natural  gas  provides  half  the  energy 
for  America^  industry 


Getting  more  should  be  a  national  priority. 


The  iron  and  steel  industry  uses  700  billion 
cubic  feet  of  natural  gas  a  year.  Gas  is  im- 

portantin  forming  steel  and  in  the  heat  treating 
processes  that  improve  its  strength  and  "hard- 
ness. Gas  is  important  to  a  lot  of  other  indus- 
tries, too.  Most  of  the  products  you  use  are  related 
to  gas  in  some  way.  Millions  of  jobs  depend 
on  it.  That's  why  a  constant  and  sufficient 
natural  gas  supply  is  vital  to  America's  economy. 

The  natural  gas  is  there.  Studies  show  our 
proved  and  potential  gas  reserves  should  last 
well  into  the  twenty-first  century  at  the  present 
rate  of  use.  But  getting  it  is  not  going  to  be 
easy.  We're  talking  about  gas  that  lies  under 
the  Arctic  ice  and  snow.  Underthe  Atlantic 


outer  continental  shelf.  Locked  in  the  tight 
rock  formations  of  the  Rockies,  and  deeper 
in  the  earth  than  we've  ever  drilled  before. 

The  gas  industry  plans  to  invest  billions 
of  dollars  over  the  next  ten  years  to  get  the 
natural  gas  that's  needed.  The  industry  is 
willing  to  take  the  many  business  risks  in- 
volved. But  getting  the  gas  requires  more 
than  money  and  hard  work.  It  involves  many 
factors  beyond  the  gas  industry's  own  con- 
trol. Most  important  is  your  understanding 
and  cooperation  as  we  work  to  solve  a  prob- 
lem that's  vital  to  every  one  of  us. 

Use  gas  wisely.  It's  clean  energy 


for  today  and  tomorrow. 


Wkg»  ft  American  Gas 
HVH  Association 
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What  would  the  won 
without  any  pennies! 


? 


- 


44  Although  the  buying  power  of  a  penny  isn't  what  it 
used  to  be,  people  still  pinch  pennies.  Kids  still  pitch  pennies. 
Coin  collectors  even  get  rich  with  pennies. 

To  help  keep  the  penny  from  becoming  an  endangered 
species,  Olin  Brass  produced  one  and  a  half  billion  penny 
blanks.  It  was  the  first  time  in  recent  history  the  United 
States  Mint  had  worked  jointly  with  a  commercial  firm  to 
produce  coin  blanks. 

Olin  Brass  has  also  helped  produce  dimes,  quarters,  and 
half  dollars  with  our  exclusive  Posit-Bond®  process.  Olin  has 
made  coin  blanks  for  France,  Mexico,  and  Malaysia.  Olin 
alloys  were  used  in  the  Apollo  space  launch.  They're  in  clocks, 
computers,  TV's,  telephones,  and  musical  instruments.  Why 
Olin  Brass?  Because  we're  reliable.  Because  we're  the  largest 
producer  of  brass  strip  in  the  world.  Because  we've  developed 
more  alloys  than  the  rest  of  the  industry  combined.  And  be- 
cause we  happen  to  like  penny  candy.  J  J 


says 


lin 


Some  people  think 

all  we  have  to  do  is  stick  holes 
in  the  earth  to  find  oil. 


To  pinpoint  the  oil  and  gas 
you  need,  we've  got  to  do  much 
more  than  that. 

To  begin  with,  there's  the  geo- 
physical exploration  and  the  leasing 
of  the  land.  Last  year,  we  paid  over 
500  million  dollars  for  offshore 
leases  alone—  just  for  the  right  to 
look  for  oil  and  gas. 

Next  we  have  to  drill  to  see  if 
there  actually  is  oil  or  gas  under- 
ground. Drilling  can  take  up  to  a 
year  or  more.  If  oil  or  gas  is  discov- 
ered, we  then  can  begin  develop- 
ment drilling. 


But  drilling  is  risky  and  costly. 
Out  of  every  50  exploratory  wells 
drilled  in  search  of  new  oil  or  gas . . . 
only  one  on  the  average  finds 
enough  to  be  recovered  in  commer- 
cial amounts. 

Then  there's  the  cost.  By  the 
latest  available  figures,  the  average 
onshore  well  in  1973  cost  $107,000, 
and  offshore  the  average  cost  of  a 
single  well  was  $687,000.  And  if 
deep  drilling  is  required,  the  well 
could  cost  as  much  as  1  million 
dollars  or  more. 

And  even  if  we  find  oil  or  gas, 


our  job  isn't  over.  If  a  pipeline  or 
storage  system  is  needed,  that's  at 
least  a  two  to  six  month  job  or  even 
longer  —  at  great  cost.  Then  we  have 
to  get  the  oil  to  the  refinery  and 
manufacture  it  into  the  hundreds 
of  products  you  need. 

From  the  day  we  start  looking 
for  oil  or  gas  to  the  day  we  can  turn 
it  into  a  finished  product... it  could 
take  years  and  cost  millions  of 
dollars.  The  best  way  to  supply  you 
with  the  petroleum  energy  you  need 
is  through  a  free  enterprise  system 
that  will  enable  us  to  generate  the 
necessary  capital. 


We're  working  to  keep  your  trust. 


Forbes 


Cause 

And 

Effect 


The  price  of  regulating 

the  pension  funds  may  be 

another  malpractice  crisis. 

From  New  York,  City  of  Dreadful  News, 

a  preview  of  it. 


James  Hoffa's  apparent  last  public 
testament,  a  book  on  which  he  col- 
laborated just  before  he  disappeared 
in  July,  surfaced  last  month.  Not  sur- 
prisingly, it  concerned  his  role  as  chief 
fiduciary  (that  means  "caretaker"  in 
legalese)  of  the  Teamsters  Union  pen- 
sion funds.  He  may  have  made  loans 
to  suspicious  characters,  he  said,  but 
there  were  "damn  few  defaults."  His 
successors,  on  the  other  hand,  had 
been  "selling  out  to  mobsters,"  said 
the  former  union  president. 

Surely  there  is  no  more  universal 
symbol  in  the  public  mind  of  pension 
fund  abuse  than  the  most  visible,  of 
about  200  funds  connected  with  the 
Teamsters.  Yet  the  funds  most  often 
exposed  in  the  newspapers  have  been 
difficult  to  attack  in  the  courts. 

Until  now.  To  be  sure,  there  were 
other  good  reasons  than  the  Team- 
sters for  the  Employee  Retirement 
Income  Security  Act,  nicknamed 
ERISA  and  otherwise  known  as  the 
Pension  Reform  Act  of  1974,  to  pass 
into  law.  But  at  the  core  of  the  sup- 
port the  bill  enjoyed  was  the  idea  of 
cleaning  up  the  Teamsters. 

What  the  bill  provides  is  a  set  of 
guidelines  for  squeaky-clean  pension- 
fund  management.  In  500-odd  pages, 
the  bill  makes  it  clear  that  fund  man- 
agers, advisers  and  trustees  will  be 
held  personally  liable  for  mistakes. 
No  reneging  on  promises.  No  dou- 
ble-talk to  employees.  And  above  all, 
no  fooling  with  the  investments. 

That  should  prevent  abuses  as  fla- 
grant as*  those  charged  against  the 
Teamsters'.  But  how  do  you  judge 
the  other  550,000  fiduciaries?  How 
do  you  judge  their  handling  of  the 
pension  money?  Do  you  rate  their 
performance  investment  by  invest- 
ment, scrutinizing  each  snappy  hunch, 
each  moment  of  inexplicable  stupor? 


Or  do  you  stand  back  and  see  things 
whole,  taking  the  performance  of  the 
entire  portfolio  as  the  measure  of  your 
money  manager?  Is  it  acceptable  to 
lose  money  in  a  bad  market?  Above 
all,  where  do  you  draw  the  line  be- 
tween just  bad  luck  and  just  bad 
management? 

These  are  gut  questions,  because 
the  courts  will  have  to  rule  on  them. 
People  will  be  sued  on  them. 

The  questions  don't  stop  there.  Isn't 
your  old  employer  liable  if  he  picks 
an  inadequate  money  manager?  Why 
not  sue  him  as  well  as  the  dumb  man- 
ager? Maybe  his  financial  vice  presi- 
dent plays  golf  with  the  banker  who 
did  such  a  lousy  job  of  running 
your  pension  money.  And  so  on. 

In  other  words,  ERISA  opened  the 
Pandora's  box  wide— and  out  jumped 
the  idea  of  fiduciary  malpractice.  Doc- 
tors, you  haven't  seen  nothin'.  Wait 
until  the  lawyers  get  through  with 
the  fiduciaries. 

Pension  management  has  often 
been  a  good  game  for  money  man- 
agers because  the  sums  involved  are 
so  huge,  $200  billion.  The  actual  fees, 
though,  are  relatively  modest.  One- 
half  of  1%  a  year  on  small  funds, 
down  to  one-tenth  of  1%  on  the  very 
biggest.  The  fee,  then,  for  managing 
a  $100-million  account  is  unlikely  to 
exceed  $250,000. 

Hit  an  account  like  that  with  a 
judgment  of  $1  million  or  $2  million 
—an  easy  sum  to  lose— and  the  profit 
goes  very  quickly  out  of  the  business. 

To  insure  against  risk  of  that  mag- 
nitude may,  in  the  end,  be  very 
costly.  How  costly?  No  one  will  know 
until  a  variety  of  cases  work  their  way 
through  the  courts.  The  present  poli- 
cies—only a  few  companies  are  writ- 
ing them— are  relatively  cheap,  but 
they  are  also  as  full  of  holes  as  a  slice 


Fiduciaries  fall  out:  Did  the  mob 
bump  off  Hoffa  because  he  was 
about  to  help  the  Feds  sweep  out 
the  Teamsters'  current  crop  of  pen- 
sion managers?  So  goes  the  theory. 
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of  Swiss  cheese.  Marshall  Rattner, 
president  of  Professional  Indemnity 
Agency,  the  Lloyd's  of  London's  rep- 
resentative  for  fiduciary  malpractice 
in  this  country,  figures  annual  pre- 
mium cost  could  go  as  high  as  $2 
billion,  once  the  risks  are  known  and 
covered.  Figure  that  the  ruckus  over 
medical  malpractice,  doctors'  strikes 
and  all  probably  costs  no  more  than  a 
fourth  of  that  in  annual  premiums. 
And  just  as  in  medicine,  defensive 
practices— record  keeping,  risk  avoid- 
ance and  so  on— will  cost  a  bundle,  too. 

If  Rattner's  figure  is  correct,  the 
cost  of  managing  money  could  dou- 
ble. If  judges  and  juries  prove  more 
sympathetic  to  money  managers  than 
they  have  to  doctors  and  to  insurance 
companies,  the  costs  may  never  ap- 
proximate the  $2  billion  that  Rattner 
talks  about.  All  the  same,  it  will  be  a 
big  sum,  and  pension-fund  manage- 
ment will  get  more  expensive.  The 
extra  dollars  would,  in  the  end,  be 
passed  on  to  consumers  by  every  com- 
pany with  a  pension  fund. 

It's  like  a  good  many  other  things 
in  our  increasingly  welfare-oriented 
society:  Laws  meant  to  help  the  or- 
dinary person  end  up  costing  him. 
Suing  your  pension  manager  was  for 
years  like  suing  your  doctor— it  just 
wasn't  done.  But  now  ERISA  looms 
like  an  invitation  to  litigate.  Juries 
can  be  moved  to  pity  over  a  per- 
manent limp  or  a  blind  eye.  What 
would  they  not  do  for  all  those  elder- 
ly pensioners? 

A  Test  Case? 

Take  an  example:  The  $13-million 
suit  brought  by  the  Teachers  Retire- 
ment System  of  the  City  of  New  York 
against  patrician  old  U.S.  Trust  Co. 
This  is  about  as  far  from  the  Team- 
sters and  Jimmy  Hoffa  and  Las  Vegas 
as  you  can  get:  on  the  one  side,  the 
second-largest  public-pension  trust  in 
the  country;  on  the  other,  one  of  the 
bluest  of  the  blue-chip  money  man- 
agers. At  first  glance,  it  looks  like  a 
perfect  test  case. 

The  Teachers  complain  that  U.S. 
Trust,  with  its  money,  bought  high 
and  sold  low  in  a  couple  of  high- 
flying stocks:  Pennsylvania  Life  Co. 
and  Singer  Co.  Total  loss:  $13  mil- 
lion. So  the  Teachers  sued,  claiming 
that  U.S.  Trust  should  have  known 
better,  charging  malpractice  (which 
is  called  "surchargeability"  when 
talking  about  pensions  and  trusts). 

Replies  the  bank:  We  did  our  best 
—indeed,  better  than  most  of  the 
Teachers'  other  advisers.  The  defense 
is:  "An  investment  adviser  is  not  the 
guarantor  of  the  performance  of 
stocks  held  in  a  fund  which  it  man- 
ages in  a  competent  manner." 

There's  a  hitch  in  the  Teachers  vs. 
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U.S.  Trust  suit,  though,  which  keeps 
it  from  being  a  real  test  case:  a  clause 
in  the  contract,  an  unusual  one  at 
that,  which  holds  U.S.  Trust  to  the 
same  liability  standards  as  those  of  a 
personal  trust,  the  kind  that  old  coun- 
try lawyers  run  for  old  country  ladies. 

That  means  the  case  goes  by  the 
old  "prudent-man  rule,"  the  standard 
built  up  in  dozens  of  volumes  of  per- 
sonal trust  law.  The  rule  goes  some-t. 
thing  like  this:  If  all  the  other  prudent 
guys  were  doing  it,  for  themselves,  it's 
all  right,  even  if  it  went  wrong.  In 
other  words,  you  are  not  paying  your 
money  manager  to  be  smart.  You  are 
only  paying  him  to  be  conventional. 

But  will  the  prudent-man  rule  be 
the  one  that  judges  choose  for  deal- 
ing with  pensions,  as  well  as  personal 
trusts?  Or  will  they  create  some  new7 
rule  of  thumb,  more  applicable  to  the 
world  of  pension  management— a 
"prudent  professional"  rule,  perhaps? 
For  example,  the  prudent  man  had 
only  to  preserve  your  capital.  But  in 
an  inflationary  period,  isn't  capital  ap- 
preciation necessary  for  preservation 
of  pensions?  The  courts  might  rule 
that  way.  In  that  case,  woe  be  to  the 
manager  who  was  conventional  in- 
stead of  smart. 

Even  if  the  Teachers  vs.  U.S.  Trust 
makes  no  new  ERISA  law,  it  pro- 
vides a  breathtaking  view  of  the 
stakes.  The  Teachers  are  asking  $13 
million  in  damages,  four  times  the 
$3.4  million  that  the  bank  earned  on 
all  its  pension  management  last  year. 

This  is  what  has  had  professional 
pension  managers  in  a  dither  for  a 
full  year.  The  worry,  as  insurance 
specialist  Rattner  puts  it,  is  that  the 
bad  market  of  the  past  two  years 
"makes  it  virtually  certain  that  nu- 
merous suits  will  be  filed  seeking  to 
fix  'blame'  and  retrieve  'losses'." 

Open  season  begins  on  Jan.  1,  when 
pension  funds  must  officially  desig- 
nate their  fiduciaries  and  publish 
their  investment  plans. 

In  theory,  the  pensioners,  those 
good  gray-haired  Americans  enjoying 
a  well-earned  bask  in  the  sun,  may 
sleep  better  now.  If  their  fat-cat  mon- 
ey managers  make  a  mistake,  the  fat 
cats  will  have  to  pay  dearly.  Yet  as 
Murray  Weidenbaum,  the  Washing- 
ton University  economist,  has  noted: 

"The  imposition  of  'socially  desir- 
able' requirements  on  business  looks 
like  an  inexpensive  way  to  fulfill  na- 
tional objectives;  it  costs  the  Govern- 
ment almost  nothing  and  therefore 
seems  to  add  little  to  the  taxpayers' 
burden.  But  does  the  nation  really  gel 
a  free  lunch?" 

Why  is  it  that  so  many  well-inten- 
tioned reforms  end  up  making  the 
lawyers  richer  and  most  of  the  rest 
of  us  a  i     '    poorer?  ■ 


Mat  Goldfinger  Of 
The  AFL-CIO  Talks 

About  I 

Unemployme 

". . .  the  entire  U.S.  economy 
is  a  distressed  area " 


For  those  who  have  jobs,  inflation  is 
possibly  the  most  serious  economic 
worry  today.  For  those  who  don't 
have  jobs,  unemployment  is.  That 
much  is  obvious,  but  it  creates  a  se- 
rious dilemma  for  economic  planners. 
If  you  deal  briskly  with  the  first  prob- 
lem, you  risk  aggravating  the  second 
one.  If  you  deal  briskly  with  the  sec- 
ond, you  risk  aggravating  the  first. 

The  Ford  Administration  has  com- 
promised. It  is  administering  a  fairly 
stiff  stimulus  to  the  economy  by  a 
massive  federal  deficit,  but  by  keeping 
money  tight  it  is  trying  to  prevent 
the  recovery  from  spilling  over  into  a 
new  burst  of  inflation.  Long  run 
the  policy  may  work.  Short  run  it 
has  not  produced  dramatic  results. 

A  good  many  people,  especially  the 
labor  unions,  are  demanding  a  change. 
What  would  they  substitute  for  the 
Adminisration's  middle-of-the-road 
policy?  For  direct  answers,  Forbes 
called  on  Nathaniel  Goldfinger,  the 
able  and  articulate  economic  spokes- 
man for  George  Meany's  AFL-CIO, 
in  his  Washington  office.  He  began 
by  saying:  "The  academic  economists 
could  learn  more  about  the  economy 
by  going  into  a  few  bars  and  talk- 
ing to  people." 


What    would    they    learn    in    those 
bars? 

Goldfinger:  I  think  thai  if  tin  \  kepi 

their   eyes    and    ears    open    righl    now. 

the)  would  find,  unfortunately,  a  re- 
newed drop  in  confidence.  1  lliink. 
people  are  disturbed  by  the  failure  ol 
the  economy  to  pick  up.  The\  hear 
the  optimistic  talk  from  the  While 
Mouse  thai  the  recession  is  o\  er.  and 
they  see  it's  not  over  for  them. 

liul  hasn't  confidence  risen:' 

Goldfinger:   It  did,  but   I  think  it's 

starting  to  shift.  The  upturn  in  con- 
fidence was  verj  desl  really,  con- 
sidering  the   depths    to   which    it    had 

fallen.  And  if  things  continue  to  som- 
as   they    have    done    in    the    past    lew 
weeks,     it     may    be     that     the     upturn 

from  this  \cr\  deep  but  prolonged  re 

cession  ma\    inter  gather  an\    inomen 
FORBES.   OCTOBER    1,    1975 


Coldfinger  of  AFL-CIO 


turn,  but  may  stagger  along.  I  think 
we  are  in  a  serious  economic  mess- 
more  dangerous  than  in  the  Thirties. 

More  dangerous  than  in  the  De- 
pression, when  unemployment  hit 
25%?  Why,  it's  only  8%  now. 

Goldfinger:  If  you  look  at  specific 
groups,  it's  much  higher.  We  have, 
depression  rates  of  unemployment 
among  key  groups  of  the  economy. 
Among  construction  workers,  it's 
about  20%;  among  teenagers,  it's  21% 
and  among  black  teenagers,  it's  close 
to  40%;  and  among  factory  workers, 
it's  10%  or  11%. 

Take  the  key  group  of  young  men 
20  to  24  years  old.  This  group,  under 
ordinary  circumstances,  is  developing 
skills  and  careers,  starting  out  on  the 
ladder  of  life.  The  unemployment  rate 
among  this  group  in  the  past  few 
months  has  been  about  15%.  Now 
move  this  forward  with  what  even 
the  Administration  projects  as  a  very 
slow  rate  of  improvement,  the  unem- 
ployment rate  next  year  will  be  al- 
most as  high  as  it  is  this  year.  This 
means  that  the  Government  is  telling 
a  significant  portion  of  the  American 
population  that  they  may  have  to  wait 
three,  four  or  five  years  before  they 
even  have  a  chance  to  get  back  into 
the  mainstream  of  the  economy.  I 
think  that  kind  of  condition  could 
tear  the  country  apart. 


There  is  a  failure  of  leadership 
both  from  the  White  House  and  from 
Congress,  with  no  one  on  the  horizon 
who  seems  likely  to  change  anything. 

Where  are  we  drifting,  then? 

Goldfinger:  To  civil  strife. 

In  Europe  there  would  be  rioting 
at  4%  unemployed,  but  this  hasn't 
happened  here.  Why  should  it  now? 

Goldfinger:  Up  to  now  we've  been 
protected  by  a  high  degree  of  cohe- 
sion in  our  society  and  by  a  good 
deal  of  fat  in  the  economy.  The  cohe- 
sion has  been  eroding  for  years.  There 
is  nothing  to  give  the  people  confi- 
dence as  [Franklin]  Roosevelt  and  the 
New  Deal  did  in  the  Thirties.  Today, 
Government  and  Congress  and  all  our 
institutions  are  held  in  low  esteem  by 
a  large  section  of  the  population. 
The  fat  in  the  economy  is  also  erod- 
ing. The  high  cost  of  living  is  eroding 
the  value  of  small  savings  of  the  av- 
erage middle-income  family  and  mak- 
ing it  tougher  and  tougher  for  people 
to  live.  At  some  point  we  are  going  to 
reach  a  kind  of  breaking  point. 

I  believe  that  we  have  to  get  back 
to  basic  full-employment.  In  the 
American  economy,  3%  or  less. 

How  do  we  accomplish  this  in  an 
economy  where  the  rate  hasn't  been 
below  4.5%  in  five  years? 

Goldfinger:  Government  measures. 
We  have  now,  which  we  didn't  have 
30  or  40  years  ago,  large  numbers  of 
people  in  our  cities  who  are  relative- 
ly recent  migrants,  either  immigrants 
from  foreign  countries  or  migrants 
from  the  rural  sections.  The  kinds  of 
jobs  that  help  to  integrate  this  genera- 
tion of  immigrants,  jobs  at  the  corner 
grocery  store  or  decent-paying  mus- 
cle jobs,  are  gone  today.  Those  were 
jobs  that  didn't  require  reading  or 
writing  ability.  The  Government  can- 
not, and  should  not,  promise  results, 
but  the  Government  should  provide 
the  opportunities  for  training  for  pub- 
he  service  employment. 

Unfortunately,  this  is  not  the  time 
to  do  it,  in  the  midst  of  a  deep  re- 
cession. These  things  should  have 
been  done  in  the  early  Sixties,  when 
the  general  levels  of  unemployment 
were  high  and  when  it  was  possible 
to  focus  in  on  these  structural  prob- 
lems. But  right  now  we  have  mass 
unemployment,  so  it's  not  possible  to 
separate  out  the  mass-unemployment 
aspect  from  the  disadvantaged  long- 
run  kind  of  structural  problems. 

And  that  mass  unemployment,  as 
opposed  to  the  structural  unemploy- 


ment.  How   would  you  attack  that? 

Goldfinger:  We  advocate  a  series  of 
economic  stimuli,  like  low-cost  loans 
to  housing  and  community  facilities, 
generally  less-tight  monetary  policy 
and  lower  interest  rates.  These  could 
help  to  lift  the  economy  and  give  it 
some  needed  forward  momentum.  We 
also  need  government  aid  to  the  local 
communities,  particularly  those  with 
high  unemployment,  to  accelerate 
their  public  works,  repairs  and  con- 
struction. We  have  been  pushing  hard 
for  Federal  Government  aid  for  re- 
pair and  improvement  of  railroad 
track  beds,  which  would  create  jobs 
and  begin  to  repair  our  woebegone 
transportation  system.  Our  emphasis  is 
on  getting  people  to  work.  Except  for 
a  few  isolated  pockets  like  Washing- 
ton and  Houston,  the  entire  U.S.  to- 
day is  an  economically  distressed  area. 

Just  a  minute.  We're  staring  at  a 
$60-billion  federal  deficit,  and  hous- 
ing and  legitimate  business  is  daily 
crowded  out  of  the  capital  market  by 
massive  federal  borrowing;  interest 
rates  are  starting  up  again.  How  can 
you  pile  more  spending  on  top  of  an 
already  dangerous  deficit? 

Goldfinger:  No  inflation  would  re- 
sult from  the  extra  spending.  Busi- 
ness loans  are  level  and  declining.  In- 
ventories are  level  or  declining.  There 
is  so  much  slack  in  the  economy  today. 

So,  we  say,  take  even  a  $100-billion 
deficit.  When  the  economy  does  get 
moving,  tax  receipts  will  rise  and  re- 
duce the  deficit.  There  will  also  be 
reduced  costs  of  unemployment. 

As  Mr.  Meany  said:  If  the  econo- 
mists who  are  so  influential  today 
had  had  their  way  in  the  Forties, 
Hitler  would  have  won  the  war. 

Look  at  what  massive  spending  and 
full  employment  did  to  Great  Britain. 

Goldfinger:  It's  not  the  same  at  all. 
Britain  has  so  many  other  problems- 
inefficient  plant  is  not  the  least  of 
them.  Remember,  we  are  not  advocat- 
ing continuing  budget  deficits. 

But  you  are  advocating  a  whopper 
of  a  deficit  to  get  the  economy  in  high 
gear  and  produce  more  revenues. 
What  if  the  gamble  fails  and  we  get 
a  new  burst  of  two-digit  inflation? 

Goldfinger:  Food  and  fuel  are  the 
big  causes  of  today's  inflation.  We  are 
appalled  by  the  White  House  focus- 
ing all  its  attention  on  the  deficit.  Ap- 
palled by  the  Democratic  Congress' 
concern  about  inflation. 

But,  if  some  inflation  comes  out  of 
a  bigger  deficit,  so  be  it.  ...  ■ 
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Their  Cup  Runneth  Over 

With  an  assured  supply  of  bargain -priced  grapes  and  a 
brilliant  marketing  strategy,  Gallo  will  continue  to  dominate 
the  $3~biIlion  wine  industry  despite  everything  its 
competitors  (and  Cesar  Chavez)  try  to  do  to  it. 


In  preparing  this  article  on  the  E.  & 
J.  Gallo  Winery,  Forbes  asked  Chair- 
man Ernest  Gallo  who  else  in  the  Mo- 
desto, Calif,  company  we  should  in- 
terview. The  question  surprised  the 
short,  stern-faced  Gallo:  "Who  else? 
You  are  going  to  interview  Ernest 
Gallo.  Who  else  do  you  need?" 

Who  else,  indeed.  For  more  than 
a  decade,  this  moody  old-country  pa- 
triarch has  dominated  the  $3-billion 
U.S.  wine  industry.  And  from  all  in- 
dications, he's  going  to  stay  on  top 
for  years,  despite  Cesar  Chavez'  na- 
tionwide boycott  of  Gallo  wine;  de- 
spite the  Federal  Trade  Commission's 
ongoing  investigation  of  his  company 
and  despite  new  well-financed  com- 
petitors like  Schlitz,  Beatrice  Foods 
and  Heublein. 

Today,  aggressive  Ernest  and  his 
affable  brother,  Julio,  produce  around 
28%  of  all  wine  sold  in  the  country, 
including  close  to  50%  retailing  at  un- 
der $3  per  half  gallon  (see  p.  38). 

Gallo's  nearest  competitor,  Heu- 
blein Inc.'s  United  Vintners,  is  half  its 
size  and  shrinking  (thanks  to  an  FTC 


antitrust  suit  that  is  forcing  it  to 
divest  its  big  Italian  Swiss  Colony  and 
retain  only  its  Inglenook  and  Annie 
Green  Springs  and  T.J.  Swann  "pop" 
labels).  After  Heublein,  which  also 
owns  tiny  Beaulieu  Vineyards,  there 
are  relative  pygmies— 475  domestic 
wineries  and  3,000  imported  brands. 
Comparisons  get  ludicrous.  By  pro- 
ducing around  120,000  cases  a  day, 
Gallo  equals  the  annual  production  of 
the  Louis  Martini  Winery  in  two  days 
and  the  top-notch  Schramsberg 
Champagne  Cellars  in  90  minutes. 

The  Gallos,  who  started  with  noth- 
ing 40  years  ago,  are  now  one  of 
America's  richest  families.  And  one 
of  its  most  secretive.  Its  wealth  is  its 
most  guarded  secret.  By  Forbes  esti- 
mates—which the  Gallos  call  "grossly 
exaggerated"— this  privately  owned 
family  business  is  bigger  and  more 
profitable  than  its  next  three  competi- 
tors combined. 

The  E.  &  J.  Gallo  Winery  alone 
probably  earned  about  $40  million  be- 
fore taxes  last  year  on  revenues  of 
around  $335  million.  Then  you  must 


'add  the  profits  and  sales  of  the  busi- 
ness' other  family-owned  segments— 
the  5,000  acres  of  vineyards,  2,000 
acres  of  apple  orchards,  one  of  the 
West's  biggest  bottling  plants,  one  of 
California's  largest  trucking  compa- 
nies and  several  big  wine  distribu- 
tors. All  told,  the  family's  annual  pre- 
tax profits  appear  to  approach  $48 
million  on  revenues  of  $475  million. 
Assuming  a  52%  tax  rate  and  a  mod- 
est price  of  20  times  net,  the  Gallo 
fortune  is  around  $500  million. 

In  addition,  Ernest  Gallo  has  re- 
portedly accumulated  a  $40-million 
investment  portfolio  in  recent  years 
with  the  help  of  a  full-time  employee, 
Robert  Tubman.  Tubman,  who  has 
immediate  access  to  Gallo  at  all  times, 
often  jokes:  "Go  see  Ernest  today;  the 
stock  market  is  up." 

Whatever  the  exact  size  of  the  fam- 
ily business,  Gallo  has  so  much  cash 
that  he  talks  of  lending  it  overnight, 
in  $10-million  increments,  to  the 
mighty  Bank  of  America. 

The  Gallos  know  what  to  do  with 
the    money.    Their    2,000    well-paid 


employees  include  Ph.D.  chemists, 
squads  of  viniculturists  and  a  score  of 
business  school  graduates.  Their  fa- 
cilities in  and  around  Modesto  are 
years  ahead  of  the  industry.  For  ex- 
ample, Heublein  only  recently  built  a 
bottling  plant  to  rival  the  one  E.  &  J. 
Gallo  originally  opened  back  in  1958 
and  then  more  than  quadrupled  over 
the  years.  "That  plant,"  says  Paine, 
Webber,  Jackson  &  Curtis'  astute 
wine  analyst,  James  Walker  III,  -"gave 
Gallo  a  10%-per-bottle  price  edge  over 
its  competitors.  In  some  markets,  Gal- 
lo sold  its  wine  at  a  loss  and  booked 
profits  on  the  glass." 

The  company  has  enormous  clout. 
Consider  this:  Because  Gallo  buys 
roughly  40%  of  the  California  wine 
grapes  sold,  it  sets  the  prices  for  the 
industry.  Last  year,  Gallo  paid,  say, 
$75  a  ton  for  grapes  that  growers 
would  have  gladly  sold  for  $65.  Why 
the  largesse?  The  company  says  it 
pays  top  prices  to  get  top  grapes.  Per- 
haps another  explanation  is  that  by 
paying  more.  Gallo  can  whack  its 
competitors.  Years  back,  when  prices 
were  climbing,  Gallo  signed  many 
long-term  contracts  with  growers 
guaranteeing  minimum  prices.  If  Gal- 
lo let  prices  drop  below  those  mini- 
mums,  the  company  would  benefit 
only  marginally,  while  its  competitors 
would  be  free  to  make  killings  in  the 
open  market.  By  setting  prices  higher, 
on  the  other  hand,  Gallo  forces  its 
less  well-heeled  competitors  to  pay 
far  more  than  they  otherwise  would. 

Behind  it  all,  the  company  has  a 
brilliant  strategy,  honed  chiefly  by 
Ernest  Gallo  himself.  Put  simply,  he 
has  held  the  company's  wine  sales 
flat  at  around  100  million  gallons 
since  1971,  while  steadily  boosting 
his  brand  image  and  his  prices.  That 
way,  the  company  has  been  able  to 
get  more  dollars  for  products  made 
from  essentially  the  same  quantity  of 
raw  materials. 

The  upgrading  of  image  and  price 
began  paying  off  about  seven  years 
ago  after  Gallo  added  its  Hearty  Bur- 
gundy at  around  $1.49  per  half  gal- 
lon to  its  line  of  lower-priced  Paisano 
and  Red;  Mountain  jug  wines.  At  that 
time,  wine  drinkers  of  any  sophistica- 
tion (or  pretension)  sneered  at  Gallo 
products.  But  Hearty  Burgundy  was 
one  of  the  best  wines  for  the  price 
ever  made.  As  sales  rose,  Gallo  was 
able  to  increase  its  price— dime  after 
dime  after  dime.  Today,  6  million 
cases  are  .sold  a  year  at  about  $2.79 
per  half  gallon. 

What's  more  important,  the  con- 
sumer acceptance  of  the  so-called 
"premium  trio"  (Hearty  Burgundy, 
Chablis  Blanc  and  Pink  Chablis) 
added  new  luster  to  each  of  the  com- 
pany's  55   wines.    Emest   Gallo   was 


Giant  Gallo  advertises  itself  as 
a  small,  homey  winery.  Ernest 
Gallo  uses  his  daughter-in-law, 
so  she  can  say  honestly  that 
her  family  makes  Madria  Ma- 
dria  Sangria.  Actor  Peter  Us- 
tinov is  paid  to  say  that  his 
good  "friends"  Ernest  and  Ju- 
lio make  some  of  the  finest 
wines    you    have    ever    tasted. 


able  to  raise  prices  around  20%  over- 
all since  1971. 

Now  the  company  is  trying  to 
climb  another  rung  higher.  Last  Oc- 
tober it  introduced  six  so-called  vari- 
etals  (made  with  at  least  51%  of  one 
varietal  grape  like  Ruby  Cabernet, 
French  Colombard  and  so  on ) .  After 
an  initial  spurt,  sales  of  those  wines— 
Gallo's  first  sealed  with  corks  rather 
than  screw  caps— reached  only  half 
of  the  first-year  target  of  800,000 
cases,  even  though  Gallo  cut  the  line's 
prices  from  roughly  $1.90  per  fifth 
(or  four-fifths  of  a  quart)  to  $1.70. 

That's  a  disappointment,  but  not  a 
disaster.  The  general  consensus  is  that 
the  wine  itself  is  not  up  to  Gallo  stan- 
dards—so far.  It  is  now  up  to  Julio 
Gallo  and  his  winemakers  to  improve 
quality  to  a  point  where  Ernest  and 
his  marketing  men  can  boost  sales. 

"Ernest  Gallo's  cork  wines  will  suc- 
ceed at  any  cost,"  says  Jack  Dadam, 
who  worked  for  Ernest  for  the  past 
five    years    before    becoming    Guild 


Wine  Co.'s  senior  vice  president  of 
marketing  at  only  32.  "He'll  do  what- 
ever he  has  to— repackage  them,  re- 
introduce them,  whatever.  He  will 
not  walk  away  from  them.  Ernest 
Gallo's  name  is  on  those  bottles." 

And  his  business  strategy  is  on  the 
line.  The  varietals  should  be  very 
profitable.  The  California  grape  glut 
will  provide  good  varietal  grapes  at 
low  prices  for  years  to  come  (see  box, 
p.  39).  Instead  of  converting  the 
grapes  into  his  old  standard  5-cent- 
an-ounce  wine,  he  will  make  an  8- 
cent-an-ounce  product.  And  even 
more  important,  if  he  can  crack  open 
the  "premium"  cork  market,  as  he  in- 
tends, he  will  again  be  free  to  raise 
the  prices  and  profit  margins  of  all 
Gallo  wines.  Same  brand  name,  same 
volume  of  wine— but  more  profits. 

Determination  and  Patience 

This  determination  by  the  Gallos 
to  win  respect  for  their  wine  and  then- 
family  name  is  more  than  the  pursuit 
of  profits;  it  is  the  bedrock  on  which 
they  built  their  E.  &  J.  Gallo  Winery. 
Shortly  after  their  immigrant  Italian 
parents  died  in  1933,  Ernest,  then  23, 
and  Julio,  22,  began  in  business 
against  enormous  odds.  They  faced 
the  Great  Depression,  some  700  other 
tiny  winemakers  and  a  few  giants  like 
Roma  Wine  and  Italian  Swiss  Colony 
(founded  in  1887).  About  all  the 
brothers  had  was  their  determination. 

From  the  first,  smiling  Julio 
squeezed  grapes  and  made  good  wine, 
and  scowling  Ernest  pinched  pennies 
and  made  good  money.  By  working 
out  of  a  cheap  shed  and  by  enlisting 
his  wife  rather  than  hiring  employees, 
Ernest  was  able  to  sell  wine  for  half 
the  going  rate  of  $1  per  gallon. 
Wholesalers,  whom  Ernest  visited  on 
grueling  cross-country  airplane  trips, 
jumped  at  the  bargain.  That  first  year, 
in  the  depths  of  the  Depression,  they 
made  $30,000. 

They  sank  every  cent  in  the  busi- 
ness, just  as  they  did  with  the  second 
year's  profits  and  the  third  year's  and 
so  on.  "We  made  material  expansions 
each  year,"  Ernest  Gallo  once  recalled. 
And  they  did  that  largely  without 
the  help  of  the  big  bankers,  who  first 
snubbed  them  and  later  scorned  them. 
Ex-employees  can  recall  the  Gallos 
borrowing  long  term  only  once— 
roughly  $4  million  from  Prudential 
Insurance  20  years  ago. 

By  the  late  Thirties,  Ernest  was 
telling  anyone  who  would  listen  that 
someday  he  and  his  brother  would 
be  famous.  In  his  book,  The  Wines  Of 
America,  Leon  Adams  describes  meet- 
ing Ernest  for  the  first  time  in  Gallo's 
cramped  office:  "He  told  me  that  he 
and  his  brother  were  only  making 
bulk   wine    to    get   started,    but   that 
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Proud  to  the  point  of  arrogance,  Ernest  Callo  once  waved  his  hand  at  rows 
of  Chateau  Lafite  Rothschild  and  other  fine  imports  in  a  wine  shop  and 
said:  "My  wine  is  better  than  these."  The  incredulous  shopkeeper  asked: 
"How  is  it  better?"  Gallo  replied  seriously:  "It's  more  sanitary." 


someday  the  Gallo  name  with  their 
family  crest  [the  rooster,  for  which 
gallo  is  the  Italian  word]  would  ap- 
pear on  bottles  throughout  the  U.S. 
His  confidence  impressed  me,  though 
his  chances  didn't." 

In  addition  to  determination,  the 
Gallos  had  patience.  Indeed,  far  more 
patience  than  their  new  competitors— 
the  huge  liquor  distillers— who  took 
over  several  of  California's  leading 
wineries  at  the  outbreak  of  World 
War  II.  Schenley  Corp.  treated  its 
then-popular  Roma  and  Cresta  Blan- 
ca  labels  as  unloved  stepchildren,  and 
National  Distillers  and  Chemical 
Corp.,  to  an  extent,  did  the  same 
with  its  Italian  Swiss.  For  instance, 
with  liquor  and  grape  supplies  short, 
Schenley  made  a  fortune  early  in  the 
war  forcing  retailers  to  pay  high 
prices  for  the  dregs  of  the  barrel  bot- 
tled under  the  respected  Cresta  Blan- 
ca  brand.  Retailers  had  no  choice. 
If    they    wanted    Schenley    whiskey, 


they  had  to  take  the  garbage  wine. 

Then  as  the  G.I.s  swarmed  home, 
the  liquor  men  anticipated  a  wine 
boom.  Buying  wildly,  they  bid  up  the 
price  of  bulk  wine  that  they  then  of- 
fered under  their  labels.  When  the 
bulk  wine  price  hit  an  unbelievable 
$1.50  per  gallon  in  1946,  Ernest  Gal- 
lo sold  all  he  could  to  the  liquor  men. 

The  wine  "boom"  went  bust  in 
1947.  Within  six  months,  Gallo 
bought  his  wine  back  for  about  50 
cents  per  gallon.  "Schenley  that  year 
lost  $16  million  in  the  wine  business," 
Ernest  told  Forbes  in  1968.  "And  ev- 
ery winery  in  the  state  lost  money 
that  year,  as  far  as  I  was  able  to  de- 
termine—except one."  That,  of  course, 
was  the  E.  &  J.  Gallo  Winery.  Gallo 
added,  "I  never  lost  money." 

Even  more  important  than  the  prof- 
its and  losses,  the  brand  images  of 
Roma  and  Cresta  Blanca  were  ruined; 
neither  has  ever  recovered.  That  left 
one  last  giant— Italian  Swiss. 


1 


'Surprisingly  good,  isn't  it?  It's  Gallo.  Mort  and  I 
simply  got  tired  of  being  snobs." 


Drawing  by  Weber,  ©  1973  The  New  Yorker  Mogozine  Inc. 


Then  in  1953  National  Distillers 
put  Italian  Swiss  up  for  sale  for  $14 
million.  Ernest  Gallo  quickly  got  an 
option  to  buy  it.  Overnight,  his  dream 
of  being  the  biggest  winemaker  could 
come  true.  But  after  some  careful 
thinking,  he  decided  not  to  take  the 
expansion  shortcut.  He  reasoned:  "I 
could  see  at  that  time,  in  1953,  that 
if  I  bought  Swiss  Colony  it  was  going 
to  tax  my  financial  resources  to  the 
point  where  I  wouldn't  be  able  to 
keep  two  horses  running  vigorously 
[Gallo  and  Italian  Swiss].  So  I  said, 
'The  hell  with  it;  I'll  stick  with  the 
one  I've  got.' " 

Louis  Petri  of  Petri  Wines,  a  long 
established  winery,  bought  Italian 
Swiss  instead.  And  sure  enough,  he 
quickly  ran  into  the  problem  Gallo 
had  foreseen;  he  had  trouble  expand- 
ing both  brands  at  once.  As  Gallo 
puts  it:  "Petri  went  to  hell." 

Gradually,  Italian  Swiss  seemed  to 
fade,  too.  The  preoccupied  Petri,  a 
longtime  director  of  the  Bank  of 
America  and  Foremost- McKesson 
Corp.  and  a  dealmaker  at  heart,  sold 
out  for  $24  million  in  1959  to  a  grape 
growers'  cooperative,  which  then  sold 
82%  of  the  operation  to  Heublein  in 
1969  for  about  $30  million  in  stock. 

Meantime,  as  Italian  Swiss  bounced 
from  owner  to  owner,  Gallo  got  stron- 
ger. "In  the  Fifties,"  said  Ernest,  "we 
started  building  our  organization." 

What  the  Gallos  built  was  an  or- 
ganization integrated  from  the  grape 
to  the  retailer's  shelf.  It  had  its  own 
vineyards  (which  now  supply  about 
10%  of  its  grapes),  an  ultramodern 
winery  with  stainless-steel  storage 
tanks  rather  than  old  wooden  vats,  a 
bottling  plant,  a  trucking  company  to 
deliver  its  wine  throughout  Califor- 
nia and,  perhaps  most  important,  its 
own  captive  distributors. 

Years  back,  before  he  could  afford 
advertising,  Gallo  observed  that  cus- 
tomers tended  to  buy  the  most  prom- 
inently displayed  wine;  he  called  that 
good  shelf  space  the  storekeeper's  "si- 
lent recommendation."  He  set  out  to 
build  a  network  of  exclusive  Gallo 
distributors  who  could  deliver  that 
"recommendation"  by  stocking  the 
shelves  of  every  liquor  store. 

The  Gallos  bought  a  few  distribu- 
tors, most  notably  in  Los  Angeles.  The 
company  also  helped  put  former  em- 
ployees in  the  business.  For  example, 
a  former  Gallo  salesman  now  distrib- 
utes the  company's  wine  throughout 
Connecticut.  The  rest  of  the  distribu- 
tors were  presumably  independent 
But  some  competitors  say  that  Ernest 
Gallo  tried  to  dictate  their  marketing 
policies  every  way  he  could. 

His  masterstroke  was  his  1957  in- 
vasion of  Texas.  Italian  Swiss  had 
dominated  the  market  for  ten  years. 
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Heritage  Cloth®  suits  the  man  whose  appearance  must  express  his  confidence.  It's  a 
blend  of  polyester  and  wool  that  stays  comfortable  through  the  longest  conference.  Stays  crisp 
through  the  longest  commute.  Styled  for  fall  in  a  distinctive  blue  plaid  that  marks  the  wearer  as 
a  man  of  impeccable  judgment.  From  the  Corporate  Collection™  by  Hart  ScharTner  and  Marx. 

HART  SCHAFFNER  &  MARX 

}6  S.  Franklin  St.,  Chicago,  111.  60606   ©  1975  Hart  Services,  Inc. 


Crucible  is  more  than 
a  big  name  in  alloy  steels. 
Its  the  biggest  part  of 
Colt  Industries. 
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Firearms  A 
Sporting  Equipment 


Tough,  durable  alloy  steels  are  essential  to  almost  every- 
thing that  moves.  Usually  hidden  from  view,  they  provide 
needed  strength,  hardness  and  reliability  wherever  there  is 
high  torque,  movement  and  wear.  In  the  landing  gears  of 
jumbo  jets,  aircraft  wing  structures  and  helicopter  drive 
trains.  In  petroleum  drill  bits  and  agricultural  harrow  discs. 
1974  si      ^n(j  jn  gears>  bearings,  pinions  and  suspension 

systems  of  cars,  trucks  and  off-highway  auto- 
motive equipment.  Colt  Industries  produces 
more  than  500  grades  of  Crucible  alloy  steels  — 
each  a  prescription  steel  to  meet  rigid  customer 
requirements.  Programmed  melting  and  con- 
trolled chemistry  provide  exceptional  consistency  from 
heat  to  heat  and  bar  to  bar.  With  recognized  leadership  in 
alloy,  stainless,  tool  and  other  specialty  steels,  our  Crucible 
Divisions  accounted  for  almost  50%  of  1974's  record  sales. 
The  balance  came  from  the  other  well-known  names  in  our 
family  of  industrial  products.  For  our  latest  financial  reports, 
write  Colt  Industries  Inc,  Dept  F4, 430  Park  Avenue, 
New  York,  N.Y.  10022. 

Crucible  specialty  steels  □  Trent  welded  stainless  steel  pipe  and  tubing 

Fairbanks  Morse  diesel  engines  •  Fairbanks  scales  •  Pratt  &  Whitney  and 

Elox  production  equipment  •  Quincy  compressors  •  Central  Moloney 

transformers  □  Chandler  Evans  fuel  controls  •  Fairbanks  Morse  pumps 

Holley  carburetors  □  Colt  firearms  and  sporting  equipment  Pf)|t  IllflllCtPiPQ 


© 


At  the  Crucible  mill  in  Midland, 
Pennsylvania,  25,000  pounds 
of  just-rolled  steel  slabs 
are  moved  from  the  blooming 
mill  to  the  cooling  area. 


Redd  Foxx  on  Sanford  Son 

longs  to  curl  up— literally— 
with  Gallo's  Ripple.  That's 
Callo's  old  image,  but  it's 
changing.  Hearty  Burgandy  is 
one  of  the  best  wines  for  the 
price  ever  made.  Now  Gallo  is 
out  to  crack  the  cork-wine  mar- 
ket with  $1.70-a-fifth  varietals. 
Sales,  so  far,  are  only  fair. 

Gallo  teamed  up  with  the  local  bot- 
tlers, Italian  Swiss'  only  competitors, 
and  delivered  his  brand-name  prod- 
ucts at  around  the  same  price  that 
the  bottlers  had  been  paying  for  bulk 
wine.  They,  in  turn,  dropped  their 
labels  and  distributed  his  brand  ex- 
clusively. Within  two  years,  Gallo 
passed  Italian  Swiss  at  roughly  1 
million  cases  and  kept  climbing. 

Other  wineries  might  have  gone  on 
to  "control"  those  distributors  by  mak- 
ing them  rich  and  thereby  loyal. 
Ernest  Gallo  didn't  do  that.  He  did 
the  opposite.  A  longtime  competitor 
says:  "It  is  in  his  character  to  use 
clout  rather  than  goodwill."  In  a  pat- 
tern that  Gallo  has  repeated  count- 
less times  with  other  distributors,  he 
forced  those  good  ol'  boys  to  keep 
hustling.  It  seemed  that  every  time 
one  of  the  Texas  distributors  thought 
he  was  finally  about  to  pocket  some 
real  money,  Gallo  would  demand  that 
he  hire  more  salesmen,  or  another 
Gallo-trained  sales  manager,  or  buy  a 
railroad  carload  of  his  newest  wine.  If 
the  distributor  balked,  Gallo  would 
make  the  ultimate  threat:  Do  it,  or 
we'll  take  our  business  to  someone 
else.  That  went  on  for  years. 

"I'm  unique,"  says  distributor  Dave 
Terk  of  Odessa,  Tex.  in  his  best  down- 
home  drawl.  "We  threw  them  [Gallo] 
out  after  ten  years."  Terk  says  that  his 
brother-in-law,  a  CPA,  finally  showed 
him  that  the  Gallo  business  provided 


$400,000  in  sales  a  year  but  only 
$1,606  in  profit.  Says  Terk:  "We  were 
blinded  by  the  boxes." 

Not  many  distributors  stood  up  to 
Gallo  the  way  Terk  did.  Competi- 
tors say  that  until  three  years  ago 
when  Gallo  began  letting  up  a  bit,  he 
had  an  estimated  two-thirds  of  his 
distributors  "on  a  short  leash." 

With  its  production  and  distri- 
bution machinery  in  place  by  the  late 
Fifties,  Gallo  still  needed  fuel— a  truly 
different  product  that  could  be- 
come a  big  seller.  Down  in  the  compa- 
ny's spotless  research  lab,  the  col- 
lege-trained viniculturists  that  Julio 
Gallo  had  been  hiring  since  the  For- 
ties were  cooking  up  the  magic  po- 
tion—white port  and  citric  acid.  All 
the  large  winemakers  knew  that  blacks 
were  buying  potent  20%  (40  proof) 
white  port  and  then  cutting  the  cloy- 
ing taste  by  mixing  in  lemon  juice. 
But  it  took  Ernest  Gallo  to  conceive 
of  that  combination  as  a  new  wine, 
and  it  took  Julio  to  produce  it;  they 
called  it  Thunderbird.  A  pint  of  white 
port  and  a  can  of  lemon  juice  cost 
about  65  cents;  Thunderbird  cost  60. 

The  company  sold  an  unprecedented 
2.5  million  cases  in  less  than  a  year. 
That  cemented  its  grip  on  the  dis- 
tributors. With  the  volume  from 
Thunderbird,  the  Gallo  organization 
was  able  to  add  more  salesmen,  de- 
mand more  shelf  space  and  push  a 
parade  of  new  innovative  wines  well 


into  the  Sixties— like  Pink  Chablis,  Rip- 
ple and  Spanada. 

In  1969  the  company  hit  the  jack- 
pot again.  Julio  added  carbonation  to 
its  old,  slow-selling  Boone's  Farm  ap- 
ple wine.  Suddenly,  to  Julio's  and  Er- 
nest's surprise,  sales  started  bubbling, 
too,  up  from  around  30,000  cases  a  year 
to  720,000  cases  a  month  by  early 
1971.  When  the  "pop"  wine  boom 
peaked  in  1972,  competitors  were  sell- 
ing 2  million  cases  a  year.  Gallo  was 
selling  16  million;  it  had  88%  of  the 
market  it  had  created. 

Then  Ernest  Gallo  capped  his  pop 
success  by  using  it  as  a  springboard. 
In  1972,  as  sales  of  his  "beverage" 
wines  peaked  (he  hates  the  word 
"pop"),  Gallo  decided  to  stop  adver- 
tising Boone's  Farm  and  start  milking 
it.  He  knew  sales  would  decline  even 
more  rapidly.  And  he  knew  that  his 
market  abdication  would  open  the 
door  for  Heublein,  which  quickly  cap- 
italized on  it  with  its  Annie  Green 
Springs  and  T.J.  Swann  lines.  But  he 
was  now  after  different  game.  He  was 
ready  for  the  next  step  in  upgrading 
his  prices,  his  profits  and  his  prestige. 

From  1971  to  1974,  Gallo  let  his 
pop  sales  shrink  from  16  million  cases 
a  year  to  6  million.  However,  by  sav- 
ing millions  by  not  advertising,  he 
made  a  handsome  profit  on  every  bot- 
tle he  did  sell.  Using  the  profits,  he 
pushed  his  higher-priced  Hearty  Bur- 
gandy "trio"  from  4  million  cases  to 
13.5  million.  Overall  volume  of  the 
two  lines  stayed  flat  at  around  20  mil- 
lion cases.  But  as  Gallo  sold  more 
"premium"  Hearty  Burgundy  and  less 
pop  wine,  he  boosted  his  profits  and 
his  brand  image  substantially. 

Guild's  Dadam  says:  "What  can  I 
say?  Ernest  is  a  genius." 

Running  All  The  Way 

When  Forbes  asked  Gallo  what 
he  does  that  his  competitors  don't  do, 
he  replied:  "Work  harder."  That's  no 
cliche  in  his  case.  One  ol  his  boy- 
hood chores  was  collecting  acorns 
near  a  river  to  feed  the:  family  pigs. 
His  father  expected  him  back  prompt- 
ly. Other  boys  would  have  rushed. 
Young  Ernest  ran  all  the  wax .  ripped 
oil  his  clothes,  swam  for  as  long  BS 
he  dared,  then  collected  the  acorns  as 
'fast  as  he  could  and  ran  back  before 
his  father  could  grow  impatient. 

He  is  still  running.  Toda)  at  (Hi, 
he  wakes  before  7  a.m.,  takes  ;i  long 
swim  in  his  pool,  which  curves  like 
a  river  around  his  $500,000  Modesto 
house  and  arrives  ;it  his  nearb)  s  • 
million  headquarters  at  around  S,  lit 
returns  to  his  ranch-style  home  at 
about  7  p.m.,  eats  dinner  and  then 
works  until  midnight  in  his  den,  amid 
statues  of  the  family  emblem  -the 
rooster.  That   includes  Saturdays.  On 
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a  day 
14C  a  mile 
plus  gas 

Cars  must  be  returned  to 
original  renting  location. 


Rent  a  sporty  Grand  Prix  from  Budget 
for  the  same  price  as  a  Hertz  compact! 


* 


At  participating  airport  locations,  get  all 
the  comfort  and  style  of  a  Pontiac  Grand 
Prix  or  similar  car  for  the  same  price 
Hertz  charges  for  a  compact  car.  Of 
course,  Budget  rents  smaller  cars  at 
even  lower  daily  rates. 


Get  the  Great  Rates  where  you're  going! 

The  Great  Rate  shown  is  available  at  many 
Budget  airport  locations.  Check  the  Budget 
counter  or  call  ahead  toll  free  for  The  Great 
Rate  at  your  destination. 
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•■228-9650 


'Verified  by  July-August  Official  Airline  Guide. 


Now  ...  for  Sears  customers:  Budget  Rent  a  Car  operates  authorized 
Sears  Rent  a  Car  Distribution  Centers  at  most  Budget  locations. 

For  reservations,  call  toll  free: 

.    v  «,*  .,  f .,.,  ..  800-228-2800 

JbfeMS   (In  Nebraska,  call:  1-800-642-9922) 


(In  Nebraska,  call:  1-800-642-9910) 
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Battling  Cesar  Chavez  has  hurt  the 
Gallos  in  many  ways.  For  example, 
when  Chavez  pickets  protested  the 
American  Society  of  Enologists'  selec- 
tion of  Julio  Gallo  as  Man  of  the  Year 
recently,  Julio  decided  not  to  attend 
the  San  Francisco  award  dinner.  Apol- 
ogists said  his  nose  was  hurt.  A  wit  re- 
plied: "Sure,  when  the  pickets  came, 
his  nose  got  knocked  out  of  joint." 


Sundays,     he     visits     the     vineyards. 

Three  or  four  nights  a  week  dinner 
is  work,  too.  Inevitably,  he  invites 
home  either  politicians,  businessmen 
or  winemen.  (A  frequent  guest  says: 
"I  can't  say  Ernest  has  any  friends 
outside  of  business.") 

He  is  almost  never  ill.  And  even 
then,  he  works.  One  man  recalls  mak- 
ing a  presentation  to  Gallo  in  the 
hospital  as  Gallo  lay  in  traction  and 
under  heavy  sedation  surrounded  by 
eight  company  men  dressed  in  nearly 
identical  dark  blue  suits.  "Gallo  kept 
dozing  off  at  key  points  for  four  or  five 
minutes,"  he  says.  "Then  he'd  wake 
up,  ask  a  question  or  two  and  be  right 
back  on  top  of  the  subject  in  15  sec- 
onds. What  a  mind!" 

All  his  travel  is  related  to  business, 
too.  People  who  know  him  say  that 
he  would  rather  inspect  the  smallest 
liquor  store  in  Pecos,  Tex.  than  go 
to  the  art  show  openings  (where  he 
is  constantly  on  the  lookout  for  paint- 
ings of  grapes)  or  the  San  Francisco 


Opera  performances  that  his  Ivy- 
League  executive  vice  president,  Al- 
bion Fenderson,  drags  him  to. 

Gallo  expects  everyone  he  deals 
with  to  work  about  as  hard  as  he 
does.  And  he  expects  them  to  work 
toward  the  same  goal— perfection.  No 
one  is  excused,  not  even  his  jeweler. 
For  their  40th  anniversary  in  1971, 
he  gave  his  wife  an  exquisite  brooch 
in  the  shape  of  a  cluster  of  grapes. 
The  leaves  are  emeralds;  the  grapes 
are  rubies.  A  couple  of  years  later, 
a  friend  thought  the  brooch  looked 
different  somehow.  "Oh,  yes,"  said 
Gallo.  "I've  been  replacing  the  orig- 
inal rubies  with  better  ones." 

He  is  toughest  on  his  employees, 
especially  those  he  likes.  When  an 
outsider  displeases  him,  he  becomes 
icy  cold  and  even  more  abrupt  than 
usual.  When  an  insider  angers  him, 
he  erupts  with  a  hot  flood  of  high- 
pitched  abuse.  Later,  he  is  almost 
apologetic.  "He  calls  and  says:  'This 
is  Ernest.  Let's  reconvene  that  meet- 
ing,' "  says  a  former  employee.  "He 
says  that  a  lot." 

And  he  can  be  ruthless.  An  ex-em- 
ployee says:  "You  can  work  for  him 
for  20  years.  But  the  day  he  thinks 
you  aren't  working  as  hard  as  you 
should,  he'll  fire  you." 


You  can  even  taste  Gallo's  perfect- 
ionism. Above  all,  his  products  are 
absolutely  consistent.  He  sneers  at 
Mother  Nature  and  "vintage"  years; 
his  scientific  approach  makes  one 
year's  wine  taste  exactly  like  last 
year's.  That's  one  reason  he  replaced 
the  company's  bacteria-breeding, 
wooden  aging  vats  with  sterile  stain- 
less-steel containers  that  resemble  1- 
million-gallon  oil  tanks.  Whether  his 
wine  lacks  "character,"  as  critics  say, 
or  is  the  "best,"  as  Ernest  Gallo  in- 
sists, the  overriding  point  is  that  each 
year  consumers  vote  yes  with  theii 
tongues  and  swallow  100  million  gal 
Ions  of  it. 

Talk  And  You're  Fired! 

Gallo  has  a  soft  side.  He  is  a  charm- 
ing host,  a  generous  contributor  to 
charities  and  surprisingly  liberal  in  pol 
itics.  But  on  balance,  he  seems  to  be 
a  fiercely  driven,  gupersecretive  man, 
He  has  been  known  to  conceal  impoi 
tant  matters  from  his  own  brother,  He 
even  strives  to  prevent  anyone  From 
guessing  what  he's  thinking.  If  he  is 
asked  a  question,  he  often  answers 
with  a  question.  Soon  the  questioner 
is  the  one  being  grilled  by  Gallo. 

For  years  his  company  had  a  ri^id 
rule  against  talking  to  the  press,  Gallo 
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No  matter  how  complex  your  office  phone  system  gets. 

Communications  is  Bells  only  business.  When  you  come  to 
us,  we  take  100%  responsibility  for  design,  research  and  development, 
supply  installation,  maintenance,  repair  switching  and  transmission. 
Everything. 

Whoelse  takes  that  kind  of  end  to  end,  total  responsibility.  We  do. 
We  hear  you. 

Who  knows  more  about  phones  than  the  phone  company 


®. 


Bell  System 


fired  some  who  did.  "He  distrusts  the 
press  because  he  can't  control  every 
word  you  write,"  says  a  former  em- 
ployee. "He  is  a  man  who  wants  to- 
tal control." 

His  enigmatic  personality— at  once 
aggressive  and  defensive— which  has 
molded  the  E.  &  J.  Gallo  Winery,  was 
apparently  shaped  by  deep  personal 
tragedies.  First,  by  the  death  of  both 
his  parents  one  summer  day  in  1933; 
then  by  the  untimely  death  of  one  of 
Julio's  sons  in  the  Fifties. 

Ernest  Gallo  has  dedicated  his  life 
to  winning  respect  for  his  family 
name  at  any  cost.  He  isn't  just  in 
business.  He's  on  a  crusade. 

Seen  in  that  light,  you  can  realize 
why,  when  it  comes  to  business,  be- 
neath Ernest  Gallo's  crusty  exterior 
there  sits  a  heart  of  stone.  His  drive 
to  be  on  top  knows  almost  no  bounds. 

A  story  competitors  tell  makes  the 
point:  One  day  early  in  the  Fifties, 
Ernest  Gallo  called  his  competitors 
asking  for  a  big  favor.  He  said  his 
New  York  distributing  company  was 
losing  its  license;  in  30  days  he  would 
be  out  of  business  in  the  state.  Could 
he  please  load  up  retailers  with  his 
wine  before  he  was  forced  out  of  the 
market?  "Sure,  load  up,"  said  the 
sympathetic  winemakers.  They  held 
back  shipments,  and  Gallo  loaded  up. 
But  then,  perhaps  luckily,  days  be- 
fore he  was  to  leave  the  market,  he 
hooked  up  with  an  independent  dis- 
tributor. He  never  lost  a  day.  Realiz- 
ing what  had  happened,  his  competi- 
tors muttered:  "That  SOB." 

Throughout  his  career,  Gallo  has 
used  people.  Bullying  them,  conning 
them— whatever  it  took  to  get  the 
upper  hand.  As  insiders  tell  it,  for 
years   Gallo   used   to   throw  his   arm 


around  one  of  his  biggest  competi- 
tors on  the  golf  course  and  "steer" 
him  out  of  certain  geographic  mar- 
kets and  into  others. 

Lately  ex-employees  say  that  Gallo 
has  a  well-known  wine  writer  "in  his 
hip  pocket."  One  says:  "No  payoff  was 
necessary."  Rather,  Gallo  charmed 
the  man,  first  by  inviting  him  to  din- 
ner and  then  by  praising  him  to  in- 
fluential people.  Soon  the  writer 
seemed  to  be  going  out  of  his  way  to 
promote  Gallo.  "It  got  to  the  point," 
says  an  ex-employee,  "where  Ernest 
would  say  at  meetings:  'Would  it  help 
if  [the  writer's  last  name]  writes  a 
couple  of  paragraphs  on  this  wine?' 
And  sure  enough,  he  would." 

Gallo  also  seems  to  have  used  Cal- 
ifornia's Wine  Institute,  the  industry's 
major  trade  association,  for  his  com- 
pany's own  purposes.  Over  the  years 
as  Gallo's  volume  grew— along  with  his 
dues  and  clout— he  apparently  learned 
that  he  could  make  the  Institute  serve 
him  while  his  competitors  paid  rough- 
ly 60%  of  the  costs.  Under  his  influ- 
ence, the  Institute's  policies  have 
strongly  favored  the  few  volume  op- 
erations like  his  own  over  the  many 
small,  fine  wineries— right  down  to  kill- 
ing harmless  story  ideas  about  wine 
cellars  for  aging  wine.  Gallo  scoffs  at 
such  cellars;  his  "scientifically  sta- 
bilized" wine  needs  no  aging. 

There  are  even  accusations  that  in 
1972  and  1973  Ernest's  oldest  son  Da- 
vid, sometimes  using  the  assumed 
name  of  David  Boyd,  monitored  In- 
stitute-sponsored wine  tastings  that 
were  run  to  help  Gallo  wine  out- 
score  rival  California  wines  and  some 
carefully  screened  imports.  The  re- 
sults—and even  tape  recordings  of  cer- 
tain tastings— were  reviewed  by  Gal- 
lo's marketing  men.  The  findings 
helped  convince  Gallo  to  launch  Ma- 
dria  Madria  Sangria.  So  by  monitor- 
ing and  using  the  Wine  Institute's 
so-called  young  adult  tasting  pro- 
gram, E.  &  J.  Gallo  got  both  good 
publicity  and  good  market  research, 
partly  at  its  competitors'  expense. 

In  addition,  major  potential  scan- 
dals are  brewing  at  the  Institute.  The 
state  is  now  auditing  the  books  "as  far 
back  as  the  statute  of  limitations 
stretches."  For  openers,  the  state 
wants    to   know   where   the    Institute 


Gallo  pioneered  with  stainless-steel  vats 
back  in  the  Fifties  to  give  his  wines 
absolute  consistency.  Now  nearly  all 
the  big  California  wineries  are  also  re- 
placing their  wooden  vats  with  steel. 
Gallo's  winemakers  are  so  advanced 
that  they  can  substitute  apples  for 
grapes  in  some  wine  without  consum- 
ers being  able  to  taste  the  difference. 


got  $49,955  that  it  spent  for  various 
political  contributions. 

Meanwhile,  Heublein's  giant  Unit- 
ed Vintners  and  two  other  big  win- 
eries have  quit  the  Institute,  leaving 
it  in  turmoil. 

All  this  does  not  reflect  well  on  the 
man  who  has  had  the  Institute  under 
his  thumb  for  20  years. 

"Gallo's  Vietnam" 

There  are  signs  that  the  secretive- 
ness,  the  autocracy  and  the  rough 
methods  that  Ernest  Gallo  has  long 
used  are  beginning  to  backfire  on  him. 

For  example,  the  FTC  began  prob- 
ing E.  &  J.  Gallo  Winery  and  its  mar- 
keting tactics  in  1971.  Gallo's  for- 
mer Miami  distributor  has  alleged  to 
the  FTC  that  Gallo  drove  it  out  of  the 
wine  business  after  it  refused  to  stop 
handling  a  competing  wine  brand. 
The  FTC's  ongoing  probe  is  hurting. 
In  a  sense,  Gallo  is  competing  with 
one  hand  tied.  He  dare  not  slash 
prices  to  fight  the  new  cut-rate 
jug  wine  others  are  offering,  and  he 
dare  not  push  around  his  distribu- 
tors. Anything  he  does  might  be  used 
against  him  by  the  FTC  later  in 
court.  A  competitor  says:  "If  the 
speed  limit  was  55  and  Gallo  was  go- 
ing 90,  now  with  the  FTC  watch- 
ing, Gallo  has  slowed  down  to  40." 

Partiy  as  a  result  of  his  caution,  the 
company  is  beginning  to  lose  some 
exclusive  distributors  and  some  mar- 
ket share.  Giant  Gallo  may  go  on  dom- 
inating the  industry— but  losing  mar- 
ket share— for  years  to  come. 

E.  &  J.  Gallo's  other  big  head- 
ache is  the  United  Farm  Worker's 
two-year-old  nationwide  boycott  of 
Gallo  wine.  The  background  of  that 
is    hazy.    Ernest    Gallo,    a    longtime 
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5  good  reasons  why 
you  shouldn't  miss  out  on 
Metropolitan's  Group  Dental  Plan. 


1.  We  have  the  capabilities  /y^ 

*  . IBB  iW  m 

for  designing  and 
implementing 
precisely  the 
right  Group  Dental 
plan  for  you  — 
whether  your  com-" 
pany  is  large 
or  small. 


2.  We  have  on  our  pro- 
fessional staff  experts 
in  the  development 
and  maintenance  of 
good  relationships 
with  the  dental 
fraternity. 


3.  We  also  retain  practicing  den- 
tists who  serve 
as  consultants  to 
Metropolitan 
clients  on  a 
local  basis. 

4.  Our  computerized  claims  proc- 

^  essing  system 

functions  with 
great  efficiency 
from  both  a 
facility  of  pay- 
ment and  ex- 
pense point 
of  view. 

5.  We  make  available  to  you  a  staff 
of  communication 
specialists  to  pro- 
vide assistance 
in  developing 
literature 

and  other  material  for 
use  in  giving  plan  information  to 
your  employees. 

For  the  full  story  on  our  Group 
Dental  Plans,  just  call  your 
Metropolitan  representative. 


O  Metropolitan 

Where  the  future  is  now 


Still  King  Of  The 

I 

,->-:^::: 

Gallo  remains 

bigger  than 

its  next  four  rivals  combined, 

even  though 

it  is 

losing  market  share  deliberately. 

1971 

1972 

1973 

1974 

Change  in 
mil.  gal. 

{%  of 

(%  of 

(%  of 

(%  of 

(%) 

Company 

(mil.  gal.)  market) 

(mil.  gal.)  market) 

(mil.  gal.) 

market) 

(mil.  gal.)  market) 

1973-1974 

E&J  Gallo 

99.7 

32.7 

109.7 

32.6 

98.5 

28.4 

99.0 

28.4 

H-    0.5' 

United  Vintners 

34.0 

11.1 

35.5 

10.5 

41.9 

12.1 

46.0 

13.2 

+    9.9 

Franzia-Mogen  David 

15.9 

5.3 

20.8 

6.1 

24.6* 

7.1 

21.8 

6.2 

-11.3 

Almaden  Vineyards 

8.7 

2.9 

11.8 

3.5 

14.2 

4.1 

15.3 

4.4 

+  7.6 

CanadaiguaWine  Co. 

9.5 

3.1 

10.5 

3.1 

12.0 

3.4 

12.5 

3.6 

-f  4.2 

Guild  Wine  Co. 

12.2 

4.0 

13.3 

4.0 

12.1 

3.5 

11.9 

3.4 

-  1.9 

The  Taylor  Wine  Co. 

9.0 

3.0 

9.7 

2.9 

10.9 

3.1 

11.6 

3.3 

+  5.9 

Paul  Masson  Vineyards  4.4 

1.4 

5.3 

1.6 

6.8 

2.0 

7.6 

2.2 

+  11.1 

Christian  Bros.  Winery  4.4 

1.4 

4.9 

1.5 

5.0 

1.4 

4.7 

1.4 

-  6.2 

,:_:-:■'■*      ' 

Calif.  Wine  Assn. 

5.7 

1.9 

5.0 

1.5 

4.1 

1.2 

3.6 

1.0 

-12.8 

1 

Total  Domestic 

269.1 

88.2 

289.9 

86.1 

292.1 

84.2 

298.0 

85.4 

+  2.0 

Imports 

35.9 

11.8 

46.7 

13.9 

54.8 

15.8 

5i.r 

14.6 

-  6.9 

Total  Sales 

305.0 

100.0% 

336.6 

100.0% 

346.9 

100.0% 

349.1 

100.0% 

+  0.6 

*  Includes  Tribuno. 

Source:  Wheat,  First  Securities  of  Richmond,  Virginia. 

union  supporter  and  a  devout  Cath- 
olic, was  one  of  the  first  to  welcome 
Cesar  Chavez'  union  in  1967.  Then, 
in  1970,  he  again  signed  with  Chavez. 
But  for  some  reason  negotiations 
hogged  down  in  1973,  the  UFW  con- 
tract expired  and  Gallo's  field  hands 
signed  with  the  rival  Teamsters  Un- 
ion. Chavez,  charging  Gallo  manage- 
ment with  dirty  dealings,  then 
launched  his  boycott. 

Whatever  caused  the  Chavez-Gallo 
split,  the  bitter  charges  hurled  by  both 
sides  certainly  haven't  helped  com- 
pany sales  as  Gallo  tried  to  insist  to 
Forbes.  Gallo,  a  novice  at  public 
relations,  followed  rotten  advice.  By 
staying  mute  when  Chavez  first  at- 
tacked the  "sweetheart"  Teamster 
deal,  secretive  Ernest  handed  him  a 
blank  canvas  entitled  "E.  &  J.  Gallo 
Winery,"  and  the  skilled  propagandist 
colored  it  with  slogans  like— "There  is 
blood  on  those  grapes."  Years  after 
consumers  will  be  able  to  remember 
why,  many  will  have  a  nagging,  nega- 
tive feeling  about  Gallo  wine. 

And  now  the  Chavez  mess  is  get- 
ting worse.  Last  week's  special  elec- 
tion among  Gallo  farmworkers  to 
chose  between  the  Teamsters  and 
Chavez  ended  in  a  stalemate,  with 
each  side  protesting  "voting  irregu- 
larities." The  vote  seems  destined  to 
be  contested  in  the  courts— perhaps 
for  years.  Meanwhile,  the  Chavez 
boycott  continues.  This  summer,  be- 
fore the  election,  Chavez  told 
Forbes:    "The    Gallo    boycott   has    a 


life  of  its  own.  It  will  go  on  forever, 
unless  I  call  it  off." 

Even  Gallo's  business  friends  now 
refer  to  the  Chavez  fight  as  "Ernest 
Gallo's  Vietnam." 

The  FTC  and  Chavez  battles  are 
taking  another  frightful  toll.  They 
are  consuming  around  half  of  Ernest's 
time.  That  wouldn't  be  so  bad  if  he 
had  delegated  authority.  But  he  has 
delegated  nothing.  He  is  isolated. 
Lately,  with  him  preoccupied,  impor- 
tant unresolved  problems  have  begun 
to  stack  up  on  the  expensive,  antique 
desk  that  fills  his  wood-paneled  office. 
As  he  himself  told  Forbes:  "Who  else 
do  you  need?' 

Ironically  but  predictably,  Gallo 
finds  himself  competing  against  an 
army  of  ambitious  marketing  men 
who  he  himself  trained.  The  men 
joined  other  wineries,  some  say,  de- 
spite Gallo's  old  heavy-handed  ef- 
forts to  discourage  the  defectors. 

Life  After  Death 

Because  the  "E."  and  "J."  of  E.  &  J. 
Gallo  Winery  have  been  so  dominant, 
many  wonder  what  will  become  of 
the  company  after  the  two  brothers— 
now  66  and  65— are  gone.  (There  is 
a  third,  younger  brother,  named  Jo- 
seph, after  the  father,  who  sells  grapes 
to  the  company.  But  for  unexplained 
reasons,  he  has  never  owned  E.  &  J. 
Gallo  stock,  and  he  has  only  rarely 
been  seen  at  Ernest's  home.) 

There  is  no  clear  heir  apparent 
among  the  three  Gallo  sons,  who  are 


all  in  their  mid-thirties. 
By  most  accounts,  the 
top  spot  ought  to  go  to 
Bob,  Julio's  capable 
son.*  But  he  is  as  self- 
effacing  as  his  father. 
"Bob  is  the  hail-fellow- 
well-met,"  says  an  ex- 
employee.  "But  I  always 
felt  he  was  working  against  his 
will." 

Ernest's  older  son,  David,  is  not  a 
serious  contender.  His  son  Joseph  is  at 
least  a  respected  student  of  his  father. 
An  old  competitor  recalls  sitting 
across  from  Joe  at  a  Gallo  dinner: 
"It  was  like  watching  a  tennis  match. 
When  his  father  spoke,  Joe  would 
turn  to  catch  every  word.  Then  he 
would  turn  to  whoever  answered; 
then  back  to  his  father  for  his  reply. 
That  went  on  all  night." 

Ernest  himself  has  told  intimates 
that  the  company  will  be  run  by  a 
professional  manager  who  will  answer 
to  an  "involved"  family  board  of  di- 
rectors. Two  possible  candidates  arc 
Ernest's  friend  Arthur  Palumbo,  the 
52-year-old  head  of  Distillers  Corp.- 
Seagrams'  Browne  Vintners  (Paul 
Masson),  and  E.H.  (Skip)  McLaugh- 
lin, Gallo's  37-year-old  vice  president 
of  marketing. 

The  Gallos  have  other  options.  They 
could  sell  out  to  any  number  oi  cor- 
porations for  cash  or  stock  worth  up- 
wards of  $500 million.  Although  Ernes! 
has  vowed  that  his  eoinpan\  will  re- 
main independent  as  lung  as  he  lives, 

he  himself  has  quietly  explored  take- 
over bids— but  on  his  own  term  \ 
hanker  says  that  back  around  1969 
Gallo  was  seeking  40  times  earnings  in 

stock,  or  rough  I  \    double   the   going 

rate  for  wineries.  The  hanker  sa\s: 
"Gallo     would     have     controlled     the 

'Julio's  son  in  law,    Jim   Coleman,    who  married  his 
daughter  Susan,  works  for  him  in  wine  production. 
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company  that  bought  him.  When  the 
companies  saw  that,  they  backed  off." 

At  that  time  Seagrams  reportedly 
was  willing  to  pay  around  $200  mil- 
lion (or  roughly  25  times  Gallo's  net 
earnings ) .  When  Seagrams'  chief  op- 
erating officer,  Jack  Yogman,  pressed 
the  subject,  Gallo  said,  with  a  wave 
of  his  hand:  "Enough  of  this  talk.  If 
it  ever  comes  down  to  it,  maybe  Gallo 
will  buy  Seagrams." 

The  Gallos  could  also  sell  the  pub- 
lic just  enough  stock  to  satisfy  the 
estate  taxes,  but  that  would  strip 
away  the  family's  screen  of  privacy. 

All  in  all,  the  betting  is  that  the 
Gallo  company  can  remain  private  as 
long  as  the  family  wants  it  to  be.  Fi- 


nancing is  no  problem:  A  wine  busi- 
ness, once  established,  requires  little 
additional  capital,  and  Gallo  has  not 
been  expanding  its  physical  volume. 
Although  he  denies  it,  the  evidence 
is  that  Ernest  Gallo  has  been  pouring 
much  of  his  huge  cash  flow  into  a 
growing  investment  portfolio.  If  estate 
taxes  must  be  paid,  the  portfolio  could 
easily  be  liquidated  to  pay  at  least 
part  of  the  taxes. 

As  Ernest  told  Forbes  in  1968 
when  we  raised  the  unavoidable  ques- 
tion of  his  company's  future  after  he's 
gone:  "Let  me  answer  you  this  way. 
.  .  .  Isn't  it  likely  that  the  same  in- 
genuity, effort,  whatever  you  want  to 
call   it,   that  went  into   building   this 


business  must  have  also  been  used  to 
provide  for  that  contingency?" 

The  "contingency"— as  he  puts  it- 
is  probably  years  away.  Ernest  and 
Julio  could  easily  live  another  20  years 
or  more  and  end  up  being  among 
America's  few  genuine  billionaires. 
They  dominate  their  industry  in  a  way 
unequaled  by  any  other  individual 
family  (and  equaled  by  only  a  hand- 
ful of  corporations  like  International 
Business  Machines).  If  you  doubt  the 
family's  accomplishments  and  power, 
don't  take  our  word,  just  ask  all  the 
corporate  newcomers  to  wine  who, 
with  the  notable  exception  of  Heu- 
blein,  are  struggling  to  stay  out  of  the 
way  of  the   Gallo  wine  press.    ■ 


Good  News  For  Guzzlers:  The  Great  Grape  Glut 


Premium  wine  at  jug-wine  prices  is 
right  around  the  corner.  Louis  Gom- 
berg,  a  wise  and  respected  industry 
consultant,  says:  "There  will  be  more 
wine  of  superior  quality  than  ever  be- 
fore, without  a  rise  in  prices."  And 
looking  farther  into  the  future,  wine 
writer  Leon  Adams  sees  "good,  every- 
day wine  at  soda  pop  prices." 

That,  of  course,  is  great  news  for 
the  country's  40  million  table  wine 
drinkers,  but  rotten  news  for  the  Cal- 
ifornia grape  growers  and  wine  mak- 
ers whose  overexpansion  is  ushering 
in  the  new  era  of  bargain  wine. 

Deceived  by  the  old  "pop"  wine 
boom  and  a  freakishly  poor  California 
harvest  in  1972  (the  smallest  in  some 
30  years),  Prudential,  John  Hancock 
and  other  big  lenders  foolishly  bank- 
rolled an  unprecedented  $750-million 
vineyard  explosion  in  California  from 
1970  to  1974.  But  as  the  vines  took 
root,  pop  sales  peaked  and,  in  turn7 
overall  consumption  leveled. 

Now  Arthur  D.  Little's  Lauren 
Ward  figures  that  the  supply  of  tra- 
ditional table  wine  could  be  about 
double  consumer  demand  by  1978. 
Shakng    his    head,    Ward    says    sad- 


ly: "It's  an  impossible  situation." 
The  glut  is  already  depressing  both 
grape  and  bulk  (or  unbottled)  wine 
prices.  This  fall's  quality  grape  prices 
are  expected  to  be  about  45%  below 
their  1973  highs.  The  well-to-do  am- 
ateur growers,  who  jumped  in  for  the 
tax  shelter,  are  now  running  for  shel- 
ter. Many  may  simply  abandon  their 
vineyards  to  their  bankers,  beginning 
this  fall.  Even  the  state's  9,000  full- 
time  growers  will  be  lucky  to  break 
even  for  years  to  come.  A  hardened 
winemaker  says:  "We  are  two  bank- 
ruptcies away  from  when  the  real  peo- 
ple—the pros— buy  up  the  new  vine- 
yards and  make  a  profit  on  them." 

The  resulting  flood  of  wine  will 
drown  some  wineries,  too.  Competi- 
tion for  retail  shelf  space  will  be 
fierce,  and  price-cutting  rampant.  Al- 
ready at  least  four  California  wineries 
are  in  serious  difficulty,  including  So- 
noma Vineyards  (formerly  Tiburon 
Vintners),  a  onetime  high-flying  pub- 
lic company.  Also,  newcomer  Pills- 
bury  has  decided  to  sell  its  Souverain 
and  get  out  of  the  business  which, 
from  scratch,  demands  $1  to  $2  of 
investment  for  each  $1  of  sales. 

However,  the  glut  of  good  varietal 
grapes  will  help  some  winemakers, 
especially  those  that  can  afford  to 
upgrade  and  promote  their  low-priced 
brands.  Like  Gallo.  And  like  such 
tough  competitors  as  Heublein  (with 
its  fast-growing  Inglenook  Navalle  line 
at  $3.29  per  half  gallon);  Guild  Wine 
Co.  (with  Cribari  at  $2.09  to  $2.79 
per  half  gallon);  C.K.  Mondavi  (with 


Fierce  competition  is  causing  ups 
and  downs.  August  Sebastiani  (left), 
who  favors  overalls  to  suits,  boosted 
sales  60%  this  year,  partly  by  launch- 
ing his  "premium"  jug  wines.  Louis 
Martini,  however,  may  see  his  fine 
but  costly  wines   lose   market  share. 


C.K.  at  $3.19  to  $3.35  per  half  gal- 
lon) Nestle's  affiliate  Beringer  (with 
its  Los  Hermanos  at  $2.98  to  $3.29 
per  half  gallon)  and  respected  Sebas- 
tiani Vineyards  (with  its  "premium 
jug"  varietals  at  $5  per  half  gallon ) . 

Other  well-known  names  like  Na- 
tional Distillers  and  Chemical  Corp.'s 
Almaden,  Distiller's  Corp. -Seagrams' 
Paul  Masson,  Louis  Martini  and  Chris- 
tian Brothers  could  see  their  most 
costly  wines  surrender  market  share. 

Then  there  is  the  new  Bronco  Wine 
Co.,  run  by  three,  brash  young  mem- 
bers of  the  Franzia  family.  They  are 
out  to  undercut  everyone  from  their 
parent's  old  Franzia  Brothers  Winery 
(now  owned  by  Coca-Cola  Bottling 
Co.  of  New  York)  to  Uncle  Ernest 
Gallo  (who  married  Amelia  Franzia 
in  1931).  By  buying  distress  bulk  wine 
for  as  little  as  40  cents  per  gallon, 
they  can  retail  it  under  their  C.C. 
Vineyards  label  at  $1.49  a  gallon, 
roughly  half  the  price  of  Gallo's  low- 
est-cost Red  Mountain  line. 

All  in  all,  Gallo  won't  lack  for  com- 
petition. Nor  will  wine-drinkers  lack 
for  reasonably  good  wine  at  reason- 
able prices. 
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Get  the 

fastest,  simplest 

reduction  copier 

in  the  business. 


Get  letter-size  copies 
from  oversize  documents, 
for  easier  handling. 

For  savings  in  postage 
and  paper. 

With  less  time  at 
the  copier. 

Computer  print-outs  and  ac- 
counting worksheets  .  .  . 
engineering  drawings  and 
magazine  spreads.  3M's  fast, 
simple  reduction  copier  reduces 
oversize  documents  like  these 


to  letter-size  copies  that  are 
easier  to  handle,  carry,  file,  and 
mail.  And  it  does  it  more  quickly 
and  more  simply  than  any 
other  reduction  copier  in  the 
business.  On  plain  paper. 

No  complicated  charts  to 
consult.  No  fancy  figuring  to 
do.  No  time-wasting,  paper- 
wasting  stabs  at  getting  it  right 
the  first  time.  The  copier  does 
your  figuring  for  you.  And  in 
3.5  seconds,  it  gives  you  a  clear, 


sharp,  easy-to-read  letter-size 
copyfrom  almost  any  original. 
(That  makes  it  the  fastest 
reduction  copier  -  3  copies 
faster  than  most!} 

Same-size  copies?  They  come 
out  just  as  fast- automatically! 

Find  out  more!  Call  your  3M 
Business  Products  Center  for 
a  presentation  on  the  fastest, 
simplest  way  to  reduce  in  the 
plain  paper  copier  business 
today.  3Msfast,  simple  "VHS-R'.' 


sm 


BUSINESS 

PRODUCTS 

mmi  CENTERS 


See  your  local  3M  Business  Products  Center  now  for  special  savings  on  3M  Brand  Copiers. 


Will 
Congress 

Pitch 

PISCs? 

Is  the  Domestic 
International  Sales 
Corporation  merely 
an  expensive 
tax  loophole? 
Or  the  best  thing 
that  ever  happened 
to  U.S.  exports? 


"A  ripoff!"  complains  Senator  Floyd 
Haskell  (Dem.,  Colo.). 

A  great  help  for  America's  foreign 
trade,  counters  Washington,  D.C.  at- 
torney Robert  T.  Cole. 

Cole  and  Haskell  are  talking  about 
the  same  thing:  Domestic  Interna- 
tional Sales  Corporations,  better 
known  as  DISCs. 

Senator  Haskell  and  a  good  many 
other  congressmen  regard  DISCs  as 
unjustified  tax  loopholes  and  want  to 
get  rid  of  them.  By  using  DISCs,  a 
U.S.  manufacturer  can  export  goods 
and  pay  taxes  on  only  about  half  of 
the  profits;  the  rest  is  deferred  indef- 
initely. Senator  Haskell  regards  this 
as  an  outrage  and  has  written  a  DISC 
repealer  into  his  pending  tax  re- 
form bill. 

He  points  out  that  DISCs  cost  the 
Treasury  $1  billion  in  tax  revenues 
in  the  1975  fiscal  year.  The  figure 
may  double  in  the  1976  fiscal  year. 
The  revenue  loss  is  running  many 
times  higher  than  original  projections. 

That's  true,  say  defenders  of  DISCs, 
but  the  more  the  Treasury  loses,  the 
more  the  U.S.  balance  of  trade  gains. 
Attorney  Cole,  who  helped  draft 
the  original  DISC  legislation  when  he 
was  with  the  Treasury,  has  this  to  say 
in  defense:  "The  fact  that  DISC  has 
a  higher  revenue  cost  than  anyone 
anticipated  means  it's  doing  a  better 
job  than  anyone  ever  anticipated.  Our 
exports  are  doing  much  better.  Why 
tamper  with  a  winning  combination?" 

Just  as  Haskell  can  muster  figures 
to  criticize  DISCs,  others  can  mus- 
ter figures  to  support  them.  Before 
DISCs  went  into  operation  in  late 
1971,  U.S.  exports  were  in  trouble 
and  imports  were  rising.  From  $5  bil- 
lion in  1965,  the  U.S.  trade  surplus 
shrank  to  $600  million  by  1969.  But 
today,  the  situation  is  much  different. 


U.S.      ex- 
ports     have      more 
than  doubled  (to  $100  billion  a  year). 

The  nub  of  the  controversy,  how- 
ever, is  this:  Nobody  really  knows 
how  much  DISCs  have  helped  U.S. 
exports  and  how  much  was  the  result 
of  a  far  cheaper  U.S.  dollar.  "When 
you  give  a  special  subsidy  for  a  spe- 
cial thing,"  says  a  spokesman  for  the 
AFL-CIO,  which  is  lobbying  against 
DISC,  "then  the  burden  of  the  proof 
is  on  the  recipients  that  it  is  in  the 
public  interest  to  leak  away  $1  bil- 
lion in  federal  revenues." 

At  the  moment,  however,  the  ar- 
gument is  running  strongly  against  the 
defenders  of  DISCs.  In  1972,  with 
DISCs  going  full  swing,  exports  in- 
creased only  14%— and  most  of  that 
was  inflation  both  here  and  abroad. 
Not  until  1973,  when  devaluation 
really  got  going,  did  exports  really 
surge— up  some  45%. 

It's  a  fact,  too,  that  the  U.S.  has 
been  aided  by  a  slower  rate  of  in- 
flation than  most  of  its  competitors. 
This,  plus  devaluation  and  a  down- 
floating  dollar,  has  helped  keep  U.S. 
goods  relatively  cheap. 

About  the  best  that  the  pro-DISC 
people  can  do  is  argue  that  .  .  . 
well,  DISCs  certainly  must  have 
helped.  Ingersoll-Rarid  Vice  Chair- 
man David  T.  Garfield  heads  a  busi- 
nessmen's group  that  is  lobbying 
Congress  to  retain  DISC.  Garfield  has 
a  letter  from  the  Commerce  Depart- 
ment saying  that  DISCs  were  respon- 
sible for  somewhere  between  $7  bil- 
lion and  $9  billion  in  additional  ex- 
ports last  year.  The  letter  also  says 
that  what  the  Treasury  lost  through 
the  lower  DISC  tax  rate  it  more  than 


made  up  from  the  higher  overall  rate 
of  exports  and  profits. 

Garfield    argues    that    a    repeal    of 
DISC  would  simply  add  to  a  tax  bur- 
den for  U.S.  industry  that  is  already 
too  high:    "Our  domestic  cor- 
porate    taxes     are     already 
too   high,   and  the   repeal 
of    DISC    would    increase 
our  tax  bill  by  about  20%. 
And  that's  a  hell  of  a  lot." 
He    cites    recent    congres- 
sional  testimony   by 
Treasury  Secretary 
Simon    that    while 
the   average   nomi- 
nal    effective     tax 
rate   for   U.S.    cor- 
porations for   1966 
was  43%,  now,  af- 
ter adjusting  for  in- 
flation, the  tax  rate 
in     real     terms     is 
around  69%. 

The  one  cer- 
tain thing  about 
DISC  is  that  it  has 
provided  tax  relief 
for  many  companies. 
DISC  saved  Garfield's  Ingersoll-Rand 
$5  million  last  year.  For  General 
Electric,  a  DISC  tax  savings  appar- 
ently meant  increased,  not  reduced, 
earnings  for  1974. 

"I  would  be  very  happy  to  have 
an  overall  reduction  in  the  corporate 
tax  rate  [instead],"  says  I-R's  Gar- 
field. "But  in  all  our  talks  with  Con- 
gress, we  have  been  told  repeatedly 
that  that  alternative  is  not  in  the 
cards.  Especially  in  an  election  year." 
In  fact,  more  taxation,  not  less,  is 
likely  for  U.S.  multinationals  from 
Congress.  In  addition  to  the  likely  re- 
peal or  modification  of  DISC,  other 
possibilities  on  congressional  front 
burners  include: 

•  A  modification  or  repeal  of  the 
Foreign  Tax  Credit.  Repeal  could  im- 
pose an  effective  tax  rate  of  up  to 
75%  on  certain  categories  of  foreign- 
source  earnings. 

•  A  change  that  could  subject  un- 
distributed earnings  of  foreign  sub- 
sidiaries to  U.S.  taxation. 

•  Repeal  of  the  Western  Hemi- 
sphere Trade  Corporation  provision, 
which  has  limited  taxes  on  earnings  on 
U.S.  exports  to  most  Western  Hemi- 
sphere countries  to  34%. 

Will  U.S.  exporters  lose  DISC?  The 
answer    mainly    lies    in    whether    our 
trading   partners   will   yield   on   some 
of   their   apparent   export   subsidies 
like  the  Value  Added  Tax  rebates— in 
the    GATT    (General   Agreement    on 
Trade  &  Tariffs)  negotiations  now  un 
der  way  in  Geneva.  If  they  don't.  Con 
gress  may  look  more  kindly  on  t.i\  In 
centives  for  U.S.  exports.  If  they  do, 
the  days  of  DISC  may  be  numbered.  ■ 
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Photographed  on  the  W/olf  River  in  Wisconsin. 


We  know  the  hazards. 
But  you  have  to  paddle  your  end  of  the  canoe. 


BUSINESS  INSURANCE  IS  A 
PARTNERSHIP.  To  do  the  job  that 
business  insurance  is  meant  to  do 
requires  a  policyholder  willing  to 
provide  a  commitment  and  energy  to 
loss  prevention  and  an  insurance 
company  able  to  provide  direction 
and  expertise  toward  attaining  that 
goal.  Because  there  is  only  one  way 


for  a  business  to  keep  its  insurance 
costs  down,  and  that's  by  keeping 
its  loss  experience  down. 

If  you  want  an  effective  partner  in  an 
all-out  effort  to  hold  down  your 
business  insurance  losses  and  costs, 
we  invite  you  to  join  us.  We're  the 
people  who  know  business  insurance 
like  nobody  else  in  the  business. 


Come  to  the  source 


Employers  Insurance  of  Wausau 


Wausau,  Wisconsin 


America  has  one  form 
environmentally  clean 
Take  advantage  off  the 


i 


No  Flame 


No  Smoke 


No  Grit 


No  Spills 


; 


of  energy  that  is 
at  the  business  end. 
low  risk  element. 


No  Fumes 


Choose  electricity  for  all  your  energy  needs 
and  you'll  minimize  the  risk  of  environmental 
problems  at  your  plant  or  building  site  —  no 
matter  how  regulations  may  change. 

Electricity  gives  businesses  a  way  to 
make  heat.  Without  drawing  fire. 

There  are  no  stack  emissions  for  users 
to  worry  about;  no  grit  or  grime  or  fumes 
to  annoy  neighbors  and  create  unpleasant 
working  conditions.  There's  no  residue, 
either,  to  pose  disposal  problems. 

Electricity  is  the  cleanest  form  of  energy 
at  the  point  of  use. 

That's  one  reason  why  electricity  is 
being  substituted  for  the  direct  use  of  fuels 
for  process  heating,  space  heating,  and  even 
process  steam  production  whenever  and 
wherever  possible. 

Electricity  offers  business  and  industry 
the  element  of  least  environmental  risk. 

For  more  information  on  the  advantages 
of  electricity,  write  to  Section  390-31, 
General  Electric  Company,  1  River  Road, 
Schenectady,  N.Y.  12345. 


••  ELECTRICITY  *• 
AMERICA  CAN  MAKE  IT! 


GENERAL 


No  Grime 


ELECTRIC 


At  the  noivbank  bank, 
you  Ye  not  one  of  a  crowd 


You're  one  of  a  kind. 


At  Fiduciary  Trust  Company,  all  accounts  are  man- 
aged individually  and  personally.  You  can  be  sure  your 
account  manager  has  the  experience  and  genuine  inter- 
est to  give  your  account  the  personal  attention  it  de- 
serves. And  that's  true  for  all  aspects  of  investment 
management,  including  tax,  trust  and  estate  matters,  or 
special  private  investment  opportunities. 

Fiduciary  can  give  you  this  special  attention  be- 
cause we  devote  all  our  time,  skills,  energy,  resources 
and  personnel  to  the  care  and  management  of  our 
clients'  funds.  Fiduciary  is  the  one  New  York  bank  that 


for  43  years  has  avoided  the  unrelated  activities  of  com- 
mercial banking.  Fiduciary  Trust  Company  of  New  York. 
The  non-bank  bank. 

Investment  Management  accounts  and  Trusts  from 
$300,000  are  managed  for  a  minimum  annual  fee  of 
$2,500.  Streamlined  Securities  Management  accounts 
starting  at  $100,000  are  managed  for  a  minimum  annual 
fee  of  $1,000. 

Why  not  step  out  of  the  crowd.  Call  or  write  Daniel 
E.  Peterson,  Vice  President,  at  (212)  466-4100. 


FIDUCIARY 

TRUST  COMPANY  OF  NEW  YORK 

The  non-bank  bank 

TWO  WORLD  TRADE  CENTER.  NY  10048 
EUROPEAN  OFFICES:  London/Geneva 


Pssst! 
Wanna 
Second  Home 
Cheap? 


They  are  practically  giving  away 

homes  in  Ocean  City,  Md. 

Each  comes  complete 

with  a  catch 

—at  no  extra  charge. 
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ffccEAN  City  is  a  monument  to  the 
**  massive  overbuilding  that  swept 
through  the  country's  resort  regions 
over  the  past  few  years.  Today  the 
once-ballyhooed  "Miami  Beach  of 
Maryland"  looks  more  like  a  modern 
ghost  town  by  the  sea.  Driving  south  on 
Ocean  Highway  you  see  acres  of  near- 
empty  parking  lots  and  deserted  high- 
rise  condominiums  one  after  another. 
The  monotony  is  broken  only  by  an  oc- 
casional fire-sale  billboard:  "Red  Tag 
Lenders  Closeout.  Save  $15,000." 

Nationwide,  there  are  perhaps 
200,000  unsold  condominiums— many 
in  resort  areas  like  the  real  Miami 
Beach,  Fort  Lauderdale  and  Lake  Ta- 
hoe.  Ocean  City's  distinction  is  that 
it  is  probably  the  most  overbuilt  of 
all;  the  town  has  around  3,000  unsold 
units,  more  than  enough  to  provide 
each  of  its  2,500  year-round  residents 
with  a  second  home. 

The  lenders  stuck  with  the  build- 
ing—big names  like  Bankers  Trust, 
Philadelphia  National  Bank,  Chase 
Manhattan  Real  Estate  Investment 
Trust  and  City  Investing's  C.I.  Mort- 
gage Group— sweat  all  the  summer 
long  trying  to  unload  the  vacancies 
at  almost  any  price. 

Last-minute  discounting— and  bal- 
lyhooed  sellouts  at  two  high  rises- 
buoyed  their  hopes.  "But  even  if  that 
keeps  up,"  says  Baltimore-based  real 
estate  consultant  Ronald  Lipman, 
"there's  no  way  Ocean  City's  inventory 
will  be  gone  before  1978."  Jeffrey 
Springer,,  senior  vice  president  for  real 
estate  at  Maryland  National  Bank,  is 
gloomier:  "It's  the  end  of  the  season 
and  most  of  that  stuff  hasn't  sold.  I 
think  you'll  see  a  lot  of  buildings 
boarded  up  for  years." 

Two  are  already  boarded  up— the 
186-unit  Aquarius  (financed  by  Flori- 


Lenders  pine  for  buyers— not  lovers— along  Ocean  City's  near-empty  beaches. 


da's  Fidelity  Mortgage  Investors)  and 
the  104-unit  Antigua  (backed  by  a 
Bankers  Trust  loan).  As  early  as  last 
winter,  a  local  resident  recalls  driving 
past  an  eerily  empty  high  rise:  "The 
only  light  was  on  the  Christmas  tree 
in  the  lobby." 

Meanwhile,  the  units  that  are  mov- 
ing are  going  very  cheap.  Nearly  any- 
body who  wants  one,  no  matter  how 
little  he  earns,  can  have  one.  One- 
bedroom  oceanfront  apartments  that 
once  commanded  $60,000  are  being 
offered  for  around  $45,000  or  less,  but 
that's  only  part  of  the  deal,  the  terms 
are  just  10%  down  and  8%  interest 
financing  stretched  out  over  30  years. 

One  self-styled  condominium  spe- 
cialist named  Jack  Studnicky  claims 
that  he  earned  around  $250,000  in 
commissions  in  three  weeks  selling  115 
units  cheap  for  the  Chase  Manhattan 
REIT  and  other  unhappy  owners.  The 
owners  are  losing  about  $8,000  on 
each  sale,  but  a  banker,  speaking  in 
the  jargon  of  the  trade,  explains: 
"Lenders  are  trading  an  improvement 
in  the  credit  risk  for  a  lower  rate  of 
return."  In  other  words,  they  want 
out  at  any  price. 

Already,  however,  local  newspapers 
carry  notices  of  a  second  round  of 
foreclosures— this  time  on  condomin- 
ium buyers  who  can't  make  their  pay- 
ments. Floyd  Bassett,  a  former  mathe- 
matics teacher  who  now  sells  con- 
dominiums, warns  customers  that  "if 
you  have  to  rent  out  one  of  these  for 
part  of  the  year  in  order  to  carry 
the  monthly  expense,  don't  buy." 
The  oversupply  makes  renting  very 
precarious. 

There  are  plenty  of  other  reasons 
to  think  twice  before  investing  in 
Ocean  City.  Some  of  the  construction 
was  done  by  novice  student  laborers 


and  is  shoddy.  One  lender  had  to 
spend  $250,000  recaulking  a  high  rise 
after  he  foreclosed.  And  according  to 
a  story  going  around,  another  build- 
er used  smaller  and  smaller  beams 
the  higher  he  built  to  cut  costs. 

Then,  too,  few  of  the  high  rises 
have  the  sprinkler  and  smoke-warning 
systems  now  required  by  the  Ocean 
City  building  code.  Some  wonder  if 
the  town's  volunteer  firemen  could 
cope  with  a  serious  fire  in  a  27-stoiy 
condominium. 

And  then  there's  aesthetics.  Stand- 
ing side  by  side  for  20  blocks,  the 
buildings  blot  out  the  afternoon  sun 
along  much  of  the  beachfront.  "You 
can  always  get  the  sun  between  the 
buildings,"  a  local  booster  claims,  try- 
ing to  put  a  bright  face  on  a  dark 
situation. 

A  number  of  people  worry  that 
many  of  the  families  who  signed  up 
to  buy  units  during  their  1975  sum- 
mer vacations  will  have  second 
thoughts  and  back  out.  "A  lot  of  peo- 
ple will  change  their  minds,"  says 
builder  Lawrence  Goodman.  "And  no- 
body will  settle  [that  is,  close  a  deal] 
on  an  oceanfront  condominium  once 
the  snow  flies." 

Fun  and  Games 

In  a  sense,  it  was  inevitable  that 
Ocean  City  ended  up  being  overbuilt; 
it  was  too  good  for  its  own  good. 
Look  at  a  map.  Ocean  City  has  about 
the  only  developable  oceanfront  serv- 
ing two  major  cities,  Baltimore  and 
Washington,  which  are  each  less  than 
four  hours  away.  Environmentalists 
have  closed  most  of  the  Delaware 
beaches  to  the  noith  to  large-scale 
construction;  the  Maryland  and  Vir- 
ginia coast  to  the  south  is  unimproved 
national  seashore. 
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Energy  doesn't  haw 


Solving  the  world's  energy  problems 
would  be  comparatively  simple  if  we  didn't 
have  to  worry  about  the  environment.  And 
environmental  problems  would  be  much  less 
serious  if  we  didn't  need  so  much  energy.  At 
Engelhard,  we 
believe  that 
the  world 
needs 

products  and 
processes  that 
will  help  in  both 
these  areas  at  the  same 
time.  One  of  these  is  the  catalytic 
converter  for  automobile  exhausts. 

Cleaner  exhausts  and  more 
miles  per  gallon. 

Catalytic  converters  have  made  it  pos- 
sible to  clean  up  automobile  emissions  with- 
out the  stumbling  and  gas-guzzling  that 
earlier  anti-pollution  methods  usee!  to  cause. 


So  your  1975  car  runs  smoother  and  cleaner 
than  a  1974  —  and  gets  better  gas  mileage, 
too.  Up  to  25%  better  in  many  cases.  Which 
is  why  catalytic  converters  are  being  used 
on  an  even  wider  range  of  1976  models. 


E 

em 


Engelhard  manufactures  two  types  of  catalysts  for  autoniobi 
the  pelletized  type  and  the  honeycomb  type,  both  providing 

less  polluting  emissions  n  ml  more  miles  per  gallon. 

Engelhard  catalysts  and  technology  help 

reduce  exhaust  pollutants  for  more  than 
50%  of  the  cars  currently  produced  in  the 
U.S.  and  many  of  the  leading  imports,  too, 
This  isn't  surprising,  because  Engelhard's 
pioneering  research  and  development  work 
on  catalytic  converters  goes  back  L5  years. 


fi 


o  be  a  dirty  word. 


Other  ways  that  Engelhard 
research  helps. 

The  catalytic  converter  is  only  one  of 
Engelhard's  many  contributions  to  solving 
energy  and  environmental  problems 
through  leadership  in  catalytic  research  and 
technology.  For  example,  we  make  catalytic 
incinerators  which  minimize  the  energy  re- 
quired to  remove  odors  and  pollutants  from 
stack  gases,  catalysts  that 
increase  the  quantity  of 
lead-free  gasoline  obtained 
from  each  barrel  of  crude 
oil,  and  catalysts  that  solve 
critical  pollution  problems 
for  nuclear  power  stations. 

In  fact  all  our  catalysts 
help  to  get  things  done  the 
most  efficient  way,  which 
means  less  use  of  energy, 
less  waste  and  less  pollu- 


tion. And  all  this  is  only  one  small  area  of 
Engelhard's  business.  If  you'd  like  to  find  out 
more  about  the  whole  corporation,  write  to 
Investor  Relations  Department,  Engelhard 
Minerals  &  Chemicals  Corporation,  299  Park 
Avenue,  New  York,  N.Y.  10017,  for  copies  of 
our  1974  Annual  Report,  our  Report  to  Stock- 
holders for  the  First  Half  of  1975  and  other 
current  literature. 


Engelhard:  an  advancing  company 

The  business  of  Engelhard  Minerals  &  Chemicals  Corpoiation  is 
international  and  is  divided  into  three  broad  categories:  the  market- 
ing of  ores,  minerals  and  metals;  the  mining  and  processing  of  non- 
metallic  minerals;  and  the  refining  and  fabrication  of  precious  metals. 

Engelhard  sales  and  earnings  have  been  growing  rapidly,  as 
shown  by  the  following  table. 


Revenues 
Net  Earnings 
Stockholders'  Equity 


6  mos.  1975 

$2.4  billion 
$59.9  million 
$454  million 


6  mos.  1974 


Year  1974 


$2.3  billion  $5.4  billion 
$52.2  million  $1 10.2  million 
$358  million       $403  million 


Year  1973 

$3.1  billion 
$52.5  million 
$313  million 


tiNtfCBS  CLOSE  OUT 

5  WE  *f5.000 

.  NOW  FROM  -  $32,900 
<  CHASE  MANHATTAN 

MORTGAGE    C  I»I*ITY    TRUST 

B5C  —  30  YEAR    M0RT6A6E 

MODELS  OPEN  9-9 


Ocean  City's  summer  population  of- 
ten exceeds  200,000  and  the  town 
fathers  welcome  the  crowds.  There 
is  no  clique  of  entrenched  families 
wedded  to  the  status  quo;  instead, 
nearly  all  the  townies  live  off  tourism. 

The  first  builders  to  put  up  con- 
dominiums in  the  late  Sixties  made 
killings.  Word  spread  and  soon  build- 
ers from  Baltimore  and  beyond  moved 
in.  And  then,  inevitably,  the  "flim- 
flam" artists  followed  in  1972  and 
1973.  First  "an  army  of  speculators," 
as  one  longtime  builder  puts  it,  signed 
up  to  buy  the  condominiums  before 
they  were  built;  the  speculators  hoped 
to  unload  them  on  others  at  higher 
prices  later  on.  Builders,  perhaps  mis- 
led by  the  speculative  "sales,"  pro- 
posed to  cover  the  oceanfront  with 
high  rises. 

Perhaps  most  to  blame  are  the 
banks  and  other  moneylenders.  In- 
stead of  blowing  the  whistle  on  this 
frenzy,  they  encouraged  it,  sometimes 
lending  more  money  than  the  build- 
ers had  even  dared  to  ask  for.  A  local 
builder  says:  "Lenders,  especially  the 
real  estate  investment  trusts,  lcved  to 
make  resort-area  loans.  Those  are  al- 
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ways  riskier  deals,  so  the  REITs  could 
charge  an  extra  percentage  point  or 
two  of  interest."  In  other  words,  the 
riskier  the  better. 

It  got  to  the  point  where  several 
self-proclaimed  developers  borrowed 
money  from  trusts  and  simply  skipped 
town;  they  never  had  the  slightest  in- 
tention of  building.  Those  operators 
were  doing  things  like  never  breaking 
ground  but  stringing  along  their  lend- 
ers by  sending  back  photos  of  other 
builders'  construction;  they  would 
even  walk  the  lenders'  inspectors 
through  the  other  guys'  projects, 
claiming  all  the  time  that  it  was  theirs. 

Bottoming  Out 

The  bottom  fell  out  last  summer, 
and  the  biggest  losses-  are  being  tak- 
en at  the  town's  15  high  rises,  where 
half  of  some  3,000  units  are  unsold. 
Though  only  a  few  foreclosures  have 
occurred,  just  three  builders  still  hold 
title  to  their  projects.  The  others  are 
"workouts"  where  the  lender  takes 
over  without  a  fight.  "A  lot  of  loans 
were  made  without  personal  guaran- 
tees," explains  Morton  Fisher,  who  is 
an  area  attorney,  '  so  there's  no  point 


in  the  legal  hassle  of  foreclosure." 
The  builders  left  in  town  are  in  sad 
shape.  One  of  the  Ocean  City  pioneers, 
chain-smoking  John  Whaley,  is  vir- 
tually wiped  out,  even  though  he 
made  big  money  until  the  last  year  or 
so.  This  June,  through  foreclosure,  he 
lost  his  pride,  the  Pyramid,  which  he 
built  in  that  shape  so  it  wouldn't  east 
a  shadow  on  the  beach.  "I  personally 
lost  between  $2  million  and  $2.5  mil- 
lion," says  Whaley.  "Just  say  it  took 
all  our  assets." 

James  English,  54,  is  only  slightly 
better  off.  Once  the  town's  most  am- 
bitious builder,  he  sold  his  Family  last 
food  chicken  operation  for  $1  million 
in  1972,  teamed  up  with  his  31-year- 
old  commodity  broker  and  somehow 
borrowed  enough  to  build  lour  high 
rises  valued  at  more  than  $35  million. 
Today  English  has  a  hole  in  the  sole 
of  his  patent-leather  loafers  and  puts 
in  a  lot  of  time  showing  potential 
buyers  his  remaining  120-unit  build- 
ing. Trying  to  put  on  a  brave  Face, 
English  told  Forbes:  "Things  are  a 
lot  better  now.  People  [shopping  for 
units]  are  willing  to  leave  then  names 
and  addresses."  ■ 
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SoCal's 
$333-Million 
Insurance  Policy 

SoCal  is  still  committed  to  oil— but  it  bought 
control  of  AMAX  just  in  case. 


nis  Bonney,  SoCal's  vice  president  for 
planning,  "we  realized  we  had  to 
broaden  and  strengthen  our  earnings 
base." 

Traditionally,  SoCal's  earnings  base 
was  extremely  narrow.  It  depended 
heavily  for  profits  on  the  cheap  crude 
oil  Aramco  pumped  from  the  sands 
of  Saudi  Arabia.  It  was  so  accustomed 
to  making  big  money  out  of  Saudi 
Arabia  that  it  tended  to  neglect  ag- 
gressive exploration  elsewhere  and 
was  slow  to  expand  in  the  riskier 
fields  of  marketing  and  refining.  In 
the  process,  SoCal  earned  a  reputa- 
tion for  stuffiness  and  caution.  Its 
chief  worry  was  the  import  quotas 
that  restricted  the  entry  into  the  U.S. 
of  its  cheap  Arabian  crude. 

More  recently  SoCal  has  been 
changing— and  more  drastically  than 
most  outsiders  realize.  The  change 
began  under  Otto  N.  Miller,  who  re- 
tired in  January  of  1974.  It  has  been 
accelerated  by  his  successor,  Bill 
Haynes,  a  former  civil  engineer.  So- 
Cal was  the  first  of  the  majors  to  an- 
nounce a  huge  (50%)  expansion  in 
refinery  capacity  at  a  time  when  a 
serious  refining  capacity  shortage 
loomed.  It  ordered  13  new  tankers, 
seven  of  them  supertankers  at  $35 
million  each,  and  planned  to  build  an 
oil  superport  in  Estero  Bay,  about  200 
miles  south  of  San  Francisco. 

The  plans  were  predicated  on  a 
huge  expansion  of  Saudi  oil  output— 
from  8.5  million  barrels  a  day  to  as 
high  as  20  million.  Those  hopes  have 
since  gone,  but  SoCal  executives  are 
convinced  that  they  can  make  a  rea- 
sonable profit  from  their  share  of  fees 


We're  not  sorry  we're  in  the  oil 
business.  In  fact  we  feel  sorry  for 
anybody  who  isn't." 

So  says  Texas-born  Harold  J. 
(Bill)  Haynes,  50,  chairman  and 
chief  executive  of  Standard  Oil  of 
California.  Bill  Haynes  is  reacting  to 
a  question:  Is  your  company's  invest- 
ment in  AMAX  a  prelude  to  getting 
out  of  the  oil  business?  After  all,  So- 
Cal was  dealt  a  serious  blow  when 
Saudi  Arabia  first  cut  production 
sharply,  then  announced  it  would  take 
over  the  remaining  40%  American  in- 
terest in  Arabian-American  Oil  Co. 
—of  which  SoCal  owns  12%. 

"There's  lots  of  oil  yet  to  be  found," 
Haynes  went  on.  "It  is  unthinkable 
that  we  would  ever  move  out  of  oil."" 

Why,  then,  did  SoCal,  the  "Chev- 
ron" company,  invest  a  third  of  a  bil- 
lion dollars,  over  half  in  cool  cash,  to 
buy  21%  of  AMAX,  the  big  mining 
and  metals  company?  In  essence  be- 
cause, while  it  still  believes  in  the  fu- 
ture of  private  oil  companies,  it  recog- 
nizes the  risks.  "Given  the  uncertain- 
ties of  the  oil  business,"  says  J.  Den- 


Offshore.  SoCal's  triumvirate  led  by  Chairman  Haynes  (left)  on  a  new  rig. 
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for  managing  Aramco  and  from  dis- 
tributing its  output  through  SoCal's 
network  of  tankers,  oil  refineries  and 
Chevron  gasoline  stations. 

In  addition  to  running  into  the 
Saudi  cutbacks  and  planned  takeover 
of  Aramco,  SoCal's  expansion  has  run 
smack  into  the  worldwide  recession. 
As  a  result,  Haynes  has  postponed 
work  on  the  superport,  but  otherwise 
the  program  is  proceeding.  So  is 
stepped-up  exploration.  Says  Haynes: 
"The  only  reason  we  will  be  spending 
less  money  on  exploration  activities  in 
the  U.S.  this  year  than  last  is  that  the 
Interior  Department  has  had  fewer 
offshore  lease  sales." 

If  the  big  internationals  are  going 
to  make  a  case  that  they  have  a 
continuing  role  to  play,  it  will  have 
to  be  through  finding  and  discover- 
ing non-Arab,  and,  if  possible,  non- 
Organization  of  Petroleum  Exporting 
Countries  oil.  SoCal,  under  Haynes, 
cannot  in  a  few  years  make  up  for  the 
neglect  of  decades,  but  it  does  have 
some  real  strengths.  Through  its  50% 
interest  in  P.T.  Caltex  Pacific-Indo- 
nesia, SoCal  gets  about  one-third  of 
all  the  oil  produced  in  Indonesia.  Al- 
though its  take  on  that  oil  will  drop 
soon  as  that  government's  take  goes 
up,  SoCal  is  currently  realizing  $1 
million  a  day  on  that  operation. 

Meanwhile,  SoCal  feels  it  has  am- 
ple opportunities  elsewhere.  It  has, 
for  example,  considerable  reserves  of 
heavy  "old"  California  crude  oil.  This 
oil  is  so  "gunky,"  as  one  analyst  puts 
it,  that  it  requires  steam  to  get  it  up 
and  so  high  in  sulfur  content  that  its 
controlled  price  was  more  than  $1  be- 
low the  controlled  price  of  other  old 
domestic  crude-$4.21  vs.  $5.25. 
Until  this  year  it  didn't  pay  to  pro- 
duce that  oil,  but  now  some  of  it  is 
making  its  way  to  market  and  much 
more  is  expected  to  in  the  future. 

The  company  also  owns  some  20% 
of  the  reserves  at  Elk  Hills  Naval  Be- 
serve,  which  the  Government  will 
open  up  for  commercial  production. 
For  SoCal  that  could  mean  33,600 
barrels  a  day  for  20  years  to  25  years, 
says  Kuhn  Loeb's  Laszlo  deMandy. 

SoCal  also  has  considerable  acre- 
age in  the  very  promising  areas  off- 
shore California.  Development  is  still 
being  blocked  by  environmental 
groups,  but  it  seems  likely  the  oil  will 
be  produced  soon. 

SoCal  is  also  the  largest  acreage 
holder  and  second-largest  producing 
company  in  the  Gulf  of  Mexico.  Pro- 
duction has  been  declining  there  for 
five  years,  but  there's  at  least  the  pos- 
sibility the  company  can  reverse  the 
trend  on  its  newly  leased  acreage. 

Another  important  area  for  SoCal 
could  be  Alaska.  It  was  not  in  on 
the  original  discovery  there  nor  was 
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The  Thrifty  Special  Account. 

Your  staff  will  like  it. 
Your  stockholders  will  love  it. 

You,  or  anyone  on  your  staff  who  uses  a  rented  car,  will  enjoy 
the  friendly  service  that's  made  Thrifty  a  favorite  rent-a-car 
company.  When  you  arrive  by  air,  give  Miss  Thrifty  a  call. 
By  the  time  you  claim  your  baggage,  there  will  be  a  car 

V      waiting  for  you  just  outside.  Relax  as  you  ride  out  of  the 
airport  congestion  to  Thrifty's  nearby  office.  We'll 
load  your  bags  into  the  clean,  new  car  you  select 
(Thrifty  rents  all  sizes)  and  you're  ready  to  go. 

Your  stockholders  will  appreciate  the  greater  savings 
that  Thrifty  Special  Accounts  receive.  Thrifty's  rates  to 
the  general  public  are  already  lower  than  our 
competitors'  discounted  rates.  But  with  a  Thrifty 
Special  Account,  your  company  saves  even  more.  For 
example,  look  how  much  you  save  when  you  rent  a 
new  Chevrolet  Malibu  Classic  (or  similar  car)  under 
your  Thrifty  Special  Account  compared  to  the  major 
competitors'  discounted  rates  for  the  same  car: 

you  save  $4.52  when  you  drive  40  miles  — 
you  save  $6.90  when  you  drive  75  miles  — 
you  save  $12.00  when  you  drive  150  miles. 

They  would  have  to  give  you  a  discount  up  to  40%  or  more 
to  match  Thrifty  Special  Account  Rates! 

Yet  even  with  all  this  savings,  your  Thrifty  Special  Account 
gets  you  a  new  car,  fully  equipped  with  air  conditioning. 
Thrifty  pays  for  all  gasoline.  And  you  get  ONE  MILLION 
DOLLARS  combined  single  limits  Public  Liability  and 
Property  Damage  Insurance  with  your  Special  Account. 

Don't  you  owe  it  to  yourself,  your  staff  and  your  stockholders  to  investigate 
further? 

Simply  use  the  coupon  below  or  write  on  your  letterhead  giving  us  the  brief 
information  requested  in  the  coupon.  By  return  mail,  you'll  receive  complete 
information  and  everything  you  need  to  qualify  your  company  for  all  the 
benefits  of  a  Thrifty  Special  Account.  Take  a  minute  right  now  to  let  us  hear 
from  you. 


T 

I!  R 


HRIFTY 

RENT-A-CAR 


Thrifty  Rent-A-Car  System,  Inc. 
2430  North  Sheridan  Road 
Tulsa  Oklahoma  74151 


Please  send  me  the  Special  Accounts  information  my  company  needs.  I  understand 
we  are  under  no  obligation  by  making  this  request. 


Name_ 
Title 


Name  of  business 
Business  address 
City 


State- 


Zip  code. 


it  particularly  successful  in  bid- 
ding back  in  1969,  but  it  has  moved 
to  make  agreements  with  the  Alaskan 
native  corporations.  It  now  has  agree- 
ments with  three  of  them  to  explore 
the  acreage  they  have  selected  and 
to  have  first  rights  to  produce  the 
minerals  it  contains. 

There's  no  doubt  that  SoCal's  new 
refineries  will  be  a  drag  on  profits  for 
at  least  a  few  years,  due  to  the  cur- 
rent glut  of  capacity.  But  not  as  bad 
a  drag  as  it  seems,  says  Haynes.  Near- 
ly two-thirds  of  the  new  refining  ca- 
pacity is  already  spoken  for  to  pro- 
duce fuel  oil  for  utilities. 

"Since  all  of  the  new  capacity  is  ca- 
pable of  handling  high-sulfur  crude," 
Haynes  says,  "it  could  be  in  great  de- 
mand by  other  companies."  Analysts 
point  out,  too,  that  it  is  relatively 
low-cost  capacity.  When  demand 
comes  back,  says  one,  and  other  com- 
panies go  back  to  build  refineries, 
their  costs  will  be  much  higher.  The 
same  is  true  of  tankers. 

Downstream  Emphasis 

Now  Haynes  is  putting  new  em- 
phasis on  downstream  operations. 
"We're  not  going  to  worry  anymore," 
he  says,  "about  being  No.  One  in  a 
gasoline  market,  we're  going  to  worry 
about  our  rate  of  return."  Charles  T. 
Maxwell,  oil  analyst  at  Cyrus  J.  Law- 
rence, adds  some  hypothetical  num- 
bers to  make  the  point.  In  the  past, 
he  says,  SoCal  may  have  been  look- 
ing for  a  14%  return  on  investments. 
If  it  could  get  30%  producing  crude 
oil  in  Saudi  Arabia,  it  could  afford, 
perhaps,  to  get  1%  or  less  selling 
Chevron  products  in  California.  But 
if  the  return  on  crude  production 
drops  to,  say,  14%,  then  return  on  re- 
fining and  marketing  will  have  to  in- 
crease to  14%  to  keep  overall  prof- 
itability. To  the  extent  it  doesn't,  So- 
Cal will  lop  off  marginal  operations. 

What  it  all  adds  up  to  is  this:  So- 
Cal still  has  faith  in  the  oil  business, 
but  is  not  blindly  committed  to  it.  It 
will  continue  to  invest  in  oil  when- 
ever it  is  allowed  to  make  a  profit.  If 
it  isn't  permitted  profits,  then  the 
AMAX  deal  shows  that  it  can  find  op- 
portunities for  its  capital  in  businesses 
that  do  not  involve  the  company  in 
random  diversification.  "AMAX,"  sa\s 
Vice  President  Bonney,  "is  in  a  busi- 
ness that  is  compatible  with  ours. 
It  is  capital  intensive.  It  Involves  mov- 
ing materials,  heavy  engineering  and 
process  technology." 

So  count  the  AMAX  deal  as  insm 
ance  to  be  paid  for  out  of  a  portion 
of  last  year's  temporarily  swollen  pro! 
its  (expected  to  drop  this  year  by 
about  30%,  to  about  $4  a  share).  And 
it  might  be  added,  a  verj  attractive 
kind  of  insurance.   ■ 
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The  worlds  first  jet  age  airport 
is  in  a  pretty  surprising  state. 


The  state  is 
Virginia.  The  airport 
is  Dulles.  And  the  fact 
is  that  no  matter  what 
kind  of  transportation  you  re 
interested  in,  Virginia  is  in  there 
among  the  nation  s  leaders. 

With  the  second  largest  cargo 
port.  The  third  largest  system  of 
state-maintained  highways.  Five 
of  the  financially  strongest  railroads. 
And,  of  course,  Dulles.  The  first 
airport  ever  designed  specifically 
for  the  jumbo  jets. 

With  the  cost  of  moving  peo 
pie  and  goods  going  from  bad  to 
worse,  an  efficient  transportation 
network  is  becoming  more  impor 
tant  to  industry  every  day. 

To  find  out  more  about  our- 
coi  ite<  1  •  J.  Frank  Alspaugh,  Dii«  -i  h  >i 
Division  of  Industrial  Develop  i  nent 
Room  No.C-02,  State  Office  Bi  lit  I 
ii  ig  Hu  hmond, Virginia  23219.  Or 
phone:  (804)  786-3791. 

m  Profit  from  the 
Vigor  off  Virginia 


Magic  Carpets? 


If  it's  from  Isfahan,  Qum,  Keshan  or  Tabriz,  it's 

a  highflier.  But  there  is  far  too  much  bull  in  the  boom. 


"The  story,"  as  they  used  to  say  on 
Wall  Street,  couldn't  be  simpler:  The 
Arabs  have  a  lot  of  money,  right?  The 
Arabs  like  Persian  rugs,  right?  So  buy 
Persian  rugs  immediately.  As  the 
Arabs  and  Iranians  get  richer,  they 
will  want  to  buy  them  back.  Prices 
are  going  to  go  through  the  roof. 

And  here's  the  kicker:  All  those 
tiny  knots  in  Persian  rugs  have  been 
tied  by  children.  Grown-up  fingers 
can't  tie  them  small  enough.  But  now 
the  Shah  of  Iran  is  going  to  send  all 
those  juvenile  rug  weavers  to  school. 
Result:  Production  declines  just  as  de- 
mand rises. 

Not  surprisingly,  carpets  are  flying 
high  these  days.  At  Sotheby  Parke 
Bernet  in  London  this  year,  fine  50- 
to-70-year-old  (that  is,  nonantique) 
Persian  carpets  went  for  over  $2,000 
each— almost  double  what  they  would 
have  gone  for  just  a  few  years  ago. 
Over  at  Christie's  in  London,  prices  for 
rugs  from  17th-  and  18th-century  Tur- 
key were  several  times  1970  levels 
for  similar  items.  It's  not  only  the  old 
carpets  that  have  increased  in  val- 
ue. Kirk  Igler,  until  recently  the  rug 
expert  for  Sotheby  Parke  Bernet  in 
New  York,  tells  of  a  friend  who 
bought  a  brand-new,  finely  knotted 
carpet  in  1970  for  $1,500.  He  says  it's 
now  worth  around  $6,500. 

Speculation  aside,  "oriental"  rugs 
are  very  fashionable  today.  As  Igler 
says:  "Interior  decorators  are  suggest- 
ing them  again." 

And  the  dealers  are  pushing  like 
crazy.  In  New  York,  Lord  &  Taylor 
and  W.&J.  Sloan  are  among  the  de- 
partment stores  that  hold  special  sales 
throughout  the  year.  The  Iranian 
Brotherhood  of  Rug  Weavers,  a  trade 
group  also  based  in  New  York,  holds 
auctions  almost  every  Sunday,  with  a 
movie  and  demonstration  on  how  to 
tell  a  good  carpet  from  the  others.  Ads 
have  proliferated  all  over  the  weekend 
newspapers,  and  hotel  auctions  are 
popping  up  everywhere. 

But  hold  on  a  minute  before  you 
jump  in.  Warns  expert  Igler:  "I  don't 
think  any  but  the  highest  quality  is  a 
good  investment."  And  quality  is  not 
so  easy  to  come  by  these  days,  espe- 
cially among  the  newer  rugs,  where 
most  of  the  public  action  is.  To  speed 
up  production  to  meet  the  growing 
demand,  weavers  in  Pakistan  and 
China  have  been  cutting  corners  with 
chemical  dyes  and  inferior  wools.  In 
Iran  alone,  the  Shah  talks  of  quad- 
rupling production  by  1978  to  create 


jobs  and  to  diversify  his  country's 
sources  for  foreign  exchange  away 
from  an  exclusive  dependence  on  oil. 
But  this  can  mean  only  one  thing: 
faster  production  and  declining  qual- 
ity. One  way  to  step  up  production  is 
to  reduce  the  number  of  knots  per 
inch— it  is  the  tying  of  knots  that  con- 
sumes man-  and  child-power.  "The 
new  carpets,"  says  New  York  dealer 
Doris   Leslie   Blau,   "are  just  not   the 


same  high  quality  as  the  old  ones." 
And  be  careful  of  those  guarantees 
to  "exchange  any  carpet  up  to  ten 
times  for  any  other  carpet  of  com- 
parable value."  Says  an  impartial  ex- 
pert: "You  can  be  sure  the  sellers 
will  impose  stiff  conditions  regarding 
wear  and  tear." 

One  more  trouble  with  buying 
even  a  good  rug  as  an  investment  and 
an  inflation  hedge,  is  that  fashions 
change.  In  the  Thirties  floral  patterns 
were  all  the  rage,  but,  says  Igler: 
"Today  you  can  hardly  give  them 
away."  Today  pastel  Chinese  rugs  are 
back  in  favor  in  the  U.S.,  although 
Europeans  still  prefer  the  more  tradi- 
tional dark  reds  and  blue  Persians. 
Americans  are  leaning  toward  the 
stark  geometric  designs  of  the  Cau- 
casian carpets;  they  go  well  with 
modern  metal  and  glass  furnishings. 
But  tomorrow?  Who  knows?  Even  a 
well-made  nonantique  floral  pattern 
from  the  Thirties  does  not  today  com- 
mand a  high  price. 


The  world's  most  famous  carpet,  and 
some  say  the  most  beautiful,  is  called 
the  Ardibal  carpet.  It  dates  from 
1540,  the  Safarid  dynasty  in  Persia. 
Actually  there  are  two  Ardibals.  The 
one  above  is  the  better  of  the  two, 
say  experts,  and  it  is  owned  by  J. 
Paul  Getty,  who  has  donated  it  to  the 
Los  Angeles  County  Art  Museum. 
On  the  left  is  a  new  Tabriz,  which 
sells  for  $1,400  in  London. 

The  Arabs  and  the  Iranians  buy- 
ing them  back?  Don't  hold  your 
breath.  Wealthy  Middle  Easterner 
have  always  collected  them,  and  now, 
as  then,  get  first  call  on  the  best.  So 
don't  count  on  Sheik  Whosis  to  buy 
that  slightly  worn  Saiouk  you  are 
tired  of  looking  at. 

There  is  something  to  be  said  for 
oriental  carpets  if  well  made— and  if 
you  like  them.  They  will  last  a  long 
time  and  when  well  made  retain  BOme 
value.  But  as  Charles  Walford,  the 
carpet  expert  of  Sotheby's  in  London 
says:  "The  valuable  collections  <>l  any- 
thing have  always  been  put  togethei 
because  people  liked  those  things  and 
cared  for  them  and  therefore  acquired 
a  sense  of  taste  and  judgment  aboul 
them.  Those  who  buy  purely  to  make 
money,    I    fear   lack    the    |udgment." 

Ponder  that  carefully  before  rush- 
ing out  to  the  nearest  weekend  aui 
tion  in  your  neighborhood  to  acquire 
yourself  a  woolen  or  even  silk  hed 
against  Inflation.  ■ 
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Fueling  the 
economy 


If  American  industry  is  to  compete  in  future  world 
markets  while  providing  for  our  economic  needs  at 
home  —  supplying  jobs  and  incomes  —  it  will  have  to 
generate  much  of  its  own  capital . . .  the  fuel  it  runs  on. 
This  calls  for  greater  productivity.  Productivity  tomor- 
row that  can  only  come  from  major  investments  in 
plant  and  equipment  today. 
General  Electric  Credit  makes  it  easy  for  progress- 


minded  companies  to  meet  their  capital  requirements 
now  ...  to  get  the  tools  they  need  to  increase  produc- 
tivity, create  jobs,  and  help  generate  greater  profits. 

Find  out  what  we  can  do  for  your  company's  future. 
Contact  the  GECC  office  nearest  you  to  discuss  your 
capital  needs. 

At  General  Electric  Credit,  we  help  American  busi- 
ness finance  its  own  future. 


.*  MANY  THINGS 
GECC  FINANCES 
AREN'T  EVEN 
->N      ELECTRIC. 


CORPORATION 

Administrative  Offices: 
Stamford,  Connecticut  06904 


''Our  huge  volume 

of  information  is  more 

manageable  with  computer- 


based  text  processing? 

As  businesses  expand,  the  information  needed  to  support  their  activities  grows  even 
taster.  In  many  cases,  manual  methods  of  managing  material  to  be  printed  just  can't  keep 
pace.  Locating  the  right  information  when  it  is  required  has  become  increasingly  difficult 
and  expensive. 

As  a  solution,  IBM  has  developed  two  text  processing  and  retrieval  program  products 
that  can  help  industry  and  government  organize,  simplify  and  improve  information  handling. 
They  make  it  possible  to  store,  retrieve  and  modify  vast  amounts  of  printed  text  efficiently 
and  accurately.  Here  two  organizations  report  on  their  experiences  with  text  processing  and 
retrieval  using  IBM  System/370  computers. 

At  Chas.T.  Main,  Inc.,  "we  can  edit  and  produce 
customized  engineering  specifications  far  more  quickly." 

"Producing  specification  reports  on  deadline  once  resulted  in  constant  overtime.  But 
since  we  started  using  ATMS  ( Advanced  Text  Management  System),  weVe  totally  eliminated 
costly  clerical  overtime','  says  Nicholas  Bachynski,  vice  president  and  treasurer  of  Chas. 
T.  Main,  Inc.  In  the  course  of  designing  major  construction  projects,  the  Boston-based  en- 
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Chas.  T.Maiih  Inc.,an  international  engineering  U  signs  and  managt  sa  widi  rang*  of  construction  proji  cts 

with  computer-based  tea  i  processing. 


. 


gineering  firm  produces  over  20,000  pages  of  spec- 
ifications annually. 

ATMS  enables  Chas.  T.  Main,  Inc.  to  store  thou- 
sands of  pages  of  "master  specs"  in  a  Model  145,  ready 
for  immediate  reference.  Previously,  these  specs  were 
scattered  throughout  the  company. 

Now,  engineers  in  any  department  can  get  any  de- 
sired section  of  any  master  typed  quickly.  Revisions 
up-dating  the  master,  or  modifying  it  to  fit  a  specific 
assignment,  can  he  entered  through  an  IBM  terminal. 
The  original  text  need  never  be  retyped  or  reproof- 
read. 

"With  ATMS,  we  can  edit  and  produce  customized 
engineering  specifications  far  more  quickly,"  says 
Bachynski. "We've  improved  turnaround  time  by  60%. 

"Compared  with  the  past, our  huge  volume  of  infor- 
mation is  more  manageable  with  computer-based  text 
processing'.' 

At  BIOSIS,  "we  can 
retrieve  information  in  minutes!' 

A  biologist  searching  for  data  to  solve  a  research 
problem  faces  a  time-consuming  task.  Using  published 
indexes  to  the  tens  of  thousands  of  scientific  journals 
published  annually  in  biology  and  bio-medicine  can 
consume  hours  of  valuable  research  time. 

Now,  the  task  can  be  far  easier.  A  non-profit  or- 
ganization in  Philadelphia,  BioSclences  Information  Service  of  Biological  Abstracts  (BIOSIS) 
provides  researchers  with  customized  searches  to  millions  of  articles  accessed  by  its  Model 
145  virtual  storage  computer.  The  citations  are  compiled  from  indexes  and  text  from  Biological 
Abstracts,  BioRcscarch  Index  and  other  reference  publications  compiled  by  BIOSIS. 

Searches  of  citations  for  the  current  year,  for  which  demand  is  particularly  heavy,  are  made 
with  STAIRS,  (Storage  and  Information  Retrieval  System). "Using  STAIRS,  we  can  retrieve 
information  in  minutes''  says  information  specialist  Kay  Durkin.  "A  bibliography  resulting 
from  the  search  appears  on  our  IBM  '3270  display  terminal.  If  the  results  are  too  broad,  we  can 
easily  make  changes  to  provide  more  specific  answers'.' 

STAIRS  does  not  require  a  special  vocabulary.  Almost  any  type  of  query  can  be  formed 
with  a  few  simple  commands  and  key  words  selected  from  the  question  itself. 

"Our  search  requests  have  quadrupled  during  the  past  decade','  says  Mrs.  Durkin. "Using 
the  precision  and  speed  that  STAIRS  provides,  enables  us  to  serve  the  biological  community 
efficiently." 

For  further  information,  call  your  local  IBM  Data  Processing  Division  office.  Or  write 
I  P,A I  Corp. ,  Dept  83F-FO,  1133  Westchester  Avenue,White  Plains,  N.Y.  10604 


BIOSIS  information  specialist 

Kay  Durkin  formulates  a  retrieval 

strategy  using  STAIRS. 


Computers  help  get  things  done. 


IBM 

Data  Processing  Division 


Butler  buildings  can  give  you  more 
dollar  and  energy  savings  than  others 


because  of 

this  Butler  exclusive. 


Butler  Guarded  Hot  Box  testing  device 


Be  sure  you 

build  a  Butler  building* 

S-rving  building  needs  internationally,  with  plants  and  offices  in  the  United  St;it<      Cat  l  Inited  Kingdom 


The  heating  and  cooling 
of  any  building  takes  energy, 
^ut  energy  is  in  short  supply  today. 
And  energy  costs  have  soared. 

So  it  pays  to  buy  the  best 
insulated  building  available  for  your 
building  dollar. 

And  your  Butler  Builder®  can 
give  you  the  best.  Because  our 
exclusive  Guarded  Hot  Box  testing 
device  provides  the  most  accurate 
measurement  of  building  insulation 
efficiency  that  exists  today. 

Our  Guarded  Hot  Box  was 
designed  by  a  leading  independent 
research  institute,  and  all  our 
insulation  efficiency  data  is  certified 
by  qualified  universities  or  by  other 
independent  testing  laboratories. 

Others  base  their  insulation 
recommendations  on  insulation 
manufacturers'  tests  of  small, 
single  piece  samples  of  insulation 
material.  We  make  recommendations 
based  on  Guarded  Hot  Box  tests 
of  insulation  materials  conducted 
under  actual  installed  conditions. 

The  difference  between  the 
theoretical  figures  of  others  and  our 
actual-condition  figures  can  be  as 
great  as  66%.  A  difference  that  can 
cost  you  thousands  of  extra  dollars 
in  equipment  or  operating  costs. 

Guarded  Hot  Box  measurements 
are  one  more  Butler  exclusive 
available  through  authorized 
Butler  Builders.  And  they  have 
a  complete  line  of  Butler  roof 
and  wall  systems  that  offer  many 
new,  superior.  Hot  Box-inspired 
insulation  efficiencies. 

To  learn  about  all  the  exclusive 
features  available  with  only  the 
building  systems  we  make, 
contact  your  local  Butler  Builder.  He 
can  build  you  a  true  Butler  building. 
So  look  under  "Buildings,  Metal*1 
in  your  Yellow  Pages.  Or  write 
Butler  Mfg.  Co.,  BMA  Tower, 
Dept.  B-3 95, Kansas  City,  Mo.  64141. 


BUTLER 
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The  First  With  The  Most 


Bigness  can  be  a  liability.  Or  it  can  be  an  asset. 
Take  the  case  of  Seattle's  biggest  bank  by  far. 


Oct.  31,  1929:  Not  the  most  auspi- 
cious birthdate  for  a  bank.  But  Seat- 
tle-First National's  founders  hardly 
stopped  to  notice.  They  had  just  com- 
bined three  good-sized  banks  into  the 
biggest  bank  in  the  Pacific  North- 
west—a nice  place  to  be,  especially 
since  its  backyard  included  Alaska. 

The  name  is  now  Seafirst  Corp.,  a 
one-bank  holding  company  whose 
$4.6  billion  in  assets  rank  it  23rd  in 
the  U.S.  Its  14.2%  four-year  return 
on  equity  (Forbes'  survey  of  bank- 
ing, July  1)  makes  it  one  of  the  best- 
performing  of  the  regional  banks.  Sea- 
first's  0.7%  return  on  average  assets 
last  year  puts  it  ahead  of  most  of  its 
much  larger  money  center  rivals. 

It  is  conventional  wisdom  to  say 
that  the  bottom  line  is  what  counts, 
not  size.  But,  says  Chairman  William 
M.  Jenkins,  56,  "The  history  of  Sea- 
first  is  an  on-going  conscious  decision 
to  be  large  for  largeness'  sake."  There 
was  a  solid  reason.  The  early  bankers 
were  no  country  bumpkins:  One  also 
represented  Guggenheim  interests  in 
the  West  and  recognized  a  resource- 
rich  area  when  he  saw  it.  Another 
had  built  one  of  the  state's  biggest 
lumber  companies,  and  knew  first- 
hand about  capital  needs  of  a  grow- 
ing concern.  And  both  saw  in  William 
Boeing's  thriving  airplane  company 
down  the  street  the  new  kind  of  cor- 
poration that  would  require  bigger 
loans  than  any  single  existing  local 
bank  could  handle. 

Jenkins  says  Seafirst  has  reaffirmed 
at  every  chance  that  decision  to  be 
big.  After  World  War  II  the  bank 
aquired  29  branches  in  11  years. 
When  the  antitrusters  put  a  stop  to 
that,  it  set  up  new  branches  where- 
ever  the  state  branching  law  left  a 
slight  opening.  Seafirst  now  has  150 
branches. 

Seafirst  soon  was  a  giant  competing 
against  pygmies.  Though  Washington 
has  three  or  four  other  important 
banks,  only  Rainier  Bancorp,  at  $2.6 
billion  in  assets,  approaches  Seafirst  in 
clout.  It  has  always  been  Seafirst  that 
could  make  the  big  loans  and  tie  up 
the  big  corporate  accounts,  Seafirst 
that  could  offer  the  most  and  the 
newest  customer  services. 

Seafirst  worked  hard  at  staying  big 
even  during  the  "Boeing  recession" 
of  1969-70,  when  the  aerospace  giant 
cut  back  from  110,000  employees  to 
38,000  and  Seattle  was  almost  forced 
to  its  knees.  Says  Jenkins:  "We  went 
out  aggressively  offering  loans  to  more 


modest-sized  businesses,  with  the 
principal  criterion  that  they  be  new 
or  expanding  employers  in  the  area." 
It  worked:  "Our  earnings  improved 
during  that  first  and  worst  year," 
Jenkins  says. 

Seafirst  now  makes  38%  of  all  com- 
mercial loans  in  the  state  and  attracts 
35%  of  all  commercial  demand  de- 
posits. Though  Safeco  and  such  other 
multimillion-dollar  companies  as  Wey- 
erhaeuser and  PACCAR  now  look  east 
for  their  biggest  loans,  they  do  their 
biggest  local  business  with  Seafirst. 
When  the  long-delayed  oil  rush  hit 
Alaska,  Seafirst  had  had  an  active 
Alaska  department  since  1959. 

Washington  is  a  better  operating 
franchise  than  most  people  realize: 
It's  not  just  Boeing  and  rain.  It's  one 
of  the  richest  agricultural  states,  rank- 
ing 12th  in  U.S.  agricultural  produc- 
tion, and  Seafirst  lends  on  some  40% 
of  that  production. 

Says  Chairman  Jenkins:  "Our  cus- 
tomers are  big  and  small,  stable  and 
fast-moving.  It's  a  mixed-bag,  a  built- 
in  strength."  Not  to  mention  the  fact 


"The  history  of  Seafirst 
is  an  on-going  conscious 
decision  to  be  large  for 
largeness'  sake." 


that  an  estimated  $3  billion  in  Alaska 
trade,  all  shipped  through  Seattle, 
will  fatten  the  Pacific  Northwest  econ- 
omy between  1974  and  1981. 

Seafirst  has  a  piece  of  almost  all 
the  Alaska  action.  It  lends  to  a  $2- 
million  notions-seller  as  well  as  to  a 
multinational  oil  company.  Its  nation- 
al accounts  department  goes  out 
scouting  for  Forbes  500  corporations 
planning  to  enter  the  new  market;  it 
offers  them  first  its  Alaska  expertise, 
later  its  lines  of  credit.  Seafirst's  size 
gives  it  good  odds  against  the  local 
Alaska  competition;  the  largest  rival 
is  $470-million-assets  National  Bank 
of  Alaska. 

Seafirst  executives  tend  to  exagger- 
ate the  competition  they  face  at  home. 
In  1973  rival  Rainier  Bancorp  hired 
a  hot-shot  new  president  from  Bank 
of  America,  G.  Robert  Truex,  who's 
already  shaking  things  up,  but  until 
now  Rainier  has  been  strictly  second- 
rate  competition.  "In  the  aggregate, 
the    small    state-chartered    banks    are 


our  toughest  competition,"  Jenkins 
says.  Since  unlimited  branching  is 
permitted  in  a  bank's  home  county, 
Seafirst  can  be  outnumbered  ten  to 
one  in  a  given  place.  In  the  late  1960s, 
the  state  banks  did  in  fact  briefly 
gain  market  share  away  from  Seafirst. 

But  Seafirst  can  snow  the  small- 
town competition,  of  course,  by  offer- 
ing some  20  or  30  services  to  the 
smaller  banks'  three  or  four.  Even  in 
agriculture,  size  is  an  advantage.  "I'd 
hate  to  be  an  independent  bank  in 
some  of  the  farming  towns  we  have 
branches  in,"  he  says.  "A  branch  of  a 
bigger  bank  can  ride  out  a  crop  fail- 
ure or  a  market  failure  that  can  stag- 
ger an  independent." 

But  Seafirst  also  knows  size  isn't 
everything.  "We  put  a  lid  of  $70  mil- 
lion on  our  REIT  lending,"  says  Pres- 
ident CM.  (Mike)  Berry,  "because 
we  didn't  fully  understand  the  indus- 
try." As  a  result,  Seafirst  has  only  $53 
million  of  its  $2.5-billion  loan  port- 
folio in  real  estate  investment  trusts, 
and  only  $13  million  is  not  accruing 
interest. 

Seafirst  was  also  dumb  like  a  fox 
in  its  approach  to  becoming  a  holding 
company,  which  it  finally  did  last 
year.  "We  weren't  convinced  we  be- 
longed in  a  lot  of  other  businesses 
we  didn't  know  anything  about,"  says 
Jenkins.  He  finally  made  the  move  pri- 
marily because  of  the  greater  regula- 
tory freedom  holding  companies  are 
expected  to  have  in  the  future. 

Jenkins  plans  to  use  the  holding 
company  later  this  year  to  float  a  $75- 
million  bond  issue;  most  of  it  will  go 
to  the  bank.  It  will  be  the  first  time 
Seafirst  has  taken  on  debt;  its  im- 
pressive earnings  record  has  been 
achieved  without  it.  And  even  with- 
out such  leverage,  Harry  Keefe  of 
Keefe,  Bruyette  &  Woods  estimates 
Seafirst's  earnings  will  be  up  13.6% 
this  year  from  last  year's  $3.28  per 
share.  It's  a  projection  Executive  Vice 
President  Leigh  Youenes  calls  "reason- 
able." For  all  this,  the  Keefe  bank  in- 
dex of  24  major  banking  companies 
is  selling  at  7.4  times  latest  12-month 
earnings,  while  Seafirst  is  at  7.1. 

Seafirst  gained  some  unwelcome 
national  publicity  last  year  when  it 
lost  $22.5  million  in  the  Herstatt  Bank 
collapse.  It  was  blasted  for  playing  out 
of  its  league  in  foreign  currency  spec- 
ulation, but  it  was  simply  exchanging 
some  of  its  customers'  deutsche  marks 
for  dollars.  (And  all  but  $1.6  million 
after  taxes  has  been  recovered. ) 

Cliches  die  hard.  People  still  think 
of  Seattle  as  wrecked  by  the  depressed 
airlines  industry— and  they  tend  to 
think  that  all  banks  will  have  to  take 
big  REIT-downs.  In  this  case,  one 
cliche  is  no  longer  true  and  the  oth- 
er never  was.   ■ 
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Gimmick  For  All  Seasons 

Win  would  a  $336-million  company  with  a  fairly 
respectable  10.955  return  on  equity  and  very  little  debt 
want  to  seize  control  of  an  ailing,  highly  leveraged^ com- 
p.m\  mure  than  twice  its  size  that  earns  barely  5%  on 
stockholders'  equity? 

We  looked  back  at  the  morning  paper:  Emhart  Corp. 
was  tendering  lor  another  1  million  of  USM  Corp.'s  4.1 
million  common  shares.  Since  Emhart  had  already  ac- 
quired 1.24  million  USM  shares  from  Alleghany  Corp. 
last  year  for  $31  million,  the  new  offer-if  successful- 
vvould  give  it  54%  of  USM's  out- 
standing common  and  43%  of  its 
voting  stock. 

Obviously,  Emhart  wants  USM 
—formerly  United  Shoe  Machinery 
-badly.  First  it  had  tried  a 
friendly  merger  that  failed  nine 
months  ago.  Then,  to  avoid  anti- 
trust problems  that  might  cripple 
the  new  tender  offer,  Emhart  had 
sold  off  one  of  its  own  subsidiar- 
ies, acquired  years  before  from 
USM.  But  why?  Why  was  USM, 
which  sold  as  low  as  $12  earlier 
this  year,  worth  $23  a  share  to 
Emhart? 

Behind  all  the  usual  verbal 
smoke  screen  about  complemen- 
tary businesses  (both  companies 
make  machinery,  if  that  means 
anything),  there  usually  is  a  finan- 
cial advantage.  The  most  obvious 
possibility  is  that  Emhart  thinks 
it  can  achieve  a  fast  turnaround 
at  USM  once  it  has  effective  con- 
trol. Given  USM's  long  history  of 
poor  profitability  and  antitrust 
problems,  however,  such  a  turn- 
around would  surely  be  a  while 
coming. 

A  second  possible  attraction  is 
access  to  USM's  cash  flow  of  close 
to  $50  million,  not  to  mention  the  cash  that  could  be 
generated  by  selling  off  some  of  USM's  assets.  But  along 
with  that  benefit  would  come  USM's  $171-million  debt 
load.  Not  an  unmixed  blessing,  obviously. 

Then  the  light  began  to  dawn.  USM  {see  p.  63)  is  a 
Super  Loaded  Laggard.  Emhart  is  offering  $23  a  share,  a 
nice  premium  over  market,  for  stock  with  a  per-share 
book  value  of  $53! 

Okay,  but  what's  so  hot  about  that?  There  are  literal- 
ly hundreds  of  Loaded  Laggards  around  today.  Some  of 
them  are  fated  to  remain  laggard  for  a  long,  long  time.  11 
an  ordinary  investor  buys  one,  he  may  well  find  his  bargain 
pretty  shopworn. 

But  it  is  different  when  another  company  buys  a  Loaded 
Laggard.  For  one  thing,  there's  a  good  bookkeeping  gim- 
mick known  as  "negative  goodwill."  This  is  the  difference 
between  the  price  you  pay  for  the  company  and  its 
book  value.  This  is  a  very  blah  difference  for  the  smaller 
investor,  but  a  very  luscious  one  for  the  corporate  investor. 
No,  under  purchase  accounting  (when  the  company  is 
acquired  for  cash  instead  of  stock),  the  buyer  can't  take 
the  difference  between  cost  and  book  value  into  earnings, 


Have  we  got  a  pick-me-up  for  you! 


except  under  very  special  circumstances.  Instead,  the  ac- 
counting rules  require  that  the  buyer  write  down  the  value 
of  the  noncurrent,  noncash  items  (like  plant  and  equip- 
ment) to  the  point  where  the  book  value  equals  the  pur- 
chase price;  the  negative  goodwill  disappears. 

But  its  consequences  don't  disappear.  There  still  is  a 
big  bookkeeping  advantage  to  the  purchaser.  Now  that  he 
has  written  down  the  value  of  the  plant  and  equipment, 
he  can  reduce  the  amount  of  annual  depreciation  charges 
as  well. 

Take  a  simplified  case.  One  company  buys  another  for 
$500,000  when  the  book  value  is  $1  million.  Say  $750,000 

of  that  book  value  is  in  plant  and 
equipment  and  these  assets  are 
being  depreciated  over  ten  years 
at  straight-line  rates.  Annual  de- 
preciation charges:  $75,000. 

With  the  write-down,  the  plant 
and  equipment  is  reduced  to 
$250,000.  Now  the  purchaser 
can  cut  depreciation  charges  to 
$25,000.  The  extra  $50,000  a 
year  he  throws  into  income.  Ob- 
viously cash  flow  isn't  improved, 
but  reported  earnings  are,  and  to 
some  people  that's  worth  plenty. 
Let's  take  a  sharp  pencil  and 
apply  this  principle  to  a  possible 
takeover  of  USM  by  Emhart. 

If  Emhart's  tender  offer  suc- 
ceeds, it  will  own  54%  of  USM, 
enough  to  consolidate  its  share  of 
USM  on  the  books.  For  $54  mil- 
lion in  cash  it  will  own  $119  mil- 
lion in  book  value.  The  difference 
—that  is,  the  negative  goodwill- 
is  $65  million. 

However,  USM  carries  some 
positive  goodwill  worth  $29  mil- 
lion on  its  books,  arising  from 
earlier  acquisitions  by  USM.  First, 
Emhart  would  have  to  wipe  out 
its  share  of  this  goodwill— $15.5 
million— leaving  the  new  negati\e 
goodwill  at  just  under  $50  million. 

We  now  subtract  this  new  figure  from  Emhart's  share 
of  USM's  total  noncash,  noncurrent  assets,  which  amount 
to  S104  million.  We  end  up  with  a  new  value  lor  Em- 
hart's  share  of  USM's  physical  assets  of  $54  million. 

On    USM's    present    books,    depreciation    charges    last 
came  to  $12.3  million  on  the  54%  of  the  assets  that 
Emhart  would  acquire.  But  after  the  write-down,  deprecia- 
tion would  need  be  only  $6.5  million. 

By  cutting  depreciation  charges  by  nearly  $6  million, 
Emhart  would  increase  its  reported  pretax  earnings  b> 
$6  million  or  about  $3  million  alter  taxes.  This  is  no  one- 
time gain.  It  would  continue  until  the  day  when 
I  SM's  assets  were  completely  depreciated.  This  move 
alone  would  have  added  about  50  cents  a  share  to  Em 
hart's  earnings  last  year— on  top  of  the  nearly  *2  a  share 
it  would  gain  from  consolidating  USM's  originally  reported 
profits-or  an  increase  of  almost  90%  to  Emhart  s  1974  earn 
ings.  On  an  investment  of  $54  million,  Emhart  would 
have  shown  a  return  of  $14.5  million-27%  on  its  money. 
Pretty  good! 

Emhart  is  by  no  means  the  <>nl\  eompanv  to  have  noticed 
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Don't  ao  to  sea  without  us. 


1828  woodblock  print  "Namiura"  by  Hokusai 


We're  Marsh  &  McLennan.  We 
handle  more  marine  insurance  of 
more  kinds  than  anyone  else. 
So  when  you  entrust  your  hull 
or  cargo  insurance  to  us,  you 
know  you  can  relax.  Wherever 
you  are,  you're  never  very  far 
from  one  of  our  offices  in  54 
countries  on  six  continents,  and 
from  our  staff  of  Average 
Adjusters,  which  assures  you  of 
fast,  accurate  claims  service. 
No  wonder  so  many  shippers  and 
owners  won't  leave  port  until 
Marsh  &  McLennan's  aboard. 


When  it  comes 
to  insurance, 
come  to 
the  leader. 


muu  y.i 
Pacesetters 


Western: 
Pacesetters 
in  the  fundamentals 

.  .  .  like 


Growth  in  Earnings 

Six  months  ended  June  30 
1975  —  $4,773,000  ($1.41  per  share) 
1974  _  $    856,000  (    25<Z  per  share) 
1973  —  $    692,000  (    20tf  per  share) 


The  Western  Company 

of  North  America 

PETROLEUM  SERVICES:  ACIDIZING.  FRACTURING,  LOGGING, 
PERFORATING.  PROFILING  AND  CEMENTING 

OFFSHORE  DRILLING:  GULF  OF  MEXICO,  NORTH  SEA  PERSIAN  GULF 
P.O.  BOX  186    FT.  WORTH,  TEXAS  76101 

NYSE  symbol  for  WnNoA  common  stock  is  V 


Vast  tracts  of  land  owned  by 

Champion  Realty  Corporation 

a  subsidiary  of 

Champion  International  Corporation 

are  now  available  for  sale  or  trade 

Now  the  opportunity  to  make  substantial  investments  in  prime 
real  estate  is  available  to  large  corporate  and  individual 
investors.  Lands  previously  held  as  timber-producing  proper- 
ties and  now  considered  of  greater  real  estate  value  are  being 
offered  for  sale  or  trade  by  Champion  Realty  Corporation,  a 
wholly  owned  subsidiary  of  Champion  International  Corpora- 
tion. Ideal  for  development  or  speculation,  these  tracts  of  land 
being  offered  are  chiefly  concentrated  in  or  near  the  metropoli- 
tan area  of  Houston,  Texas  within  primary  growth  patterns  of 
the  city  and  are  also  located  along  the  scenic  Oregon  coast,  in 
the  White  Mountains  of  New  Hampshire,  the  Blue  Ridge-Great 
Smoky  Mountains  of  North  Carolina,  South-Central  Virginia, 
and  in  the  city  of  San  Jose,  California.  Agents  and  principals 
are  invited  to  request  a  full  description  of  these  properties.  Call 
or  write  today. 

Champion  Realty  Corporation 

A  subsidiary  of  Champion  International  Corporation 
2700  South  Post  Oak  Road,  Suite  2480,  Dept.  I.  Houston,  Texas  U.S.A.  77027 

Phone:  (713)627-2180 


The  Numbers  Game 


the  negative  goodwill  play.  It  could' 
well  be  a  factor  in  Crane  Co.'s  offer 
to  pay  $25  per  share  for  22.6%  of 
Anaconda,  which  has  a  book  value  of 
over  $57  a  share.  And  in  North 
American  Philips'  recently  paying  $9 
a  share  for  Magnavox  with  a  per- 
share  book  of  around  $11. 

Indeed,  this  may  be  only  the  be- ' 
ginning  of  what  could  be  a  new  take- 
over wave.  Just  look  at  the  number 
of  well-known  blue-chip  companies 
selling  for  less  than  50%  of  book 
value  in  "Loaded  Laggards." 

"The  real  gimmick  today  is  pur- 
chase accounting,"  says  Harvey  Kap- 
nick,  managing  partner  of  Big  Eight 
CPA  firm  Arthur  Andersen.  "When 
you  get  negative  goodwill,  it  tends  to 
inflate  earnings  unrealistically  and 
therefore  it  misleads  the  investor. " 
Kapnick  thinks  theAvhole  concept  of 
negative  goodwill— be  it  through  di- 
rect amortization  into  income,  or 
through  reduced  depreciation  charges 
against  earnings— should  be  scrapped. 
"The  assets  should  be  put  on  the 
books  at  their  current  value,  regard- 
less of  whether  the  stock  market  is  at 
a  high  point  or  not."  Any  difference, 
he  continues,  should  be  credited  to 
stoekholders'  equity. 

Sidney  Davidson,  dean  of  the  Chi- 
cago Business  School,  scoffs  at  that. 
"I  don't  see  how  you  can  say  that 
purchase  accounting  overstates  earn- 
ings and  understates  assets.  Harvey 
Kapnick  says  he  knows  the  value  of  the 
assets    better    than    the    market    does." 

Temptation 

But     let's     assume      Kmhart     views 

USM  as  a  .sound  long-term  investment. 
If   so,    then    Kmhart    should    be    plan- 
ning   now    for    the    eventual    repla 
ment  of  USM's  assets,  particularly  in 

an   inllationaiA    period  when  even  em 

rent  depreciation  rates  are  inadequate 
for  replacement. 

But    the   accountants    require    thai 

Kmhart  reduce  the  depreciation 
charges  mi  USM's  assets. 

The    obviOUS    temptation    is    to    run 

the  acquisition  into  die  ground. 

Philosophically,     \<>u     can     make     a 

good  ease  that  the  purchase  method 
is  sound.  The  trouble  is  thai   not  e\ 
erybod)    Is    a    philosopher.    Purchase 

accounting    will     tempi     some    (  ompa 

nies  to  take  over  others  for  no  other 
good  reason  than  t<»  dress  up  theii 
books  and  to  liquidate  die  acquired 

assets.    We   don't    know    the   auswei    to 

the  problem,  bul  we  do  sec  real  po 

tential  lor  abuse  in  a   badl)    depressed 

stock  market  like  die  present  one.  ■ 
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Loaded  Laggards:  1975 

Some  companies  merely  visit  on  this  list. 
Others  dwell  here  permanently. 


If  some  Rip  Van  Winkle  were  to 
wake  up  from  a  five-year  sleep  and 
peruse  Forbes'  Loaded  Laggards  of 
1975,  he  would  strongly  suspect  us 
of  perpetrating  a  hoax.  How  could 
American  Airlines  be  a  Loaded  Lag- 
gard? Borg-Warner?  ASARCO?  Con- 
trol Data? 

It's  no  hoax.  Borg-Warner,  a  solid, 
blue-chip  company,  recently  sold  for 
less  than  half  its  book  value.  Control 
Data  sold  at  a  near-70%  discount. 
ASARCO— despite  rich  natural  re- 
source holdings— at  a  discount  of  57%. 

For  the  benefit  of  those  who  don't 
know,  Forbes  has  been  compiling 
these  lists  for  nearly  a  quarter  of  a 
century.  A  Loaded  Laggard  is  a  com- 
pany selling  at  a  substantial  discount 
from  the  book  value  of  its  underlying 
assets;  the  criterion  this  year  was  a 
discount  of  at  least  50%. 

When  our  Rip  Van  Winkle  went 
to  sleep  in  1970,  the  market  was  al- 


most 100  points  lower  on  the  Dow 
Jones  Industrial  average  than  it  is 
now.  But  the  Loaded  Laggard  list  of 
that  year  was  quite  different  from 
this  year's.  There  were,  then,  far  few- 
er companies  of  blue-chip  status  on 
the  list.  This  tells  us  something  about 
the  current  stock  market:  That, 
though  higher  in  dollars  than  1970's, 
it  is  lower  in  spirits;  the  decline  has 
eaten  deeper. 

Comparing  the  lists,  however,  gives 
at  least  some  cause  for  cheer.  A  good 
many  of  the  companies  that  were  sick 
enough  to  make  the  list  in  1970  have 
made  huge  recoveries.  U.S.  Steel,  for 
example.  It  has  since  doubled  in 
price  and  has  left  the  list.  So  has 
Boeing.  Crane  Co.  has  tripled  in 
price.  Deere  &  Co.,  a  Loaded  Lag- 
gard at  that  time,  now  sells  at  a  pre- 
mium over  book  value. 

But  some  companies  are  hardy  pe- 
rennials  on   the   list.    Chrysler   was   a 


Loaded  Laggard  in  1970.  It  is  one 
in  1975.  So  are  a  large  number  of 
textile  companies.  Quite  obviously, 
being  a  Loaded  Laggard  is  not  the 
same  thing  as  being  a  bargain.  Not 
all  of  these  companies  are  potential 
turnarounds.  But  many  of  them  are. 

Which  ones?  In  this  sense,  the 
Loaded  Laggard  list  is  a  happier 
hunting  ground  for  acquisition-mind- 
ed corporations  than  for  ordinary  in- 
vestors. For  these  bargain-counter  as- 
sets to  increase  in  value,  something 
important  must  happen.  Sometimes 
the  industry  itself  will  pick  up.  This 
happened  in  the  case  of  the  steel  in- 
dustry, and  many  steel  stocks  have 
disappeared  from  the  list.  But  some- 
times something  is  made  to  happen: 
A  partial  liquidation;  a  manage- 
ment change;  a  merger  or  tender  of- 
fer. Single  investors  can't  make  such 
things  happen.  Big  investors  and  cor- 
porate ones  can— aided  by  gimmicks 
like  purchase  accounting  (p.  60). 

Which  is  what  makes  this  kind  of 
list  so  intriguing.  You  don't  need  a 
bull  market  to  make  money  out  of  it. 
What  you  need  is  a  shrewd  eye  for 
value  and  enough  money  and  clout 
to  make  things  happen.   ■ 


Discount 

Net 

from 

Working 

1974 

Current 

Book 

Tangible 

Capital 

Cash  Items 

Revenues 

Recent 

1970-75 

Indicated 

Value 

Book  Value 

'  PerSharet 

Per  Share 

(mil) 

Price 

Price  Range 

Yield 

Addressograph  Multigraph 

70.3% 

$24.84 

$7.61 

$0.75 

$540.8 

73/8 

62     -  3 

none 

Allied  Products 

59.1 

29.01 

2.17 

1.30 

304.9 

117/8 

325/8-111A 

8.4% 

Allied  Supermarkets 

71.6 

7.91 

negative 

3.64 

1,021.1 

21A 

14V2-     15/8 

none 

Allis-Chalmers 

70.9 

34.40 

0.94 

4.50 

1,262.3 

10 

27     -  61/8 

2.6 

American  Airlines 

56.0 

18.17 

negative 

4.03 

1,641.3 

8 

497/a-  47/a 

none 

American  Chair  &  Cable 

54.5 

38.20 

8.97 

3.53 

314.3 

17% 

303/8-12 

6.9 

American  Motors 

•54.0 

12.50 

1.60 

2.56 

2,000.2 

53A 

133/8-  31/4 

none 

Anaconda 

69.5 

57.37 

negative 

3.16 

1,672.7 

171/2 

32V4-11V2 

3.4 

Armstrong  Rubber 

77.5 

51.01 

negative 

3.05 

258.8 

11V2 

45     -IOV2 

none 

ASARCO 

57.1 

32.30 

1.01 

0.75 

1,344.1 

137/8 

361/s-13 

10.8 

Avco 

73.6 

21.30 

negative 

4.23 

1,285.1 

5% 

25 1/4-  2 

none 

Bangor  Punta 

71.7 

13.25 

negative 

2.25 

260.5 

33/4 

19V2-  2 

none 

Borg-Warner 

50.9 

34.62 

6.02 

1.16 

1,767.8 

17 

385/a-121/2 

7.9 

Borman's 

69.5 

859 

negative 

1.50 

499.1 

25/a 

145/a-  V/b 

none 

Budd 

74.3 

30.11 

negative 

2.38 

862.9 

73/4 

193/a-  6 

7.7 

Bunker-Ramo 

75.3 

18.70 

negative 

1.74 

314.0 

4s/a 

513/4-  3Va 

none 

Cabot 

57.7 

49.06 

negative 

4.72 

400.6 

203A 

503/a-14 

4.4 

Cerro 

67.5 

42.72 

negative 

22.93 

758.3 

137/8 

277/8-111/a 

8.6 

Chrysler 

76.1 

44.47 

negative 

4.45 

10,971.4 

10  Va 

441/4.  7 

none 

Cincinnati  Milacron 

54.2 

39.88 

12.55 

2.63 

452.8 

181A 

48  3/4-1 3  V2 

7.7 

Cluett,  Peabody 

59.7 

14.27 

6.51 

3.26 

538.1 

53/4 

313/a-  2V2 

5.2 

Continental  Airlines 

54.4 

10.96 

negative 

2.35 

457.3 

5 

255/a-  27/a 

none 

Control  Data 

69.2 

53.15 

negative 

0.39 

1,750.9 

163/8 

1 221/2  -     91/2 

none 

Cook  United 

65.5 

9.78 

negative 

1.79 

446.1 

33/8 

387/a-  V/s 

none 

Cyclops 

70.5 

62.27 

14.66 

1.77 

652.9 

183/8 

38     -141/4 

7.6 

Dan  River 

79.2 

25.28 

7.48 

2.28 

439.8 

5V4 

13V2-  4 

none 

DiGiorgio 

58.5 

10.24 

negative 

1.19 

508.0 

41/4 

20     -  3 

none 

Diversified  Industries 

66.3 

5.93 

negative 

3.52 

281.3 

2 

235/a-  V/% 

(contmuec 

none 

/  on  poge  64) 
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Discount 

Net 

from 

Working 

1974 

Current 

Book 

Tangible 

Capital 

Cash  Items 

Revenues 

Recent 

1970-75 

Indicated 

Value 

Book  Value" 

Per  Sharet 

Per  Share 

(mil) 

Price 

Price  Range 

Yield 

Eastern  Airlines 

74.0% 

$16.84 

negative 

$7.64 

$1,530.3 

4% 

287/a-  3Va 

none 

Evans  Products 

57.7 

11.51 

negative 

1.31 

1,110.0 

47/b 

27 y4-  2 

none 

Fibreboard 

67.1 

27.33 

negative 

1.00 

293.8 

9 

35     -  81A 

6.7% 

Food  Fair  Stores 

76.3 

18.48 

negative 

3.51 

2,380.6 

43/a 

195/a-  37/a 

4.6 

Fuqua  Industries 

50.7 

10.13 

negative 

1.93 

550.7 

5 

28 1A-  27/a 

none 

General  Refractories 

68.7 

25.59 

$5.47 

2.39 

320.1 

8 

143/a-  33A 

none 

Genesco 

56.4 

9.45 

2.74 

0.74 

1,184.7 

41/a 

393A-  25/a 

none 

BF  Goodrich 

64.2 

47.87 

1.46 

2.24 

1,966.2 

171/a 

35     -121/2 

6.5 

Grolier 

84.9 

13.21 

negative 

3.60 

252.2 

2 

35     -     7/a 

none 

Hanes 

50.6 

22.00 

8.92 

1.64 

288.8 

107/8 

23% -  6 

6.3 

Hart  Schaff ner  &  Marx 

55.3 

19.27 

12.60 

0.97 

494.9 

85/a 

33 Va-  47/a 

7.0 

IC  Industries 

74.8 

54.47 

negative 

2.38 

1,402.9 

133/4 

441/2-103/a 

9.5 

Inmont 

52.2 

14.89 

4.01 

1.97 

469.5 

7Va 

16V4-  47/a 

5.6 

Jonathan  Logan 

66.2 

27.33 

8.36 

3.24 

322.6 

91A 

65V2-  4Ve 

4.3 

Koehring 

59.2 

21.73 

negative 

3.24 

377.1 

87/a 

301A-  31/2 

none 

Litton  Industries 

56.8 

17.07 

2.83 

2.32 

3,082.0 

73/a 

335/a-  27/a 

none 

M  Lowenstein  &  Sons 

80.1 

47.08 

15.54 

1.95 

551.6 

9% 

38     -  8V2 

4.3 

Lykes-Youngstown 

66.4 

44.97 

negative 

21.08 

1,793.2 

151/a 

187/8-  4 

6.6 

Macmillan 

64.2 

13.25 

5.34 

1.27 

466.6 

43/4 

24V4-  3 

5.3 

Manhattan  Industries 

73.7 

13.32 

4.94 

2.31 

223.8 

31/2 

223/a-  15/a 

none 

Perm-Dixie  Industries 

73.1 

16.72 

negative 

1.91 

327.1 

4Y2 

167/s-  37/e 

5.3 

Peoples  Drug  Stores 

60.2 

15.07 

8.66 

1.34 

247.7 

6 

193/a-  3V8 

3.3 

Phillips-Van  Heusen 

66.8 

21.09 

11.24 

1.92 

316.2 

7 

26V2-  33A 

5.7 

Pueblo  International 

65.7 

9.47 

negative 

1.66 

589.4 

3V4 

23 1A-  21A 

9.2 

Questor 

55.6 

13.51 

3.00 

0.93 

384.3 

6 

23 'A-  31A 

none 

Republic  Steel 

56.0 

76.19 

4.67 

13.44 

2,741.4 

33V2 

375/8-173A 

4.8 

Revere  Copper  &  Brass 

72.5 

29.95 

negative 

2.26 

517.5 

81/4 

27     -  57/a 

6.1 

Riegel  Textile 

51.9 

31.19 

9.46 

1.14 

260.1 

15 

227/a-  9V2 

8.7 

Rohr  Industries 

60.5 

19.95 

8.86 

2.69 

419.9 

7  7/8 

26V2-  7Va 

5.1 

Saxon  Industries 

71.4 

12.67 

negative 

1.43 

453.6 

35/s 

415/e-  17/a 

none 

SCM 

62.6 

29.06 

6.87 

0.73 

1,202.3 

107/8 

24  3/4-  8Va 

4.6 

Seaboard  Coast  Line 

72.1 

68.49 

negative 

5.94 

1,420.9 

19Vb 

663A-18V2 

7.3 

Signal  Companies 

60.4 

37.57 

16.29 

11.69 

1,645.0 

147/a 

26     -10  V2 

6.1 

Singer  Company 

63.3 

33.68 

5.24 

5.45 

2,587.0 

12  3/8 

93 'A-  9V2 

3.2 

Southwest  Forest  Inds 

69.8 

21.07 

negative 

2.47 

473.3 

63/8 

27 'A-  37/a 

3.1 

JP  Stevens 

53.2 

34.70 

15.22 

1.98 

1,264.1 

16'A 

22V2-10 

4.9 

Supermarkets  General 

56.4 

8.32 

negative 

0.71 

1,498.5 

35/8 

25     -  25/a 

5.5 

Tappan 

74.8 

19.84 

10.85 

1.75 

229.7 

5 

41      -  33A 

4.0 

Trans  World  Airlines 

74.1 

25.13 

negative 

6.24 

2,515.1 

6V2 

59Va-   43A 

none 

Uniroyal 

62.7 

21.45 

negative 

1.68 

2,300.5 

8 

235/b-  55/s 

8.8 

United  Brands 

60.7 

13.69 

negative 

9.23 

2,020.5 

53/s 

31      -   23/a 

none 

United  Merch  &  Mfrs 

76.7 

50.35 

19.17 

9.06 

1,015.8 

11V4 

32      -11% 

6.8 

US  Industries 

66.2 

11.83 

2.50 

1.54 

1,566.7 

4 

283/s-  2 

5.0 

USM 

60.8 

46.19 

3.98 

2.08 

686.0 

18Va 

40     -10  'A 

6.6 

Victor  Comptometer 

68.8 

14.02 

9.02 

0.70 

248.2 

43/a 

31      -  4 

none 

Vornado 

79.7 

24.60 

negative 

1.72 

927.4 

5 

32 Va-  3 

none 

Wallace  Murray 

54.9 

20.80 

3.96 

1.78 

318.6 

93/a 

253/e-  5 

6.4 

Warnaco 

53.6 

18.31 

10.99 

3.29 

324.3 

8V2 

25     -  63A 

9.4 

Western  Union 

65.9 

38.10 

negative 

5.78 

532.1 

13 

69 'A-  8V2 

10.8 

Wheeling-Pittsburgh  Steel 

78.0 

85.69 

negative 

22.21 

1,037.2 

187/a 

317/a-  93A 

7.4 

White  Motor 

72.2 

29.25 

0.90 

5.62 

1,389.8 

81/8 

32 'A-  67/a 

none 

Whittaker 

51.1 

6.39 

negative 

0.80 

778.3 

3Va 

193/b-  1Vb 

none 

Zayre 

70.9 

20.19 

0.35 

7.95 

1,052.5 

57/8 

47 'A-  2'A 

none 

*  Total  assets  (excluding  intangible,   il 

any)  minus  total   liabilities 

and    preferred   stock  divi 

ded   by  the  number  of 

common  shares 

outstanding. 

f  Current  assets  minus  total   liabilities 

and   preferred 

stock  divided   by  commor 

shares  out. 

tanding. 
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In  A  Class  By  Itself 


The  Winn-Dixies,  the  Safeways  and  the  Lucky  Stores  have 
proved  that  supermarketing  can  be  a  good  business.  But 
Weis  Markets  earns  twice  as  much  as  any  of  them. 


Back  in  the  1920s,  while  other  lads 
in  Sunbury,  Pa.  played  ball  and  fished 
along  the  banks  of  the  Susquehanna, 
young  Sigfried  Weis  tended  to  more 
serious  matters.  Standing  atop  a 
wooden  packing  box  to  reach  the 
cash  register  keys,  he  clerked  in  one 


a  passion  for  expansion.  He  has  add- 
ed only  a  few  new  stores  a  year,  and, 
save  14  stores  acquired  in  the  Albany, 
N.Y.  area,  none  more  than  125  miles 
from  Sunbury  headquarters.  Yet  sales 
have  trebled  since  1965. 

What  Weis  has  done,  of  course,  is 


itable  private-label  items  match  those 
of  any  of  the  giant  chains. 

Weis,  too,  is  one  of  the  biggest 
truckers  in  the  state  of  Pennsylvania. 
Its  fleet  of  150  huge  vans,  all  owned 
outright  and  serviced  in  the  compa- 
ny's own  repair  shops,  rumbles 
back  and  forth  daily  between  a 
huge,  507,000-square-foot  distribu- 
tion warehouse  in  Sunbury  and  its  90 
nearby  stores.  By  itself,  this  neat  dis- 
tribution setup  probably  accounts  for 
one  full  percentage  point  of  Weis's 
margin  on  sales.  Additional  savings 
are  made  when  its  trucks,  on  one  trip 


of  the  115  tiny  grocery  stores  owned      to    quietly    but    dramatically   up    the      in  four,  return  to  Sunbury  with  a  full 


by  his  father  and  uncle,  Sigmund 
and  Harry  Weis. 

Later,  when  he  came  home  on 
vacation  from  Andover  and  then 
Yale,  Siggy,  as  friends  still  call  him, 
would  don  a  clean  apron  and  work  in 
the  family  stores. 

It  was  time  well  spent.  In  1938 
Siggy  returned  from  Yale  to  Sun- 
bury, a  sleepy  central  Pennsylvania 
town  of  15,000  where  the  railroad 
tracks  still  cut  along  the  edge  of  the 
main   square.   It  was  just  in  time  to 


volume  of  each  store— chiefly  by  in- 
creasing the  floor  space— and  at  the 
same  time  up  its  harvest  of  profit  dol- 
lars. The  general  prosperity  of  cen- 
tral Pennsylvania  cities  like  Harris- 
burg,  York,  Lancaster,  Reading  and 
Allentown  has  taken  care  of  the  rest. 
The  average  Weis  store  now  does 
about  $3.5  million  in  sales  a  year, 
against  $700,000  20  years  ago.  That's 
better  than  Safeway 's  $3.4  million  per      Weis  has  never  found  itself  in  the  pre- 


load of  incoming  grocery  items  picked 
up  directly  from  its  suppliers. 

At  least  half  a  percentage  point 
more  is  gained  by  owning  its  own  lo- 
cations rather  than  renting  them. 
Thus  Weis  has  no  long-term  debt  and 
its  annual  lease  payments  run  only 
about  $1.7  million,  or  a  half -cent  on 
the  sales  dollar.  For  other  leading 
chains,    rentals    run    twice    as    high. 


store,  much  better  than  Winn-Dixie's 
$2.6  million  and  far,  far  better  than 


help  his  elders  through  the  supermar-      A&P's  $1.9  million.   Only  Ohio-based 


ket  revolution  that  was  rendering 
their  stores  obsolete.  By  the  mid- 
Fifties  Weis  Markets,  Inc.  had  been 
transformed  into  a  much  smaller  num- 
ber of  self-service  stores  and  Siggy 
was  well  on  his  way  to  creating  the 
most  profitable  supermarket  organiza- 
tion in  the  U.S. 

The  average  U.S.  chain  nets  after 
taxes  about  half  a  cent  on  the  sales 
dollar.  Leaders  like  Winn-Dixie, 
Lucky  Stores  and  Safeway  Stores 
earn  around  2  cents.  But  Weis  Mar- 
kets last  year  took  down  an  almosr 
incredible  4.2  cents  on  each  dollar  of 
its  $313-million  volume. 

The  tempting  explanation  is  that  a 
modest-sized  chain  like  Weis  is  much 
easier  to  run  than  a  billion-dollar 
outfit.  One  trouble  with  that  explana- 
tion is  that  no  other  chain  of  Weis's 
own  size  comes  even  close  to  its  spec- 
tacular profitability.  What's  more,  the 
bigger  Weis  Markets  grows,  the  more 
profitable  it  becomes. 

In  1955,  with  35  large  self-service 
markets  replacing  the  original  115 
little  groceries,  Weis  netted  2  cents  on 
the  dollar.  In  1965,  the  year  Siggy 
listed  its  shares  on  the  New  York 
Stock  Exchange,  he  had  50  stores 
earning  over  3.5  cents  on  the  dollar. 
Now,  with  90  stores,  he  is  doing  bet- 
tor than  4  cents.  Expanded  size  has 
obviously  not  hurt  Weis. 

"Size  doesn't  make  much  differ- 
ence," says  Weis.  "The  management 
problems  become  pretty  much  the 
same." 

It  really  boils  down  to  this:  Siggy 
Weis  has  never  been  carried  away  by 


Fisher  Foods  rings  up  measurably 
more  volume  per  location:  a  spectac- 
ular $5  million  per  store.  Yet  Fisher 
Foods,  on  three  times  more  sales  dol- 


dicament,  as  A&P  has,  of  having  to 
string  along  with  money-losing  stores 
because  of  a  long  lease  commitment. 
"Our  occupancy  costs  are  among  the 
lowest  in  the  industry,"  says  Weis. 

Weis's  heavy  investments  in  real  es- 
tate, in  trucking,  in  manufacturing  do 


lars,  actually  netted  fewer  profit  dol-      soak  up  a  great  deal  of  capital.   For 


lars  than  Weis  Markets  last  year 

Siggy  Weis,  an  unpretentious  man 
of  59  with  a  taste  for  oriental  art 
and  antiques,  explains  it  all  rather 
matter-of-factly.  "If  there  is  any  secret 
behind  our  profit  margins,"  he  finally 
says  after  an  hour's  questioning,  "it 
is  that  wherever  possible  we  try  to 
go  the  'do-it-ourselves'  route." 
And  how!  Weis,  for  exam- 
ple, processes  all  of  its  own 
meats  and  makes  its  own  ice 
cream.  Its  sales  of  highly  prof- 


example,  Safeway  does  $5.50  in  sales 
volume  for  every  $1  of  its  asset  in- 
vestment; Weis  gets  only  about  $3.50. 
Weis's  inventory  turnover  nonetheless 
matches  those  of  the  less  heavily 
capitalized  chains.  And  when  you 
make  twice  as  much  profit  on  the 
sales  dollar  as  your  best  competitors, 
you  can  afford  to  use  cap- 
ital liberally.  In  spite  of 
its  heavy  use  of  capital, 
and  its  absence  of  debt, 
Weis  last  year  man- 
aged to  earn  20% 
on  its  stockholders' 
equity— better  than 
Saf eway's  by  far  and 
not  too  far  below 
that  of  companies 
"ike  Fisher  and 
Winn-Dixie.  Weis, 
in  short,  has  the  best 
of    both    worlds:    It 


Private  Profits.  Weis's  own  brands 
sell  for  less,  but  cost  less  too,  so 
the  profit  is  greater.  The  quality? 
Weis's  tomato  soup  is  made  by  Heinz. 
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can  eat  well  and  sleep  well,  too. 
But  in  the  end,  Siggy  Weis's  strong- 
est suit  may  be  the  store-level  mer- 
chandising knowhow  he  picked  up 
years  ago  from  his  father  and  his 
uncle.  On  tour  of  one  of  his  stores 
he  pauses  with  a  visitor  beside  the 
produce  counter.  "A  few  months  ago 
we  came  across  a  lot  of  very  cheap 
limes,"  he  says.  "We  put  them  out  at 
far  less  than  the  normal  price  and  in 
a  few  weeks  sold  more  limes  than  we 
usually  sell  in  a  year."  At  the  meat 
counter   he   stops    to    explain:    "This 


week  we're  pushing  chicken  livers. 
We've  got  them  at  59  cents  a  pound 
compared  with  89  cents  to  99  cents 
normally  and  they're  really  moving." 
To  the  obvious  question— can  Weis 
keep  his  margins  at  4%  and  perhaps 
even  improve  them  some  more?— 
comes  a  quick  answer.  "Sure,"  he  re- 
plies. "I  can't  spell  it  out  for  you  pre- 
cisely, but  as  we  grow  larger  we  will 
be  able  to  do  many  more  things.  More 
processing,  for  example,  and  perhaps  t 
more  diversified  ventures  such  as  the 
Amity   House   ice    cream   restaurants 


we've  gotten  into  recently." 

If  opportunity  still  beckons,  one  ma- 
jor problem  looms  as  well— succession 
after  Siggy  Weis.  Weis  and  his  fam- 
ily still  own  79%  of  the  stock.  Cousin 
Robert  Weis,  three  years  Siggy's  jun- 
ior, is  treasurer,  but  is  more  inclined 
toward  finance  than  grocery  opera- 
tions. There  are  no  younger  Weises 
coming  along.  And  while  there  must 
obviously  be  a  number  of  talented 
nonfamily  executives  in  Sunbury  and 
out  in  the  stores,  Siggy's  shoes  will  be 
hard  to  fill.  ■ 


Programming  School  Spirit 

At  graduation  day  josten's  puts  class  rings  on  students' 
fingers,  yearbooks  in  their  hands  and  money  in  the  bank. 

ploys.  One  is  a  small  wedding  ring 
operation.  "First  we  graduate  'em, 
then  we  marry  'em,"  says  Vice  Presi- 
dent Robert  Leslie. 

No  sooner  had  Lurton  embarked  on 
his  strategy  for  the  Seventies  than  he 
was  hit  with  the  double  whammy  of  a 
skyrocketing  price  of  gold  and  the 
Nixon  Administration's  price  controls. 
"We  couldn't  maintain  our  margins 
during  the  rapid  acceleration  of 
prices,"  he  recalls.  "We  had  to  be 
timid  about  our  pricing." 

In  fact,  unit  sales  of  rings  first  lev- 
eled off,  then  declined  by  3%  last  year. 
Josten's  fought  back  by  "upgrading" 
the  rings— pushing  more  elaborate  de- 
signs, more  stones  and  more  "individ- 
uality." Also,  thanks  to  a  10%  annual 
growth  in  the  sales  force,  market 
share  has  been  inching  up,  from  about 
30%  at  the  start  of  the  decade  to 
about  34%  last  year. 


How's  this  for  a  marketing  tactic: 
tens  of  thousands  of  nubile  cheerlead- 
ers and  enthusiastic  high  school  poli- 
ticians pushing  a  high-margin  product 
before  a  captive  audience?  And  all 
of  them  doing  it  for  free. 

That's  what  Josten's  has.  The  $131- 
million-sales  Minneapolis  company  has 
a  good  lock  on  the  high  school  class 
ring  and  yearbook  market.  A  lot  of 
gold  goes  into  those  rings— 140,000 
ounces  last  year— but  so  does  a  lot 
of  promotion,  and  a  lot  of  margin. 
Enough  to  give  Josten's  stockholders  a 
neat  20%  return  on  equity. 

How  do  they  do  it?  "We're  pro- 
gramming school  spirit,"  says  one  Jos- 
ten's man  with  a  pleased  chortle.  Now 
that  kids  have  put  down  their  placards 
and  picked  up  their  pom  poms  in  the 
recession-racked  Seventies,  Josten's 
earnings  are  growing  at  13%,  as  com- 
pared with  10%  in  the  last  half  of  the 
prosperous  but  cynical  Sixties. 

"There's  less  of  that  antiestablish- 
ment  spirit  around  these  days,"  says 
William  Lurton,  Josten's  chairman  and 
chief  executive.  "The  kids  are  spend- 
ing more  time  around  school,  they're 
starting  up  fraternities  again,  and  the 
more  spirit,  the  better  our  sales." 

When  Lurton  took  over  as  chief 
executive  officer  in  1972,  he  was  fac- 
ing more  than  the  specter  of  spirit- 
lessness.  The  population  statistics 
showed  not  only  the  end  of  the  post- 
war baby-boom  students,  but  an  ac- 
tual decline  in  high-school-age  chil- 
dren toward  the  end  of  the  decade. 

"Everyone  in  the  company  was 
aware  of  these  numbers,"  he  says.  "We 
realized  that  we  had  to  go  after  a 
bigger  share  of  the  market  to  keep 
growing."  Lurton  began  adding  sales- 
men, going  after  areas  like  the  East 
and  South  where  Josten's  is  relatively 
weak,  and  trying  some  diversification 


Less  Literacy,  More  Color 

After  the  ring-selling  Scholastic  di- 
vision (53%  of  sales),  comes  Josten's 
yearbook  business.  It  also  has  fairly 
fat  margins  and  a  commanding  lead 
in  market  share.  Here  the  company 
benefits  from  the  declining  literacy  of 
high  school  students— the  kids  now 
prefer  to  use  pictures,  and  color  pic- 
tures at  that,  rather  than  relatively 
inexpensive  written  material. 

If  it's  such  a  nice  deal,  why  doesn't 
Josten's  have  more  competition?  Says 
Leslie:  "We  built  up  market  share  by 
knowing  more  about  the  school  en- 
vironment. We  just  know  better  how 
to  work  with  the  school  administra- 
tion." Why?  About  50%  of  the  sales 
force  are  former  school  teachers  at- 
tracted by  the  $40,000  average  an- 
nual salary  of  a  Josten's  representa- 
tive with  five  years'  experience. 

In    fact,    Josten's    managers    even 


Chances  are  1  in  3  it's  a  Josten's. 

look  like  teachers,  coaches  and  prin- 
cipals, from  Lurton  on  down.  Walk- 
ing through  the  company's  headquar- 
ters, you  have  the  feeling  that  class- 
period  bells  will  start  ringing  any  min- 
ute. A  student  facing  his  Josten's  rep 
could  well  get  the  impression  that  if 
he  doesn't  buy  a  ring  or  a  yearbook, 
he'll  get  an  F  in  School  Spirit. 

Still,  Lurton  isn't  putting  all  his  eggs 
in  the  scholastic  basket.  One  of  his 
innovations  was  to  put  together  a 
"Recognition"  division  that  produces 
commemorative  plaques  ami  gold- 
plated  awards  for  the  corporate  maj 
ket.  "Companies  can't  promote  all  of 
their  good  employees,"  Lurton  points 
out.  "Our  salesmen  point  out  to  tin- 
chief  executive  that  our  recognition 
products  are  a  relatively  inexpensive 
way  of  encouraging  his  people.  '  A 
$25  plaque,  it  is  hoped,  will  produce 
more  gratitude  and  motivation  (at  a 
lower  price)  than  a  $25  raise, 

"It'll  be  the  fastest-growing  part  oi 
our  business,"  predicts  Lurton.  So  Eai 
it  accounts   for  onl\    S\    ol    sales    Inil 
the  margins  are  comparable  to  what 
Josten's  pulls  in  on  its  school  business 

To   date,   Wall    Street    remains    tUl 
impressed.     Josten's     shares     languish 
aiound  19,  with  a  price/ earning!  ra 

tic  ol    just   seven     Now,    il    Mill    l.mlon 
ild     pist     j^et    some    clict  I  leaders    on 
the  exchange  door.  ..." 
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^Hamilton  Test  Systems' 
I  Autosense®  is  the  world's 

most  sophisticated  com- 
puterized diagnostic  unit 
■  for  automotive  engine 

analysis. 


Our  Essex  subsidiary  pro- 
duces cable  for  1600  tele- 
phone companies,  and  has 
pioneered  in  moisture- 
proof  cable  for  under- 
ground installation. 


Electric  utilities  use  our 
gas  turbines  in  single-  and 
multi-engine  plants  for 
peak  demand.  These  units 
come  in  modular  packages 
for  fast  on-site  installation 


of  technology 

to  change  a 

name  like 

United  Aircraft 

Because  we're  now  a  multi-market  company, 
our  old  one-market  name  no  longer  fits. 


The  name  our  company  has  borne 
since  1934  is  hardly  descriptive  of 
the  activities  in  which  we  are  now 
engaged. 

While  our  traditional  aircraft  and 
aerospace  businesses  continue  to 
grow,  we've  tapped  the  vast  tech- 
nology bank  that's  evolved  from 
these  operations  to  enlarge  the 
company's  business  base  in  indus- 
trial and  commercial  fields. 

Through  the  selective  exercise  of 
our  abilities  and  skills  over  a  wide 
spectrum  of  high  technologies,  we're 
now  a  multi-market  corporation. 
But  one  with  the  same  solid, 
dependable  virtues.  A  corporation 


with  1974  sales  in  excess  of  $3.3 
billion,  substantial  financial 
strengths,  a  39-year  record  of 
consecutive  dividend  payments,  a 
truly  international  business  with 
representation  in  some  120  coun- 
tries of  the  world. 

We're  also  a  corporation  with  a 
promising  future.  Because  when  all 
those  technologies  are  United, 
there's  no  limit  to  our  powers  of 
invention.  United  Technologies 
Corporation,  Hartford,  Conn.  06101. 


1974 

1964 

Total  Sales 

$3,321,106,000 

$1,235,918,000 

Net  Income 

104,705,000 

29,084,000 

Business 
Backlog 

3,577,000,000 

1,200,000,000 

UNITED 
TECHNOLOGIES 


We'll  always  be  a  major 
force  in  flight— both 
military  and  commercial. 
Our  Pratt  &  Whitney 
A  ircraft  engines  power 
aircraft  for  188  airlines 
around  the  world. 


The  Mess  In  Housing' 

William  Levitt,  who  helped  revolutionize  the  home-building 
industry,  dreams  of  a  comeback.  The  nation  could  use  it. 


William  J.  Levitt  will  long  be  re- 
membered as  a  master  builder  of  to- 
days highly  suburbanized  American 
lifestyle.  Levitt  cast  the  mold  for 
countless  other  home-builders  in  the 
1940s  with  his  revolutionary  Levit- 
town  development  on  New  York's 
Long  Island— tract  upon  tract  of  mass- 
produced  single-family  homes  at 
$7,990  a  copy. 

Now  a  trim,  mustachioed  68,  Bill 
Levitt  no  longer  builds  houses.  In 
fact,  he  is  no  longer  boss  of  the  com- 
pany that  bears  his  name,  Levitt  & 
.Sons,  though  he  still  operates  out  of 
its  headquarters  in  Lake  Success,  N.Y. 
He  quit  in  1969,  and  so  did  most  of 
his  key  executives,  the  year  after  it 
was  acquired  by  Harold  Geneen's  In- 
ternational Telephone  &  Telegraph. 
It  now  is  deep  in  the  red. 

When  ITT,  under  a  Federal  Trade 
Commission  divestiture  order  put 
Levitt  up  for  sale,  there  were  no  tak- 
ers. Levitt  is  now  run  by  a  trustee 
charged  with  reducing  its  ITT -bloat- 
ed land  inventory  to  make  it  salable. 
"Nobody  would  buy  it,"  says  Levitt, 
shaking  his  head.  "Nobody." 

The  fact  is,  even  Bill  Levitt  doesn't 
find  the  home-building  business  very 
attractive  in  1975.  With  housing 
starts  way  down  for  nearly  two  years 
and  huge  inventories  of  unsold  homes 
across  the  nation,  the  industry  is  a 
bona  fide  disaster  area.  Levitt  doesn't 
see  it  coming  back  in  a  big  way  "for 
a  long  time." 

The  trouble,  he  says,  is  not  a  short 
supply  of  mortgage  money  and  high 
interest  rates.  It  is  more  basic:  "The 
home-building  industry  simply  can- 
not produce  decent  accommodations 
for  the  overwhelming  mass  of  Ameri- 
cans at  a  price  they  can  afford. 
You  can't  buy  a  decent  single-family 
house  in  any  metropolitan  region  of 
the  U.S.  today  for  less  than  $45,000 
to  $50,000. 

"As  far  as  I  can  see  in  the  imme- 
diate future,  the  detached  house  is 
out  for  anyone  but  the  upper  middle 
class— people  making  at  least  $30,000 
to  850,000  a  year." 

Labor  is  one  culprit,  Levitt  goes  on, 
but  not  the  only  one.  Construction 
wages  have  become  the  highest  of 
any  industry,  by  far,  averaging  15 
an  hour  currently,  against  a  $6.39  an 
hour  average  in  the  next-ranked  pe- 
troleuu  and  coal  industries.  "High 
materials  prices  can,  and  sometimes 
do,  go  down,"  says  Levitt,  "but  wages 
never  go  down." 


Levitt,  though  insisting  that  "I  am 
very  definitely  a  capitalist,"  sympa- 
thizes with  labor,  too.  "Wages  are 
high,  for  one  thing,  because  of  our 
archaic  ways  of  building,"  he  says<. 
"When  it  rains,  for  example,  every- 
body stays  home  and  nobody  gets 
paid.  So  to  earn  a  decent  living,  they 
must  be  paid  more  during  the  hours 
when  they  can  work."  He  adds: 
"When  a  master  electrician's  wife 
goes  into  the  supermarket  and  sugar 
costs  her  so  much,  and  he  says,  'Dam- 
mit, we'll  go  on  strike  and  get  some 
more  money,'  I  can't  fault  that." 

Land  prices  have  obviously  hurt, 
too,  says  Levitt,  but  are  largely  be- 
yond control.  "God  created  only  so 
much  of  it.  This  ground  right  here 
was  the  former  Schumaker  farm. 
Schumaker's  grandfather  paid  $50  an 
acre  for  it.  I  bought  it  for  $80,000  an 
acre  and  later  sold  part  of  it  for 
$250,000  an  acre.  That's  happened  all 
over  the  country. 

Become  Assemblers 

"But  people  can't  sleep  out  under 
the  stars.  We're  just  going  to  have  to 
change  our  concepts  of  housing." 

How?  "Our  building  methods  are 
basically  unchanged  from  200  years 
ago,"  he  says.  "Unlike  the  auto  indus- 
try, where  the  workers  are  assemblers, 
we  still  have  carpenters  with  hammers 
and  saws  manufacturing  a  whole 
house,  from  frame  to  roof. 

"The  answer  to  the  home-building 
prayer,  I  think,  is  what  we  call 
'panelization.'  The  idea  is  to  build 
standardized  modules  in  a  factory— 
that  is,  four-foot  or  eight-foot  panels 
in  which  you  would  have  your  plumb- 
ing, electricity,  drainage,  insulation 
and  so  on.  Then  a  truck  pulls  up  to 
the  site  and  every  piece  is  numbered 
and  six  men  take  those  pieces  and 
put  the  house  together,  clamp,  clamp. 
They  would  be  doing  an  assembly 
job,  like  the  auto  workers." 

He  goes  on:  "We  have  been  work- 
ing on  this  for  nearly  five  years  in 
Jersey.  But  we're  not  happy  with 
it  yet." 

The  pronoun  "we"— referring  to 
Levitt  &  Sons— continually  creeps  in- 
to Bill  Levitt's  conversation.  Says  he, 
recalling  the  fate  of  his  old  company: 
"I  have  the  utmost  regard  and  re- 
spect for  Harold  Geneen.  I've  known 
him  since  he  was  19  years  old.  He's 
developed  a  management  system  that's 
unique  in  the  annals  of  business.  Very 
successful.  But  there  are  some  corn- 


Builder  Levitt 

panies,  entrepreneurial  companies, 
that  don't  lend  themselves  to  that  kind 
of  system.  We  were  one  of  them. 

"We  became  part  of  ITT  in  Feb- 
ruary 1968,  and  in  June  of  that  year, 
barely  three  months  later,  Harold  and 
I  had  lunch  in  my  little  dining  room 
here.  I  said,  'Harold,  we  can't  operate 
this  way.  We're  spending  all  our  time 
making  reports,  not  building  houses.' 

"He  said,  'You're  right,  you're  right.' 
And  as  soon  as  he  got  back  to  his  of- 
fice Harold  dictated  a  six-  or  seven- 
page  memo  to  all  the  hierarchy  of  ITT 
explaining  that  they  would  waive  this 
and  waive  that  in  our  case.  But  no 
one  paid  any  attention. 

"Finally,  they  have  this  thing  called 
monthly  managers  meetings.  The  top 
managers  from  every  company  in  the 
system,  about  300  of  them,  go  to  it. 
But  I  wouldn't  go.  Harold  said  I  had 
to  go  or  I  would  break  the  morale. 
So  I  decided  to  make  Dick  Wasser- 
man,  who  was  wonderful  as  my  No. 
Two  man,  the  chief  executive  officer 
and  let  him  go.  Dick  stuck  it  out  for 
a  year,  then  came  to  me  and  said,  'I 
can't  stomach  it  anymore.'  So  he  quit 
and  six  more  quit  after  him." 

In  the  end,  he  says,  Levitt  under 
ITT  went  "land  crazy."  It  acquired  a 
huge  inventory  of  land,  costly  to  buy, 
costly  to  hold  and,  under  current  cir- 
cumstances, impossible  to  build  on. 
And,  it  "destroyed  the  management." 

Bill  Levitt,  as  he  approaches  70, 
has  all  the  material  things  a  man  could 
want— though  he  says  that  rising  fuel 
and  other  expenses  recently  forced 
him  to  sell  his  ultralavish  250-foot 
yacht,  La  Belle  Simone.  He  also  has 
his  new  business  ventures  to  occupy 
him,  including  Levitt  Industries  (an 
East  Coast  drug  chain  nee  Parkway 
Distributors)  and  an  Israeli  company 
that  holds  non-North  American  rights 
to  the  Wankel  engine. 

Yet  at  a  stage  in  life  when  a  man 
of  his  accomplishments  should  be  con- 
tent, Bill  Levitt  clearly  has  a  taste  of 
ashes  in  his  mouth.  He  dreams  of  a 
comeback  in  home-building,  and  of 
the  panelization  concept.  The  need 
for  action  is  urgent,  and  Bill  Levitt 
has  the  name  and  the  know-how.  Bui 
does  he  have  the  time?  ■ 
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The  scarifying  pace 

of  change 

How  a  Merrill  Lynch  Account  Executive  helps 
you  keep  it  from  wrecking  your  investment  program 

Tn  the  go-go  Sixties,  it  seemed 


as  if  you  could  pick  a  few 
good  stocks,  sit  back  and  almost 
hear  them  grow. 

"Sit  back  smugly  today  and 
the  economic  zigzags  could 
wreck  your  investment  pro- 
gram before  you  yell  'help.' 

"There  are  still  marvelous 
opportunities.  But  investors 
have  to  be  more  careful.  That's 
why  I'm  so  glad  I  work  for 
Merrill  Lynch. 

"This  company  is  big  enough 
to  equip  me  as  no  other  com- 
pany can  —  to  help  my  customers 
keep  track  of  what's  going  on. 
To  flash  them  early  warnings 
of  changes  that  I  think  are 
important.  To  program  individ- 
ual plans  to  their  needs. 

"Consider  these  resources: 

Scores  of  specialties, 
hundreds  of  specialists 

"Merrill  Lynch  can  call  on  one 
of  the  largest  private  economic 
research  staffs  in  the  world  at 
our  affiliate,  Lionel  D.  Edie  & 
Company,  Inc.  The  Edie  people 
help  us  anticipate  change  in  the 
economy— from  credit  crunches 
to  inventory  surpluses  — that 
could  affect  investors. 

"We  have  a  $6-million-a-year 
Research  Department,  tracking 
major  industries  and  companies 
like  bloodhounds  — to  help  us 
judge  where  changes  in  earn- 
ings will  come  from. 

"We  also  have  specialists  in 
over-the-counter  stocks.  Real 
estate.  Municipal  bonds.  Gov- 
ernment securities.  And  more. 

"But  all  those  specialists' 
opinions  have  to  get  to  my  cus- 
tomers in  time  to  be  useful.  So 
we  have  news  services  pumping 


John  L.  MacDougall  explains  how  the  expertise  and  resources  of 
Merrill  Lynch  help  his  customers  keep  up  with  today's  zigzagging  economy. 


out  142,000  words  of  investment 
information  daily.  And  the 
wires  here  keep  sizzling. 

"When  there's  a  change 
that  can  affect  my  customers, 
I  can  tell  them  about  it.  Fast. 

16  pages  of  ideas     r  _  _  —  —  - 

chosen  for 
today's  climate 


think  with  you,  plan  with  you. 
"And  we're  all  out  to  make 
you  a  successful  investor.  Be- 
cause that's  the  only  way  we 
can  be  successful  Account 
Executives." 


D  Please  send  the  lastest  issue  of 
"Investments  For  a  Changing 
Economy." 

□  I'd  also  like  to  talk  with  one  of 
your  Account  Executives. 

Name 


Address- 
City 


-State- 


Home  phone_ 


_Bus.  phone_ 


"You  can  find  a 
sample  of  our  think- 
ing in  'Investments 
For  a  Changing 
Economy.'  Free- 
just  mail  coupon  or 
phone.  It's  packed 
with  fresh  ideas, 
analyses,  things 
to  watch  and  watch 
out  for  right  now 
and  in  the  future. 

"Send  for  the 
latest  issue.  Then 
get  in  touch  with 
any  Merrill  Lynch 
Account  Executive. 
At  any  of  our  offices. 
We  were  all  taught 
to  work  with  you, 


Merrill  Lynch  Pierce  Fenner  &  Smith  Inc. 

©Copyright  1975  Merrill  Lynch  Pierce  Fenner  &  Smith  Inc.  Member,  Securities  Investor  Protection  Corporation  (SIPC). 


Mail  to:  Merrill  Lynch  Service  Center, 

Box  700,  Nevada,  Iowa  50201. 

Or  phone  this  toll-free  number:  (800)  228-1776. 


-Zip_ 


Merrill  Lynch  customers,  please  give 
name  and  office  address  of  Account  J 
Executive: 
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Out 

From  Under 

Once  a  dog  in  the 
LTV  manger,  E-Systems 
is  now  Wall  Street's  pet, 
thanks  to  the  military 
electronics  boom. 

If  ever  there  was  a  business  with  a 
bleak  outlook,  it  was  LTV  Electro- 
systems  in  1969.  A  badly  handled 
Air  Force  contract  to  equip  aircraft 
with  sophisticated  controls  had  re- 
sulted in  a  $5-million  cost  overrun,  a 
nasty  court  fight  with  the  Air  Force 
over  who  was  responsible  and  a 
qualified  auditor's  report.  On  top  of 
everything  else,  Ling-Temco-Vought, 
which  owned  around  70%  of  the  stock 
at  that  time,  was  seriously  overextend- 
ed, thanks  to  James  Ling's  "redeploy- 
ment" schemes. 

Enter  John  Dixon  as  Electrosys- 
tems'  president  and  chief  executive. 
"We  were  in  very  serious  trouble,"  he 
recalls.  Fortunately,  the  LTV  board 
had  even  more  pressing  problems  and 
was  willing  to  give  its  former  strate- 
gic planner  a  free  hand,  eventually, 
through  a  complex  stock  package, 
spinning  off  its  shares  to  LTV  Aero- 
space stockholders  in  1972. 

But  LTV  sold  out  too  soon.  Today 
John  Dixon's  E-Systems  (as  the  com- 
pany was  renamed)  is  earning  about 
18%  on  equity  on  sales  of  about  $250 
million.  And  E-Systems  is  turning  in- 
to a  hot  stock.  Since  the  beginning  of 
the  year  the  shares  have  gone  from 
$8  and  change  to  a  high  of  $35,  be- 
fore slipping  back  to  $23— one  of 
the  few  defense  contracting  stocks 
selling  above  book  value. 

What  happened?  Some  of  the  credit 
has  to  go  to  Dixon  and  his  flinty  man- 
agement style.  And  some  of  it  to  the 
increasing  interest  in  E-Systems'  spe- 
cialty: electronic  warfare  systems  and 
military  communications  equipment. 

Recent  military  experience,  in  both 
Southeast  Asia  and  the  Middle  East, 
has  shown  that  electronic  battles  are 
as  important  as  gun  battles  in  decid- 
ing the  outcome  of  modern  wars.  If 
your  electronic  engineers  are  better 
than  the  enemy's,  you  can  blind  his 
radar,  send  in  your  planes  and  destroy 
his  forces  without  losing  your  own. 

So  now  "EW,"  as  electronic  war- 
fare is  called  around  the  Pentagon,  is 
the  fastest-growing  part  of  the  de- 
fense budget.  In  fiscal  1976  EW  and 
strategic  communications  spending 
may  rise  25%  from  last  year's  level,  to 
an  estimated  $24.4  billion.  Says  Dix- 


Nasty  Gnat.  Model  airplane-sized  "miniremotely  piloted  vehicles"  like 
this  can  blind  enemy  aircraft  electronically,  says  designer  E-Systems. 
Infinitely  cheaper  than  jet  fighters,  they're  also  hard  to  shoot  down. 


on:  "There's  an  increasing  realization 
that  if  we  had  better  communica- 
tions, intelligence  and  electronic  war- 
fare devices,  we  wouldn't  need  as 
many  of  the  costly  $100-million  bomb- 
ers and  the  $20-million  fighters  that 
you  talked  about  in  your  defense  ar- 
ticle" (Forbes,  Apr.  15). 

But  as  defense  contractors  have 
learned  to  their  sorrow,  just  getting 
volume  can  be  a  mixed  blessing. 
Landing  the  huge  C-5A  contract  near- 
ly dragged  Lockheed  under.  Indeed, 
one  of  the  first  jobs  that  Dixon  had 
was  to  pull  the  company  out  of  a 
"C-5A"  of  its  own. 

"It  was  called  the  SEAOR-62  proj- 
ect," he  says,  wincing  at  the  memory. 
"Everything  was  wrong  with  it.  It  was 
a  fixed-cost  development  contract  that 
was  to  be  filled  on  a  crash  basis.  The 
idea  was  to  refit  a  fleet  of  aircraft 
to  act  as  flying  control  stations  for 
air  battles  over  North  Vietnam.  Then 
in  the  middle  of  the  contract,  the  bat- 
tle was  canceled."  But  that  contract 
ran  on— and  overran. 

When  Dixon  came  in,  the  company 
and  the  Air  Force  were  arguing  over 
who  had  the  responsibility  for  the 
contract  mess. 

It  took  until  last  year  to  settle  the 
legal  battle  with  the  Air  Force.  The 
$15-million  payment  by  the  Govern- 
ment blew  away  the  cloud  that  had 
been  over  the  auditor's  statement 
since  the  start  of  the  court  case. 

It  was  an  expensive,  but  important, 
lesson:  The  key  to  profit  in  Defense 
Department  contracting  is  selective 
bidding.  As  Dixon  says,  "Now,  be- 
fore we  bid  on  a  contract,  we  figure 
out  how  strong  we  are  in  the  field. 
For  example,  while  we're  very  strong 
on  ground-based  tactical  air  naviga- 
tion equipment,  we  wouldn't  think  of 


bidding  on  air-based  "TACAN,"  even 
though  it  sounds  as  though  it's  close- 
ly related." 

Dixon's  selectivity  cost  E-Systems 
some  sales  (they  are  just  surpassing 
1969's  level  this  year),  but  it  has 
clearly  helped  the  company's  profits. 
Largely  due  to  higher  margins  on 
government  business,  this  year's  net 
is  running  62%  over  last  year's  level. 

The  electronic  warfare  boom  isn't 
the  only  trend  that's  going  E-System's 
way.  One-third  of  the  company's  busi- 
ness is  communications  systems  and 
equipment— satellite  earth  stations  and 
military  walkie-talkies,  jeep  and  tank 
radios.  The  U.S.  military  has  been  re- 
furbishing its  communications  equip- 
ment, switching  from  vacuum  tube- 
based  radios  to  the  more  reliable  sol- 
id-state equipment.  Now  our  allies  are 
following  suit. 

That's  good  news  for  E-Systems, 
since  profit  margins  are  far  higher  in 
foreign  military  sales.  Not  only  have 
all  the  development  costs  and  start- 
up costs  been  written  off  already,  but 
foreign  governments  seem  to  be  less 
hostile  to  contractor  profits  than  tin 
U.S.  Congress,  and  more  forthcom- 
ing with  advance  payments 

On  the  side,  E-Systems  also  does 
aircraft  maintenance  and  overhaul— 
from  what  Dixon  calls  "plain-vanilla 
repair  work"  to  keeping  the  Presiden- 
tial air  fleet  working.  It's  around  1" 
of  the  company's  sales  and  won  I  be 
growing  like  electronics,  but  it  is  a 
nice,  steady  business. 

Now,  Dixon  is  beginning  to  think 
about  acquisitions.  "If  we  did,"  lie 
emphasizes,  "it  would  only  be  in  a 
closely  related  business."  So  E-S\  s 
terns  won't  be  a  conglomerate?  "No, 
he  replies  with  a  cold  glance,  "I  have 
no  nostalgia  for  that."  ■ 
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PHOTO  BY  WALTER  IOOSS,  JR  FOR  SPORTS  ILLUSTRATED 


Sports  Illustrated  looks  at  the 
world  of  sports  from  its  own  unique 
angle. 

And  when  Si's  readers  are  in- 
volved  with  the  magazine,  they  find 
themselves  looking  at  the  world  with 


a  fresh  perspective. 

That's  how  it  is  with  sports.  When 
you're  involved,  you  shift  your  focus  a 
bit,  and  everything  looks  different. 
Livelier.  Happier,  and  somehow  righter. 

Which  makes  Sports  Illustrated  a 


great  place  to  advertise  anything  from 
cars  to  corporate  messages.  In  SI, 
your  best  customers  are  reading  you 
with  open  eyes  and  optimistic  minds. 
They're  in  a  mood  to  listen. 

So  you've  got  their  full  attention. 


Sports  Illustrated 

What  other  news  weekly  grabs  your  attention  like  this? 


As  I  See  It 


Options  As  An  Investment  Tool 


It  would  be  hard  to  find  a  more  im- 
pressive set  of  investment  creden- 
tials than  Roger  F.  Murray's.  As* 
onetime  chief  economist  and  chief 
institutional  money  manager  for 
Bankers  Trust  Co.,  he  was  a  highly 
successful  investor.  As  professor  of 
banking  and  finance  at  Columbia 
University's  graduate  business  school, 
he  is  an  outstanding  scholar  in  the  in- 
vestment field.  Murray,  now  63,  sits 
on  the  boards  of  15  investing  institu- 
tions, including  Chemical  Fund  and 
New  York  Bank  for  Savings.  He  is 
widely  respected,  both  in  Wall  Street 


and  in  the  academic  world. 

To  our  surprise,  we  discovered 
that  this  scholarly  man  is  one  of  the 
more  outspoken  proponents  of  option 
trading  markets.  He  is  a  director  of 
the  Chicago  Board  Options  Exchange, 
and  misses  few  opportunities  to  argue 
that  options  are  no  mere  gambling 
game.  They  are,  he  insists,  a  respect- 
able device  for  making  investing 
more  attractive  and  thus  encouraging 
capital  formation  in  the  U.S. 

FORBES  paid  a  visit  to  the  court- 
ly professor  to  find  out  why  he  is 
so  sold  on  options. 


Murray  of  Columbia  University 


Murray:  I  do  hope  you're  not  going 
to  title  your  article  "Options:  The 
Newest  Game  In  Town"  the  way  they 
all  do.  It  implies  this  is  some  kind  of 
sport  unrelated  to  the  basic  business 
of  investing.  I'm  counting  firmly  on 
Forbes  to  be  more  discriminating. 

Well,  aren't  options  a  game?  They 


have  no  intrinsic  value.  At  the  end  of 
three  months,  six  months,  you're  left 
with  a  call  on  the  stock  or  with  noth- 
ing. You  can't  invest  in  them.  You 
can  only  convert  them,  sell  them,  or 
throw  them  into  the  wastebasket. 

Murray:  True,  but  they're  an  im- 
mensely  valuable   mechanism  for  in- 
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Rexnord 


Uncommon  skills  in  engineering 

and  a  commitment  to  solve 

problems  for  industry 

We  have  built  our  company  on  engineering  excel- 
lence. It  has  been  a  primary  commitment  for  more 
than  80  years.  Rexnord  products,  with  this  strong 
foundation,  have  been  developed  with  one  objec- 
tive: to  apply  these  engineering  skills  in  solving 
problems  for  industry.  Whether  it  is  a  fingertip- 
sized  fastener  for  a  McDonnell-Douglas  DC-10  or  a 
600  ton  crusher  for  mineral  reduction,  our  belief  in 
skillful  engineering  and  outstanding  quality  has 
never  varied. 

Rexnord's  capabilities  and  our  products  are  dis- 
cussed in  our  new  corporate  brochure.  For  your 
copy,  write  W.  C.  Messinger,  Chairman,  Rexnord 
Inc.,  P.  O.  Box  2022,  Milwaukee,  Wisconsin  53201. 
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Carrier  vibrating  conveyors 

—  engineered  to  process 

materials  as  they  convey 


These  conveyors  are  application-engineered 
to  cool,   heat,   screen,   scalp,   dry,   dewater,   mix, 
and  separate  materials  as  they  convey  them 
Save  on  investment,  floor  space,  processing,  and 
maintenance. 

Rexnord 
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vesting.  If  you  look  at  it  in  the  sub- 
stantive sense,  what  you're  able  to  do 
by  way  of  option  contracts  is  to  di- 
vide the  value  of  a  share  of  stock  in- 
to two  parts.  Let's  assume  I  want  to 
own— call  it  the  going-concern  value 
of  a  company— the  steady  return  on  its 
basic  assets,  the  dividends,  the  reli- 
able, predictable  intrinsic  value  of  a 
share  in  that  business.  You,  on  the 
other  hand,  couldn't  care  less  about 
all  that,  but  you  think  the  company's 
going  to  have  a  great  fourth  quarter. 
Or  maybe  you're  interested  in  what 
you  think  is  going  to  happen:  new 
products,  a  big  contract,  the  future 
activity.  Now  we  can  reach  an  agree- 
ment and  divide  the  stock  into  two 
parts:  I  get  the  ocean  and  you  get 
the  waves.  Before,  there  was  no  way 
I  could  take  the  conservative  step  of 
converting  hopes,  expectations,  pie-in- 
the-sky,  into  hard  cash.  And  there 
was  no  way  you  could  buy  the  hopes 
and  expectations  without  putting  up 
margin— with  the  risk  of  loss— for  the 
whole  part  underneath. 

What  if  no  one  is  interested  in  un- 


derlying value?  What  if  all  they  want 
is  to  speculate?  Then  everybody  buys 
options  and  hedges  his  risks  by  sell- 
ing them  short.  Nobody  buys  stocks. 

Murray:  You  mean,  will  the  option 
market  divert  capital  from  equity  in- 
vesting? The  answer  is:  No.  What 
you  are  describing  is  a  spreading  pro- 
gram, a  strategy  for  making  market 
returns  at  very  low  risk.*  Fine.  That's 
an  old,  old  game:  People  do  it  in  the 
bond  market  all  day  long.  But  that 
doesn't  mean  the  end  of  the  stock 
market  or  the  bond  market. 

Look,  where  are  the  real  risks  and 
rewards?  They  are  in  the  direct  own- 
ership of  a  business  or  of  a  share  in 
the  business,  not  in  playing  games 
with  stock  certificates.  Where  did  all 
the  great  fortunes  come  from?  Not 
from  people  who  arbitraged,  who  en- 
gaged in  spreading.  .  .  . 

Say  I  want  to  be  the  owner  of  an 

'Spreading  involves  buying  one  option  on  a  stock 
and  selling  another  one  at  a  different  strike  price  or 
exercise  date  on  the  same  stock.  You  hope  to  profit 
as  the  "spread"  between  the  two  changes.  But  you 
can't  lose  all  your  money,  as  you  could  if  you  simply 
bought  a  call  option,  because  you  are,  in  effect,  on 
both  sides  of  the  market. 


enterprise.  Say  I'm  Joe  Wilson  of 
Haloid  Co.  and  a  guy  has  just  offered 
me  a  process  four  other  people  re- 
jected, but  I  believe  in  it.  I'm  not  go- 
ing to  play  spreads  in  Haloid  options; 
I'm  going  to  buy  xerography. 

Or,  as  a  conservative  investor,  I 
can  write  [sell]  options  to  increase 
my  total  return  from  that  portfolio  of 
stocks  in  companies  I  believe  in.  Peo- 
ple talk  about  option  spreading  pro- 
grams and  mention  15%,  20%  a  year 
if  they're  lucky.  That's  peanuts  to 
what  a  conservative  investor  can  earn 
by  holding  stocks  and  writing  options 
on  them. 

The  most  straightforward  way  I'd 
use  options  would  be  to  write  them 
sequentially.  Say  we  own  a  big  block 
of  Merck  and  every  three  months, 
when  a  new  series  opens— with  a  new 
exercise  date— I'll  sell  a  new  bundle  of 
them  and  roll  over  my  previous  ones. 
What  happens?  I  keep  getting  more 
money  to  buy  more  Merck. 

People  worry  that  options  might  di- 
vert money  from  regular  equity  in- 
vesting. Nonsense!  The  people  who 
buy  these  calls,  these  are  people  who 


Symons  crushers 

—  engineered  for  high  volume 

mineral  reduction 
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Symons  cone  crushers  deliver  huge  tonnages  of 
crushed  product  to  desired  specifications.  And 
they  give  you  more  tons  per  hour  at  lower  operating 
cost.  This  is  why  you'll  find  Symons  the  preferred 
cone  crusher  in  mining  operations  worldwide. 
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Rex  tabletop  chains  — engineered 
for  fast,  smooth  conveying  of 
cans,  bottles,  parts,  packages 


This  chain  permits  long,  smooth,  continuous  runs 
without  transfers.  Also  chains  that  turn  corners,  go 
up  and  down  inclines,  around  obstructions.  Elimi- 
nates need  for  costly  power  units,  turntables  and 
attendant  machinery. 
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never  in  the  world  would  have  bought 
a  share  of  Merck— a  hot  new  issue 
maybe,  or  A.H.  Robins— but  never 
Merck.  I  may  have  diverted  the  flow 
of  investment  capital  in  a  more  con- 
servative direction,  but  that's  all. 

There  are  other  ways  you  can  use 
options.  For  example,  convertible  se- 
curities carefully  managed  in  a  diffi- 
cult market  present  exceptional  op- 
portunities. Most  people  do  so  badly 
with  their  convertible  securities  it's  a 
crime,  but  if  you  do  your  homework, 
they're  a  wonderful  way  of  moderat- 
ing variable  returns.  The  only  prob- 
lem is,  Merck  doesn't  issue  converti- 
bles. With  options,  I  can  make  my 
own.  I  put  together  $100,000  of  com- 
mercial paper,  say,  or  Treasury  bills, 
which  is  my  fixed  component,  and  I 
buy  nine-month  calls  on  Merck.  Every 
once  in  a  while  I  roll  over  my  calls 
or  my  bills,  and  I  have  a  beautiful 
convertible  security.  The  trouble  with 
the  regular  ones  is  that  often  the  cou- 
pon isn't  very  good;  here  I  have  my 
6M%  Treasury  bill.  That's  better  than 
buying  a  Caterpillar  convertible  at 
5%%  or  someone  else's  at  4%%. 


Meanwhile,  my  floor  is  real:  Con- 
vertible floors  sometimes  get  a  little 
squishy  and  soft,  and  if  interest  rates 
rise,  they  collapse.  Treasury  bills 
don't  collapse  and  they  pay  better 
than  most  convertibles.  So  I've  made 
my  own  convertibles.  But  what  have 
I  really  done?  Gone  out  and  bought 
calls!  And  if  the  calls  expire  worth- 
less, there's  a  dam  good  chance  Merck 
is  now  selling  at  62  and  not  72— 
meaning  I'd  have  lost  more  money 
buying  the  stock  than  buying  the 
calls.  I've  still  got  my  Treasury  bills, 
but  I  was  protected  all  the  way- 
Merck  could  never  get  away  from  me 
on  the  upside,  and  it  was  stopped 
out  on  the  downside. 

But  what's  really  exciting  is  short- 
selling.  It's  perfectly  irrational  in  any 
economic  sense  to  say  that  being  long 
in  a  stock  is  safe  and  conservative 
and  that  being  short  is  imprudent, 
speculative  and  irresponsible.  If  I 
have  an  equity  portfolio  and  sell  part 
of  it  to  go  into  cash,  it's  exactly  the 
same  as  if  I  made  a  short  sale.  It  all 
depends  on  what  your  original  posi- 
tion was.  The  only  justified  criticism 


of  short  sales  is  that  you  can  lose 
more  than  100%.  So  now  I'll  make 
short  sales  and  buy  out-of-the-mon- 
ey  options  to  cover  my  position.  [Out- 
of-the-money  means  the  stock  is  sell- 
ing below  the  exercise  price  of  the 
option;  such  options  tend  to  be 
cheap.]  Now  I  can  only  lose  the  dif- 
ference between  the  price  of  the  short 
sale  and  the  strike  [exercise]  price  of 
the  option.  As  the  stock  moves  down, 
I  can  lock  in  my  profit  by  buying 
cheap,  out-of-the-money  call  op- 
tions at  each  price  interval.  And  if 
the  stock  goes  up,  of  course,  I  can  just 
sit  tight— no  beads  of  perspiration. 

Institutions  should  have  a  perfect 
right  to  short-selling  now  that  they 
can  buy  that  sort  of  protection,  and 
we  can  rewrite  the  book.  The  only 
rule  is,  don't  let  your  short  sales  ex- 
ceed your  option  position. 

You  approve  of  financial  institu- 
tions doing  short-selling? 

Murray:  I  do.  It  would  have  a 
healthy  impact  on  the  marketplace. 
It  would  help  redress  the  imbalance 
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Mathews  pallet  loaders 

—  engineered  to  speed 

palletizing  and  loading 
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This  work-saving  unit  removes  cartons  from  con- 
veyor lines,  stacks  them  uniformly,  positions  them 
on  a  pallet,  and  returns  loaded  pallets  to  conveyor 
...  all  automatically.  Capacities  from  30  to  120  car- 
tons per  minute. 

Rexnord 
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Rex  wastewater  treatment 

—  engineered  to  solve 

pollution  problems 


This  total  capability  in  industrial  wastewater  treat- 
ment includes  everything  from  problem  evaluation, 
treatment  recommendation  to  system  and  equip- 
ment design  and  installation  including  instrumenta- 
tion and  controls.  Backed  by  50  years  experience 

Envirex 

a  Rexnord  Company 


we  often  have  in  allocation  of  invest- 
ment funds  among  different  kinds  of 
securities. 

I'll  explain.  It's  January  1973,  and 
I'm  worried  about  the  level  of  the 
market— being  a  foresighted  kind  of 
fellow.  What  can  I  do?  I  can  sell  all 
the  stocks  that  I  own,  but  that's  all. 
I  can't  take  advantage  of  the  over- 
valuation. In  Avon,  for  instance,  all 
the  way  from  80  up  to  140,  there 
was  a  temporary  imbalance  of  buyers 
—there  were  almost  no  sellers.  Had 
I,  and  a  lot  of  other  worriers,  been 
free  to  be  short-sellers,  we  could  have 
supplied  so  much  downward  drag  .  .  . 
we  could  have  kept  that  stock  from 
going  beyond  115.  That's  not  a  lot 
in  light  of  what  happened  later,  but, 
in  the  aggregate,  if  we  can  moderate 
the  range  of  volatility  in  share  prices, 
stocks  become  intrinsically  more  val- 
uable because  they're  a  less  varia- 
ble asset.  The  market  as  an  allo- 
cator of  real  resources  is  now  more 
efficient. 

What  all  this  means  is  that  you 
can  now  enter  the  equity  market  with 
a  much  lower  risk  exposure  than  be- 


fore. And  that's  great,  because  if 
one  thing  is  perfectly  clear,  it's  that 
equity  capital  is  scarce.  Any  investor 
who's  looking  at  the  full  array  of  in- 
vestment vehicles,  from  government 
bonds  and  maximum  safety  all  the 
way  down  to  certain  uncertain  equi- 
ties, can  now  go  further  along  this 
risk  spectrum  by  using  options. 

Then  why  are  institutions  still  do- 
ing less  than  10%  of  the  business  on 
the  CBOE? 

Murray:  Except  for  a  certain  amount 
of  inertia,  it's  basically  because  of  the 
Internal  Revenue  Service.  The  IRS 
says  the  income  from  an  option  pre- 
mium is  not  investment  income,  but 
business  income.  So  this  is  still  an  ob- 
stacle for  educational  endowments, 
foundations,  pension  funds  and  other 
nonprofit,  tax-free  entities,  even 
though  they'd  be  ideal  participants. 
Likewise,  mutual  funds  must  have  at 
least  90%  of  their  income  from  in- 
vestments—not options— to  qualify  for 
the  pass-through  exemptions.  The  IRS 
insists  that  Congress  has  defined  what 


investment  income  is,  and  it's  inter- 
est, dividends,  rents  and  royalties— not 
income  from  option-writing.  And  they 
give  you  that  nice  smile  and  say, 
"Sorry,  if  Congress  didn't  say  op- 
tion premiums,  they  didn't  mean  op- 
tion premiums." 

So  you  should  write  a  letter  to  your 
congressman. 

Murray:  That's  right.  Of  course,  the 
congressman  never  heard  of  it  or 
thought  about  it.  That  amendment- 
it's  drawn  up— has  just  been  sitting 
there.  No  one  objects  to  it,  but  try 
to  get  just  one  amendment  through 
the  legislative  process.  You  get  the 
Christmas  tree  phenomenon:  Every- 
one wants  to  add  something  to  it,  and 
then  the  objections  start. 

Not  having  real  participation  from 
the  institutional  sector  in  options  is 
terrible!  They're  ideal  equity  inves- 
tors: long  time  horizons,  they  can  wait 
almost  anything  out.  At  the  same  time, 
they're  operating  at  very  high  levels 
of  fixed  costs.  Variable  returns  in  the 
short   run   are   troublesome   for  them 


Racine  hydraulic  power  units 

—  engineered  to  specific 

application  demands 


Racine  compact  power  units  reflect  the  ultimate  in 
hydraulic  technology.  Built  to  highest  standards 
from  job-rrTatched  components  in  one  of  the  coun- 
try's largest  and  most  modern  facilities  devoted 
entirely  to  the  manufacture  of  fluid  power  products. 
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Learn  more  about  Rexnord 
problem-solving.  Write  us 


"N 


Our  corporate 
brochure  and  annual 
report  detail  the  many 
ways  that  Rexnord 
might  be  of  help  to  you. 
Just  fill  out  coupon 
below  and  mail  to 
W.  C.  Messinger, 
Chairman, 
Rexnord  Inc.,  P.  O. 
Box  2022,  Milwaukee, 
Wisconsin  53201. 
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We  reach  the  Chiefs! 


(Its  the  big  feather 
in  our  cap.) 


Decisions  are  hard  to  come  by  without  the  Chief.  His 
braves  may  be  courageous  but  they're  not  foolish.  There's 
not  much  action  until  he  gives  the  nod.  Just  like  big  business. 
It's  the  man  at  the  top  who  sets  the  style  and  the  pace,  who 
makes  the  big  decisions. 

If  you  want  to  sell  something  to  American  business 
you've  got  to  reach  the  corporate  chiefs.  The  men  at  the  top. 
And  the  men  close  to  them.  You  can.  With  great  efficiency 
because  there  aren't  that  many  of  them.  Consider  that  just 
1,500  companies  pay  90%  of  all  corporate  taxes. 

FORBES  is  read  regularly  by  more  corporate  officers  in 
America's  biggest  companies  than  any  other  magazine.  For 
over  eight  years  the  findings  of  the  independent  research 
firm  of  Erdos  and  Morgan,  Inc.  has  proven  this  to  be  fact. 
Their  1974  study  includes  responses  from  3,734  corporate 
officers  in  1,300  top  corporations.  79'/  said  they  read  at 
least  3  out  of  4  issues  of  FORBES  regularly.  The  next  closest 
magazine  was  Business  Week  with  61'/? . 

No  matter  how  you  measure  top  management 


readership  in  the  nation's  largest  industrials,  the  results  are 
the  same.  A  special  tabulation  of  the  Opinion  Research 
Corporation's  ten  latest  Executive  Caravan  Studies 
(including  the  April,  1975  quarterly  wave)  showed  that  more 
officers  in  the  headquarters  of  the  500  largest  industrial 
companies  read  FORBES  regularly  than  any  other  magazine. 

So  if  you  need  to  reach  top  management,  if  you  need  to 
get  corporate  action  now  (and  who  doesn't  in  tough 
competitive  times?)  tell  your  story  through  FORBES. 

That's  what  more  and  more  advertisers  are  doing.  And 
that's  why  FORBES  was  the  only  major  business  or  news 
magazine  to  be  up  in  total  advertising  pages  for  the  first  half 
of  1975.  FORBES  up  seven  pages.  Fortune  down  108. 
Business  Week  down  128.  U.S.  News  down  183.  Time  down 
261.  Newsweek  down  292. 

Make  things  happen.  Reach  the  chiefs  through 
Forbes.  It  could  put  more  wampum  on  your  bottom  line. 

FORBES:  CAPITALIST  TOOL 
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and  options  could  help  moderate 
these  ups  and  downs. 

When  the  market  is  the  way  it  was 
last  fall,  I  don't  dare  to  miss  an  in- 
vestment committee  meeting  or  leave 
early  for  fear  that  someone's  likely  to 
sell  out  that  portfolio.  So  just  think 
what  a  mechanism  like  this  could 
mean  for  them.  But  right  now  I  won't 
let  anyone  write  options  until  the  tax 
situation  is  clear.  Some  institutions  do 
it,  on  a  limited  basis,  but  they  think 
of  it  in  terms  of  a  program.  I'm  talk- 
ing about  integrating  options  into 
portfolio  management. 

Basically,  there's  no  reason  it  can't 
happen  quite  naturally.  As  the  mar- 
ket grows,  it  will  get  more  liquid, 
deeper.  .  .  . 

And  at  the  same  time,  it  will  get 
harder  and  harder  to  make  money  by 
spreading,  the  way  the  traders  do. 

Murray:  Yes.  The  market  will  get 
more  and  more  efficient,  until  it  stops 
growing  of  its  own  accord.  At  some 
degree  of  participation  the  returns 
will  go  down  to  an  uninteresting  level 
—although  those  participants  operating 
inside,  the  members  who  aren't  pay- 
ing commissions  to  brokerages,  would 
still  have  room  to  make  a  profit. 

At  the  moment,  there's  no  reason 
why  a  small  investor  shouldn't  do 
spreading,  assuming  he  has  a  quali- 
fied, professional  guy  managing  his 
account.  And  he  has  got  to  work  out 
his  tax  situations  and  so  forth.  How- 
ever, I'm  not  really  enamored  of  the 
profit  potential,  because  the  individ- 
ual paying  the  standard  commissions 
is  going  to  have  a  tough  time  com- 
peting with  those  guys  on  the  floor. 

In  the  2?2  years  since  the  opening 
of  the  CBOE  this  market  has  become 
a  lot  more  efficient.  In  the  beginning, 
the  premiums  were  so  high  you  could 
just  have  a  field  day  selling  as  many 
as  people  would  buy. 

Apparently  on  the  Amex  that  set- 
tling down  still  hasn't  come.  Some- 
one on  the  trading  floor  the  other  day 
mentioned  that  he  could  still  find 
prices  that  were  "way  out  of  whack." 

Murray:  I  would  say  that's  true.  But 
it's  not  just  a  question  of  time:  It's  al- 
so the  CBOE's  marketmaker  system. 
The  Amex  "uses  the  specialist  system. 
Instead  of  just  one  specialist  for  the 
options  in  each  stock,  the  CBOE 
has  competing  marketmakers.  In  order 
to  keep  that  privilege  they  must  per- 
form under  continuous  surveillance. 
We    on    the    board    keep    watching 


them,  and  of  course  the  people  who're 
trading  keep  watching  them,  and 
those  traders   are   glad  to  complain. 

But  the  specialist  has  no  competi- 
tion; he's  got  to  be  much  worse  to 
get  thrown  out.  If  you  have  eight 
guys  and  one  of  them  turns  out  to  be 
a  loser,  there  are  still  seven  left,  and 
everybody's  just  waiting  for  a  chance 
to  fill  the  opening. 

Aside  from  that,  the  advantage  to 
the  CBOE  system  is  that  these  eight 
all  have  different  outlooks:  One  guy's 
long  and  the  others  are  short  and 
they  all  make  different  bids  and  offers. 

You  know,  that's  the  exciting  thing 
about  this  market.  We  weren't  locked 
in  to  the  way  things  were  done  before. 

So  if,  say,  you  were  a  key  special- 
ist on  the  New  York  Stock  Exchange, 
and  were  just  waiting  for  the  new 
competitive  system  to  fail,  you'd  have 
been  delighted  to  see  us  try  it  out  on 
the  CBOE  with  all  these  new,  inex- 
perienced people.  It's  a  rigorous  test. 
And  we've  passed. 

What  about  dishonesty?  A  big  bro- 
ker on  the  NYSE  phones  up  his  op- 
tions desk  in  Chicago  and  says,  "We're 
moving  a  big  block  of  XYZ  soon.  Go 
after  the  options.  .  .  ." 

Murray:  Yes,  it's  probably  going 
on  in  a  small  way,  but  nothing  big 
enough  to  attract  people's  attention. 
Let's  face  it:  In  The  Street  confiden- 
tiality is  a  terribly  scarce  commodity. 
Given  the  range  of  leakages  all 
through  the  system,  the  only  effective 
policing  is  the  guys  on  the  floor.  And 
it  is  effective. 

The  real  problem  is  policing  the 
salesmen.  What  do  you  do  with  that 
guy  out  in  Salt  Lake  City  who  has 
taken  an  exam  and  qualified  as  a  "reg- 
istered options  principal"?  How  do 
you  control  what  he  says  to  that  nice 
old  lady  who  walks  in?  You  can  send 
out  circulars  and  hold  seminars  and 
all,  but  when  that  guy  has  made  up 
his  mind  he's  going  to  make  a  sale, 
there's  nothing  you  can  do. 

And  you  only  find  out  when  the 
little  old  lady  sends  in  a  letter? 

Murray:  Yes,  she  writes  in  saying 
the  man  told  me  I  couldn't  possibly 
lose  money  if  I  bought  options  in 
American  Telephone.  "I  didn't  under- 
stand that  I  could  pay  six  for  a  call 
that  expired  without  value,"  she  says. 
"And  that  was  the  money  that  I 
planned  to  use  to  buy,  uh.  .  .  ." 

Avon  Products,  maybe,  at  140?  ■ 
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British  Isles."  Its 
182  pages  include 
143  illustrations  of  which  24  are  in  full 
color.  Detailed  biographies  of  the 
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reproduction  cards  of  very  distinctive 
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Collection.  Each  card  is  inscribed  "Best 
Wishes  for  a  Happy  Holiday  Season" 
with  appropriate  indication  of  artist 
and  collection  references.  These  unique 
cards  are  packaged  in  quantities  of  ten, 
including  envelopes. 
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Option  Trading  Comes  Of  Age 


Option  trading  has  helped  save  Wall  Street. 
What  does  it— and  what  can  it— do  for  investors? 


If  you  want  to  know  why  the  big 
brokerage  houses  are  doing  so  well 
this  year  the  answer  is:  It's  not  sim- 
ply the  active  Big  Board  trading  vol- 
ume. There  is  also  the  Chicago  Board 
Options  Exchange.  There  are  no  firm 
figures,  but  it  is  a  safe  bet  that  op- 
tion trading  will  produce  close  to  $200 
million  in  brokerage  commissions  this 
year.  Kenneth  Dolan,  a  gung  ho  32- 
year-old  who  runs  Smith  Barney's 
fledgling  options  department,  esti- 
mates that  many  wirehouses  are  cur- 
rently making  15%  or  20%  of  their 
operating  income  from  options  com- 
missions. "Especially  so,"  he  says, 
"since  the  advent  of  negotiated  com- 
missions on  May  1."  The  addition  of 
options  departments  adds  only  mar- 
ginally to  overhead.  A  major  part  of 
the  gross  comes  right  down  to  the 
bottom  line. 

A  Came  For  Whom? 

Roger  Murray  (see  p.  74)  thinks 
that  options  trading  can  be  an  im- 
mensely useful  investment  tool.  At  the 
moment,  however,  it  is  essentially  a 
speculative  tool  because  tax  rulings 
discourage  institutional  participation. 

The  Joy  Of  Options 

There  are  three  basic  ways  to  play 
the  options  market: 

Writing.  The  simplest  way  of  all  is 
icriting  an  option  on  100  shares  of 
stock  that  you  own.  You  are  selling 
the  right  to  buy  those  100  shares  at 
a  given  price,  the  "strike"  price,  at 
any  time  the  buyer  chooses  until  the 
expiration  date  of  the  option.  For  that 
right  he  will  pay  ^you  a  price  based 
on  the  current  price  of  the  stock  and 
the  length  of  time  until  the  expira- 
tion. (The  longer  the  time,  of  course, 
the  more  chance  the  stock  has  of  go- 
ing up  during  that  period,  and  thus 
the  higher  the  price.)  Basically,  the 
option  is  the  sum  of  two  values— its 
cash  conversion  value  (zero  if  the 
strike  price  is  above  the  current 
price)  plus  the  premium,  that  is,  the 
value  that  people  put  on  the  possi- 
bility or  the  hope  that  the  stock's 
price  will  rise. 

For  example,  you  hold  100  shares 
of  Forbes  Machine  Tools,  now  selling 
at  31,  and  sell  an  April  35  option  on 
them  (expiring  next  April,  and  at  a 
strike  price  of  35)  for  2%  points  ($250). 
If  FMT  stays  below  35,  you  make  a 


As  things  stand,  institutions  are  doing 
only  about  10%  of  the  trading.  The 
rest  is  divided  fairly  evenly  between 
the  general  public  and  professional 
traders.  The  public  tends  simply  to 
buy  options.  The  traders  prefer  to 
trade  on  "spreads"  between  the  prices 
of  different  options  on  the  same  stock. 
The  professional  traders  have  another 
advantage:  If  they  are  CBOE  mem- 
bers, they  need  not  pay  commissions, 
which  would  quickly  eat  up  capital 
for  an  active  nonmember  trader. 

What  does  make  it  a  game  for  in- 
dividuals—with careful  maneuvering— 
is  the  tax  benefits.  Options  can  be 
used  to  shift  the  timing  of  income  or 
capital  gains  or  losses  from  one  tax 
period  to  another.  Even  better,  pre- 
miums from  writing  options  may 
sometimes  be  capital  gains,  not  in- 
come. The  possibilities  are  enormous. 

The  CBOE's  trading  floor,  suspend- 
ed over  the  Board  of  Trade's  formerly 
high-roofed  trading  area,  looks  like  a 
huge  high  school  gymnasium,  and 
most  people  who  fill  it  only  strengthen 
that  impression.  Neckties  are  a  posi- 
tive oddity,  and  the  members  mostly 
look  to  be  about  25;  the  clerks  and 


runners,  20  years  old.  This  is  a  busi- 
ness where  sheer  physical  stamina  is 
a  major  requirement.  (Reports  have 
it  that  arbitrage  between  New  York 
and  Chicago  goes  on  in  dope  as  well 
as  in  stocks  and  options. ) 

"It's  not  the  money;  it's  the  excite- 
ment of  it,"  says  Marty  Butler,  a  curly- 
haired  28-year-old  from  Brooklyn 
who  drove  a  taxi  last  year  after  he 
left  Abraham  &  Co.'s  convertible  bond 
hedge  fund.  The  traders  include  many 
refugees  from  Wall  Street  like  Butler, 
but  an  astonishing  percentage  have 
Ph.Ds  in  finance  or  mathematics,  and 
there  is  even  a  pharmacist.  Any  self- 
respecting  brokerage  options  depart- 
ment has  its  own  computer  program 
and  buys  the  consulting  services  of 
a  math  professor  or  two. 

The  computers  can  list  spreads 
with  probable  profits  and  losses  when 
the  underlying  stock  moves  up  or 
down  10%,  or  whatever  other  informa- 
tion along  those  lines  the  programmer 
cares  to  know.  This  is  paper-and- 
pencil  stuff  that  an  individual  could 
do  for  himself  if  he  had  the  time.  The 
computers  also  can  determine  whether 
an  option  is  over-  ,  under-  or  correctly 


clear  $250  (minus  commissions),  plus 
or  minus  an  unrealized  profit  or  loss 
on  the  stock.  If  FMT  goes  above 
35,  you'll  have  to  buy  back  the  op- 
tion (to  avoid  selling  the  stock),  but 
by  April  the  premium,  or  time  value, 
of  the  option  will  have  wasted  away. 
Thus,  what  you  pay  to  buy  the  op- 
tion back  will  be  close  to  the  cash  val- 
ue of  the  option— or  less,  relative  to 
the  new  price  of  the  stock,  than  what 
you  received  for  it.  That  is,  if  the 
stock  sells  for  37  near  expiration,  the 
option  will  still  only  be  worth  about 
$200.  All  you  forfeit  is  the  stock's 
appreciation  above  35. 

Writing  an  option  "naked"  (i.e., 
without  owning  the  stock)  is  tanta- 
mount to  selling  stock  short,  and 
you  must  put  up  margin  (or  you  can 
buy  another  option  on  the  same  stock 
and  thus  limit  your  risk  very  cheaply) . 

Buying.  Buying  an  option  is  a  cheap, 
leveraged  way  to  make  a  profit  if 
you're  sure  the  underlying  stock  will 
rise.  If  you're  wrong,  you  can  lose  ev- 
erything you  put  in,  but  never  more. 

For  example,  you  buy  instead  of  sell 
the  April  35  option  on  Forbes   Ma- 


chine Tools.  By  the  middle  of  April 
FMT  is  selling  for  45,  and  your  op- 
tion is  now  worth  10.  You  sell  it  for 
a  clear  profit  of  300%  (minus  com- 
missions). On  the  other  hand,  even  if 
Forbes  Machine  Tools  falls  to  20,  you 
can't  lose  more  than  the  $250  you 
paid  for  the  option.  (Think  of  the 
results   if   you'd   bought   the   stock!) 

Spreading.  Much  less  risky  than  buy- 
ing, but  considerably  more  complicat- 
ed, is  spreading.  This  involves  buying 
and  selling  two  or  more  different  op- 
tions on  the  same  stock.  There  are 
vertical  spreads— two  or  more  options 
maturing  at  the  same  date,  but  with 
different  strike  prices.  And  horizontal 
spreads— same  strike  price,  but  differ- 
ent maturity  dates.  Or  a  combina- 
tion of  both— butterfly  spreads.  A  high- 
strike-price  option  is  generally  less  vol- 
atile than  a  low-strike-price  one.  Like- 
wise, a  near  (close  to  maturity)  op- 
tion is  more  volatile  than  a  far  one. 
When  the  different  options  get  out  of 
normal  relationship,  the  "spread"  play- 
er steps  in,  buying  one,  selling  the 
other  short.  In  essence,  it's  a  busi- 
ness,  but  a  nerve-racking  business. 
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valued— based  on  past  history.  This 
kind  of  analysis  depends  on  the  future 
behaving  like  the  past.  As  more  and 
more  people  reach  this  level  of  so- 
phistication, though,  it  will  become 
harder  and  harder  to  find  an  option 
above  or  below  its  theoretical  true 
value.  In  short,  the  options  market 
should  become  a  "perfect"  market. 

As  far  as  the  Securities  &  Exchange 
Commission  is  concerned,  the  CBOE 
is  "still  a  pilot  project"— one  that's 
being  heavily  monitored.  "We  watch 
them  far  more  carefully  than  we'd 
watch  an  exchange  selling  a  normal 
product,"  says  Daniel  Piliero  of  the 
SEC's  market  regulation  division.  "But 
there's  no  sign  of  any  serious  prob- 
lems to  date.  In  fact,  on  customer  com- 
plaints they're  better  than  the  other 
exchanges— and  they  pay  more  atten- 
tion to  them." 

President  of  the  Chicago  Board  Op- 
tions Exchange  is  Joseph  W.  Sullivan, 
37,  who  once  covered  Capitol  Hill  for 
The  Wall  Street  Journal.  Sullivan  real- 
izes   that    his    promising   business    is 
very  much  on  probation  as  far  as  the 
regulators    are    concerned,    and    he 
says:  "We're  being  very  careful.  We're      About  3,000  people  crowd  onto  the 
watching  for   any  impacts  on   other      CBOE's  makeshift  trading  floor  every 
markets.  In  being  careful,  we're  not      day.  There  can't  be  many  more, 
just  protecting   investors,   we're   also      or  it  might  fall  through, 
protecting  our  own  business."  


The  American  Stock  Exchange, 
meanwhile,  recognized  a  good  thing 
when  it  saw  one,  and  has  been  trad- 
ing in  options  since  this  Jan.  15.  Op- 
tions currently  account  for  almost 
half  of  the  Amex'  volume  and  may 
well  help  to  keep  it  alive  now  that  a 
merger  with  the  New  York  Stock  Ex- 
change has  been  called  "off.  So  far, 
the  Amex  trades  in  options  on  only 
40  underlying  stocks,  compared  with 
the  CBOE's  67  (it  expects  to  have 
100  by  early  1976).  Each  exchange 
has  its  own,  separate  roster.  But  in- 
dications are  that  within  a  year  the 
various  exchanges  will  basically  have 
one  roster.  The  next  big  step  will  be 
the  addition  of  "puts"  (options  to  sell) . 

Also  jumping  on  the  bandwagon 
are  the  Pacific  (to  start  in  Jan- 
uary), Philadelphia-Baltimore- Wash- 
ington (since  June  27,  ten  stocks)  and 
Montreal  (this  Sept.  15  with  15 
stocks)  exchanges.  A  London  group 
recently  visited  Chicago  to  check 
things  out. 

The  market  for  options,  as  for  any- 
thing else,  will  eventually  become 
saturated.  Once  the  glitter  wears  off, 
options,  too,  will  be  seen  for  what 
they  are:  a  sound  enough  game  for 
the  well-informed  and  wary;  a  handy 
place  to  be  fleeced  for  those  who 
merely  want  to  gamble.   ■ 


SMELLING 
IS  BELIEVING. 


The  smell  of  paint  is  something 
you'd  associate  with  us. 

The  smell  of  perfume,  no. 
But  the  fact  is,  we  supply 
chemicals  that  put  perfume  on  the 
right  scent. 

There's  the  sweet  smell  of  success 
in  lots  of  things  we  do.  For  instance,  were  the  world s  biggest  producer 
of  imitation  grape  flavorings  that  soft  drink  manufacturers  use.  And 
were  taking  the  heat  off  manufacturers  with  our  energy-saving  coatings. 
Not  to  mention  being  a  leading  retailer.  SHEP 

Seems  you  can  always  smell  a  winner,    [[[TUft 


!        10/3  Thv  Sherwm- Williams  Company 
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Faces  Behind  the  Figures 


A  Man  Who  .  .  .  ? 

'I'm  m  \\  in  this  picture  may  be  the 
next  president  of  Argentina.  That  may 
not  sound  like  a  very  desirable  job, 
but  it  dor-  offer  a  crack  at  a  place 
in  history.  He  will  have  to  be  a  mira- 
cle worker,  but  Antonio  Cafiero  has 
already  pulled  off  a  small  miracle. 

In  a  whirlwind  trip  to  the  U.S.  last 
month,  Cafiero  staved  off  immediate 
insolvency  for  Argentina.  He  did  so 
by  negotiating  a  package  of  $820  mil- 
lion in  new  loans,  including  $150  mil- 
lion from  three  major  banks:  Citibank, 
Morgan  and  Chase  Manhattan.  Oth- 
er lenders  were  Chemical  Bank,  the 
International  Monetary  Fund,  Vene- 
zuela and  the  InterAmerican  Devel- 
opment Bank. 

On  his  borrowing  mission,  Cafiero 
was  flanked  by  a  burly,  open-shirted 
labor  leader  and  a  uniformed  gen- 
eral—a guarantee  of  sorts  that  the 
two  main  power  groups  in  his  trou- 
bled country  were  behind  him. 

Cafiero,  53,  is  an  economist,  but  he 
is  more  than  a  mere  technician.  He 
won  his  political  spurs  as  finance 
minister  for  Juan  Peron  in  the  Fif- 
ties. When  Peron  returned  two  years 
ago,  he  gave  Cafiero  the  messy  job 
of   putting   down   the   leftist   guerril- 


las   in    Argentina's    largest    province. 

A  pure  technician  might  approach 
Argentina's  horrendous  (240%)  infla- 
tion rate  with  the  standard  panaceas 
of  tight  money  and  wage  restraint; 
only  they  haven't  worked  in  Argen- 
tina. As  a  practical  politician,  Cafiero 
isn't  trying  to  lick  inflation,  just  live 
with  it.  "Previous  ministers,"  he  told 
Forbes,  "promised  to  cure  all  our  eco- 
nomic ills  overnight,  and  took  drastic 
steps  that  backfired.  I  have  no  such 
magic  solutions  in  my  pocket." 

Borrowing  an  idea  from  the  neigh- 
boring Brazilians,  he  has  initiated  a 
crawling  peg  exchange  rate  for  the 
peso  to  facilitate  exports.  Now  the 
peso  is  devalued  regularly  in  predict- 
able small  amounts.  Again  from  Bra- 
zil, the  idea  of  "monetary  correc- 
tion": Argentine  bonds  now  pay  in- 
flation plus  a  positive  rate  of  interest, 
which  could  stimulate  savings. 

Where  predecessors  expanded  the 
government  payroll  to  25%  of  the 
work  force  to  sop  up  unemployment, 
Cafiero  now  says  "there  is  a  freeze  on 
public  hiring."  To  reduce  Argentina's 
current  6%  unemployment,  intolerable 
by  local  standards,  he  plans  to  sub- 
sidize private  industry,  especially  the 
exporting  sectors. 

So  Antonio  Cafiero  is  the  man  to 


Cafiero  of  Argentina 


watch  in  potentially  rich,  but  chronic- 
ally sick,  Argentina.  The  Army  doesn't 
want  to  take  power;  it  was  burned 
last  time  it  did.  President  Isabel  Pe- 
ron clearly  isn't  capable  of  handling 
power;  she  will  take  a  six-week  rest 
cure.  Says  a  banker  who  knows  the 
country  well:  "Cafiero  is  the  closest 
thing  to  Peron  that  Argentina  has  to- 
day. If  the  people  won't  listen  to  him, 
they  won't  listen  to  anybody."  ■ 


Detente  Stops  At  Water's  Edge 


Tim  Bolton  is  worried.  The  54-year- 
old  head  of  the  General  Council  of 
British  Shipping  sits  in  an  office  hard 
by  London's  Baltic  exchange,  the 
world  marketplace  for  shipping  con- 
tracts, and  talks  about  the  Soviet  men- 
ace to  the  shipping  fleets  of  Western 
nations.  The  menace?  Cut  rates. 

The  Russians  have  expanded  their 
fleet  200%,  from  4.5  million  gross  tons 


Bolton  of  General  Council 
of  British  Shipping 


in  1964  to  13.5  million  today  and  are 
currently  bedeviling  the  world's  liner 
trade  by  undercutting  rates  by  as 
much  as  50%,  and  by  an  average  of 
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20%  to  30%.  The  merchandise  trade, 
not  the  bulk  or  tanker  trade,  is  the 
most  affected. 

Bolton,  a  normally  jovial  man  who 
leads  a  full  business  life  heading 
his  family  firm,  Bolton  Steam  Ship- 
ping Co.,  as  well  as  Britain's  Mari- 
time Trade  Association,  frowns.  "We 
welcome  competition,"  he  says,  "but 
this  is  unfair  competition."  Why 
unfair?  Because,  says  Bolton,  "the 
Russians  do  not  share  our  Western 
concepts  of  profit.  They  are  build- 
ing up  their  fleet  to  gain  political  in- 
fluence and  to  collect  hard  currency. 
Western  shippers  who  must  make  a 
profit  can't  hope  to  match  their  rates." 
He  adds,  "This  could  cut  the  British 
fleet  in  half." 

And  it  isn't  only  Britain  that  is  hurt. 
Bicycles,  television  sets  and  calcula- 
tors reaching  the  U.S.  West  Coast 
from  Japan  often  come  in  Russian 
ships.  Congress  has  bills  that  would 
require  fleets  to  convince  our  mari- 
time authorities  that  their  prices  at 
least  cover  costs.  The  obvious  prob- 
lem: How  to  determine  what  are  the 
costs  in  a  Communist  country  that 
doesn't  keep  books  anything  like  the 
way  you  do.   ■ 
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The  Pause 
That  Refreshes 

Though  most  Texans  are  too  proud 
to  admit  it,  even  Houston  has  been 
touched  by  recession.  And  that's  al- 
most enough  to  bring  a  smile  to  the 
lips  of  stem-faced  John  G.  Reese,  65, 
chairman  and  chief  executive  of 
Houston  Lighting  &  Power  ( $487  mil- 
lion in  1974  revenues).  Thanks  to  a 
slight  dip  in  the  growth  of  local  elec- 
tricity demand— from  10%  to  about  5% 
—Reese  was  able  to  defer  "indefinite- 
ly" the  construction  of  a  $1.5-billion, 
2,400-megawatt  nuclear  plant  and 
one  coal-fired  generating  unit. 

"Growth  is  not  really  a  boon  in  our 
business,"  Reese  observes. 

Senior  vice  president  of  finance  un- 
til his  predecessor,  Carl  B.  Sherman, 
died  suddenly  last  November,  Reese 
is  concerned  about  the  utility's  debt- 
heavy  (57%)  balance  sheet.  "Any- 
body would  be  by  now,"  he  says. 

While  Houston  Lighting's  $69  mil- 
lion in  earnings  last  year— or  13%  on 


equity— are  respectable,  soaring  costs  of 
.debt  service  and  construction  are 
threatening  to  get  out  of  hand— as  has 
already  happened  at  other  utilities 
like  Consolidated  Edison  and  Savan- 
nah Electric  &  Power. 

Thanks  to  the  deferral,  Reese  was 
able  to  cut  his  projected  1976  capital 
spending  20%,  from  $390  million  to 
$316  million.  Even  so,  he  has  had  to 
sell  2  million  shares  of  new  common 
stocks  at  just  80%  of  book  value.  "We 
have  no  other  choice,"  he  says. 

Like  other  utility  chairmen,  he 
complains  that  local  utility  commis- 
sions have  been  sitting  on  rate  increase 
requests  while  costs  mount  daily. 

But  what  disturbs  Reese  most  is 
that  there  is  no  longer  any  way  to 
squeeze  better  performance  out  of 
new  plants.  "We've  reached  the  point 
where  you  can't  benefit  from  econo- 
mies of  scale  any  more,"  he  explains. 
"The  bigger  your  plants  are,  the  more 
you're  losing  whenever  one  of  them 
is  down.  And  those  monsters  require 
an  enormous  investment." 


Reese  of  Houston  L&P 


So  while  the  recession  may  have 
given  Houston  Lighting  breathing 
space,  to  Reese  it's  only  a  moment's 
rest  in  a  deteriorating  situation.   ■ 


Luxuries 

For  The  Masses 


Retailer  Tanjeloff 


"Don't  know  the  risks!"  advises  port- 
ly Julio  Tanjeloff,  demolishing  con- 
ventional corporate  wisdom  in  his 
thick  Spanish  accent.  By  rushing  in 
where  Harvard  MBAs  learn  not  to 
tread,  the  Argentine-born  Tanjeloff, 
58,  has  amassed  a  huge  personal  for- 
tune as  well  as  800,000  acres  (in- 
cluding ranches  and  mines)  in  Argen- 
tina and  a  reputation  as  one  of  New 
York  City's  most  innovative  retailers. 
.  "No  shareholders,  no  partners,  no 
banks,"  grins  Tanjeloff:  People  like 
that  are  always  thinking  about  the 
risks.  For  the  past  few  years,  Tanjeloff 
has  been  attracting  New  Yorkers  with 
advertisements  for  his  Astro  Minerals, 
which  sells  jewelry  and  natural  and 
carved  mineral  crystals.  Now  he's 
branching  out  all  over  the  place:  He 
has  bought  the  posh  but  unprofitable 
Manhattan  fine  silver  and  gift  store, 
Georg  Jensen,  and  its  five  branches; 
Fifth  Avenue's  Rosenthal  Studio- 
Haus,  the  contemporary  china  and 
porcelain  shop;  and  most  recently, 
the  flagship  Manhattan  store  of  the 
once-famed  S.  Klein  chain  after  it  was 
wrecked  by  Meshulam  Riklis. 

What  makes  Tanjeloff  think  he  can 
prosper  where  others  perished?  Basi- 
cally, he  has  confidence  in  himself  and 
his  taste.  "To  be  able  to  sell,"  he  says, 
"you  must  be  able  to  buy.  You  must 
be  ahead  of  the  public." 

For  example,  at  Georg  Jensen, 
which  ran  downhill  under  a  series  of 


absentee  owners,  including  Riklis  at 
one  point,  he  is  beginning  to  stock 
colored  crystal  and  glassware.  "Not 
just  to  serve  vegetables  in.  To  deco- 
rate. To  set  a  new  trend.  Like  Art 
Nouveau  in  the  Twenties." 

Behind  Tanjeloff's  concentration  on 
the  small  luxuries  lies  a  shrewd  evalu- 
ation of  the  present  economy:  "Peo- 
ple still  have  money  to  spend,  but 
they  are  not  buying  houses,  cars.  In- 
stead of  buying  big  things  that  last, 
they  will  buy  small  things  that  last." 

So  convinced  is  he  that  people  are 
ready  to  splurge  on  glassware  that  he 
bought  a  whole  plant:  Sweden's  AB 
Strombergshyttan  crystal  factory. 
"When  you  buy  most  of  the  output 
of  a  factory,"  he  shrugs,  "you  might 
as  well  buy  the  factory." 

When  he  reopens  the  S.  Klein 
store,  it  will  be  very  different  from  the 
hodge-podge  Riklis  closed.  Tanjeloff 
will  buy  abroad  on  a  huge  scale, 
selling  high-quality  goods  at  lower 
prices  than  the  stores  that  buy  in 
limited  quantities  and  frequently 
through  a  middleman. 

Like  the  late  Charles  Revson,  with 
whom  he  shares  a  flair,  Tanjeloff  pays 
close  attention  to  his  advertising.  Un- 
like most  newspaper  ads  which  pro- 
mote a  sale  item  or  two,  Tanjeloff 
sells  value,  not  things,  with  carefully 
written  copy  extolling  the  traditional 
quality  his  stores  stand  for.  "It  is,"  he 
says,  "a  reflection— yes,  of  myself."  ■ 
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Faces  Behind  the  Figures 


On  The  Road  To  Teheran 


'Ti>  say  it's  the  only  hope  Mississippi 
has  to  catch  up,"  says  Magnolia  State 
Governor  William  (Bill)  Waller. 

If  U.S.  capital  won't  come  to  one 
of  the  poorest  states  in  the  Union, 
then  Mississippi  must  try  its  southern 
charm  elsewhere,  he  goes  on.  So,  this 
summer  Waller  packed  his  bags  and 
headed  for  Kuwait,  Iran,  Iraq  and 
Saudi  Arabia.  By  the  time  he  got 
back  to  the  capital  at  Jackson,  sales- 
man Waller  had  written  $200  million 
worth  of  orders  for  the  fruits  of  Mis- 
sissippi—mostly rice,  beef  and  prefab- 
ricated  buildings. 

But  that's  just  for  openers.  Like  the 
head  of  any  developing  country,  Wal- 
ler wants  to  export  finished  goods— not 
commodities.  "The  value  of  our  ag- 
ricultural commodities  is  something 
in  excess  of  $2  billion,"  he  explains. 
"As  finished  products,  they  would  be 
worth  approximately  $8  billion.  So 
we  lose  75%  of  the  value  by  exporting 
at  the  level  of  harvest  rather  than  at 
the  level  of  packaging." 

That's  where  he  hopes  Mideast  oil 
money  will  come  in.  Countries  like 
Kuwait,    he    claims,    are   out   looking 


Governor  Waller 


for  investment  opportunities  that  will 
guarantee  supplies  of  food,  clothing 
and  building  materials.  Why  not  joint 
ventures  with  U.S.  companies  in  Mis- 
sissippi? While  Waller  won't  offer  tax 
incentives  (he  can't  afford  to),  he  will 
send  a  farm  manager  to  Kuwait  to 
run  a  poultry  operation  and  a  team 
of  Mississippi  State  experts  to  develop 
a  school  lunch  program  in  Iran. 

The  Arabs  seem  interested.  In  Au- 
gust Kuwaiti  finance  minister  Abdul 
Rahman  Atiqi  dropped  by  for  a  re- 
turn visit  with  Waller.  While  no  mon- 


ey changed  hands  for  the  rice  mills, 
pulp  and  paper  plants  and  furniture 
factories  Waller  dreams  of,  he  is  flush 
with  enthusiasm:  "It's  a  hand-in-glove 
matching  profile,"  he  says. 

Unfortunately,  Waller  probably 
won't  be  in  the  Governor's  mansion 
when  those  petrodollars  start  to  flow 
to  Mississippi.  His  term  ends  in  Jan- 
uary, and  by  state  law  he  cannot  suc- 
ceed himself.  But  his  Mideast  carpet- 
bagging  does  make  him  the  Demo- 
crat most  likely  to  run  against  Senator 
John  Stennis  next  year.  ■ 


Weil-Timed  Stunt 

Having  captured  millions  of  dollars 
in  free  TV  time  with  what  may  well 
be  the  best  press  agent  stunt  of  the 
year— an  offer  to  let  job  seekers  ride 
his  buses  half  price— Continental 
Trailways  Chairman  Frederick  G. 
Currey  pauses  for  a  commercial: 
"What's  going  on  with  Amtrak  is 
close  to  criminal,"  he  groans,  citing 
growing  competition  for  the  passenger 
business  from  the  federally  subsi- 
dized railroad  corporation.  Continen- 
tal Trailways,  a  subsidiary  of  Holiday 
Inns,  is  the  U.S.'  second-largest  bus 
operator  after  Greyhound. 

Currey  has  good  reason  to  moan. 
Buses  and  trains  are  both  off  12%  in 
passenger  miles  this  year,  but  Amtrak 
is  drawing  customers  away  from  the 
highways  in  many  parts  of  the  coun- 
try. In  the  Midwest,  several  bus  lines 
recently  cut  back  on  services,  citing 
Amtrak  competition.  Now  Amtrak  is 
taking  a  further  load  off  highway  traf- 
fic with  11  state-supported  intercity 
train  routes. 

Currey,  whose  buses  run  on  feder- 
ally paid-for  highways,  objects  to  the 
fact  that  Amtrak  gets  a  heavy  fed- 
eral subsidy.  Except  for  gasoline  taxes 
and  tolls,  which  everybody  must  pay, 


Continental  pays  nothing  for  its 
right  of  way,  while  Amtrak  must  pay 
the  railroads  for  running  its  trains  on 
their  tracks.  Why  is  it  right  for  Con- 
tinental to  be  subsidized  and  wrong 
for  Amtrak?  Forbes  asked.  "We're 
not  really  subsidized,  because  buses 
generate  one-tenth  of  1%  of  the  vehicle 
miles  on  the  interstate  highway  sys- 
tem and  pay  three  times  that  into  the 
Highway  Trust  Fund,"  says  Currey. 

Logical  or  not,  Currey  is  garner- 
ing plenty  of  publicity  these  days. 
President  Ford  sent  him  a  telegram 
of  congratulations  on  the  special  job- 
less fare,  and  Continental  hit  prime 
time  on  major  TV  news  shows. 

The  timing  of  the  stunt  couldn't 
be  better  for  the  bus  operators.  Bight 
now,  rival  Amtrak  is  lobbying  in  Con- 
gress for  its  proposed  five-year  plan, 
which  calls  for  capital  outlays  of  $1.3 
billion  to  replace  nearly  all  of  Amtrak's 
vintage  equipment.  New  trains,  Am- 
trak predicts,  will  increase  ridership 
from  3.8  billion  passenger  miles  this 
year  to  8.6  billion  in  1980.  The  plan 
would  transform  Amtrak  from  a  res- 
cue operation  to  permanent  stature. 

Currey  and  his  colleagues  in  the 
bus  business  wouldn't  mind  a  bit  if 
Congress  scaled  down  the  plan.  Cur- 
rey is  frank  in  saying  that  he  thinks 


Amtrak  should  be  restricted  to  a  few 
short-haul  routes  between  major  cit- 
ies like  New  York  and  Washington. 
The  entire  long-haul  business,  he  be- 
lieves, belongs  either  on  the  highways 
or  on  the  airways,  not  on  the  railways. 
So  you  can  chalk  one  up  for  the 
highway  boys!   ■ 


Currey  of  Continental  Trailways 
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"foudorit  have  to  call 
Switzerland  to  find  out 

what's  going  on  in 
international  banking. 


Just  call  the  Swiss  Bank  Corporation  here  in 
the  United  States.  Whatever  advice  or  inter- 
nationaljnformation  you  need  will  be  provided 
through- our  worldwide  network  of  experts. 

When  something  is  happening  in  the  world 
marketplace,  it's  known  in  Switzerland.  And 
there's  absolutely  no  reason  why  you  shouldn't 


know  it  too.  So  before  you  make  any  international 
banking  decision,  call  us. 

We're  the  oldest  and  largest  Swiss  bank  in 
the  United  States  and  we  offer  a  full  range  of 
commercial  services,  domestic  and  international. 
And  naturally,  we  do  business  in  a  Swiss  manner 
...promptly,  efficiently  and  dependably.- 
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SWISS  BANK 
CORPORATION 

The  oldest  and  largest  Swiss  bank 
in  the  United  States. 


New  York  Branch  (212)  791-2777,  Chicago  Branch  (312)  346-0350,  San  Francisco  Agency  (415)  434-2640, 

Los  Angeles  Representative  Office  (213)  489-5900. 
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Tenneco: 

Part  of  the  daily  lives  of 

200  million  Americans  in  the  form  of 

food,  clothing,  shelter  and  energy. 


Many  of  the  things  you  and  your  family  do 
every  day  involve  something  that  comes 
from  Tenneco. 

GO  INTO  THE  KITCHEN  AND  SLICE  A  FRESH  PEACH. 

You're  adding  zest  and  nutrition  to  your 
breakfast  cereal. Ten neco's  agricultural  divi- 
sion serves  3,000  independent  growers  as 
their  marketer  of  Sun  Giant®  premium-grade 
fruit,  vegetables,  dates,  almonds  and  raisins. 

TAKE  A  PACKAGE  FROM  YOUR  PANTRY. 

It  may  well  be  a  carton  made  by  Tenneco's 
Packaging  Corporation  of  America.  Such 
cartoned  products  and  most  of  the  other 
goods  you  buy  come  to  market  in  corrugated 
shipping  containers,  which  make  up  80% 
of  PC  As  business.  Over  300  of  the  nation's 
top500companiesrelyonPCA  for  packaging. 

LIGHT  YOUR  GAS  OVEN. 

Chances  are  good  the  gas  is  reaching  you 
through  Tenneco's  15,737-mile  pipeline 
system,  the  nation's  largest.  We  supply  utili- 
ties in  25  states. 

LOOK  THROUGH  YOUR  HOME. 

You'll  find  products  of  Tenneco  Chemicals 
in  plastic  panels,  shower  doors,  storm  win- 
dows, plumbing  pipe,  electrical  insulation; 
plus  foam  for  carpet  padding,  upholstery, 
mattresses;  and  a  host  of  plastic  consumer 
products. 


GO  TO  YOUR  GARAGE. 

Our  Walker  Manufacturing  makes  a  con- 
tribution to  your  car  and  to  the  need  for 
cleaner  air.  Walker  filters  and  exhaust  systems 
are  available  through  1 50,000  independent 
garages  and  service  stations  around  the 
country.These  systems  are  on  one  of  every 
four  cars  on  U.S.  roads  today. 

TURN  THE  IGNITION  KEY  IN  YOUR  CAR. 

Depending  on  where  you  live,  the  gasoline  in 
your  tank  may  have  come  from  Tenneco's 
oil  company.  Tenneco  also  supplies  heating 
oil  that  keeps  your  home  warm.  And  to  help 
meet  your  future  needs,  we  are  searching 
for  new  sources  of  supply,  particularly  on  our 
own  continent. 

MOW  YOUR  LAWN. 

Our  J  I  Case  garden  tractors  make  it  easy. 
Our  agricultural  and  construction  machinery 
division,  which  also  includes  David  Brown, 
Davis  and  Drott,  probably  had  a  hand  in 
building  your  home,  laying  underground 
utility  lines  or  excavating  the  foundation. 
In  fact,  Case  machinery  digs  more  holes 
than  anyone  in  earth. 

That's  Tenneco— a  force  for  progress  and 
improvement  in  many  aspects  of  your  every- 
day life. Tenneco  Inc.,  Houston,  Texas  77001. 


Tenneco 


Westinghouse  today... 


New  radars  will  give  controllers 
a  clearer  picture  of  air  traffic. 


Raw  radar  video: 
four  planes  visible 


Design  performance  of 

new  radar:  five  planes  visible 


Today  Westinghouse  is  building  new  enroute  radars  for 
the  U.S.  air  traffic  control  system  of  the  1 980's.  The  FAA 
awarded  the  order  in  early  July. 

Tracking  planes  between  airports,  these  long-range 
radars  can  filter  out  thunderstorms  and  other  "clutter" 
that  may  sometimes  obscure  a  plane  on  radar  screens; 
so  the  Air  Traffic  Controller  can  watch  your  plane 
regardless  of  weather. 

The  new  radars  will  be  very  reliable  and  easy  to 
maintain.  This  will  help  the  FAA  reduce  its  future  long-term 
operating  costs. 

In  short,  the  new  radars  will  provide  the  improved 
performance  that  will  be  needed  to  control  the  much 
heavier  air  traffic  of  the  future — in  the  U.S.  and  across 
the  world. 
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Nobody  Here  But  Us  Swiss? 


Will  the  Swiss  abet  Arab  takeovers  of  U.S.  business?  Certainly  not, 
but  all  that  Swiss  secrecy  does  make  people  suspicious. 


Money  from  Swiss  banks  on  short- 
term  deposit  with  U.S.  banks  nearly 
tripled  normal  levels  in  the  last  18 
months,  to  a  high  of  $10  billion.  The 
best  guess  is  that  the  bulk  of  the  $6.6- 
billion  increase  represents  funds  from 
Kuwait,  Abu  Dhabi  and  Saudi  Arabia 
pouring  into  Zurich  and  thence  fun- 
nelling into  the  U.S.  Why  through 
Swiss  banks?  Partly  because  Arabs 
like  anonymity,  and  banking  secrecy 
is  as  Swiss  as  precision  watches. 

In  the  U.S.,  financial  secrecy  has 
come  to  imply  dishonesty.  But  the 
Swiss,  a  law-abiding  people,  are  al- 
most fanatical  about  keeping  their  fi- 
nancial matters  private.  Bankers,  of 
course,  have  benefited  because  of  the 
vast  inflows  of  foreign  capital  seeking 
safety  and  secrecy  in  Switzerland.  But 
secrecy  does  breed  suspicions,  and 
there  have  been  rumors  that  Arabs 
might  use  Swiss  banks  to  secretly 
take  over  U.S.  companies. 

The  rumor  is  about  as  farfetched 
as  you  can  get.  It  flies  in  the  face 
both  of  Swiss  interests  and  Arab 
habits.  "The  Arabs  will  not  try  to  take 
over  American  companies  from  be- 
hind the  scenes,"  says  London  branch 
manager  Jean-Bernard  Tissot  of  Lom- 
bard, Odier  &  Co.,  a  well-known 
Geneva  bank.  "They  would  approach 
management  directly."  Nicolas  Bar, 
genial  chairman  of  the  prestigious 
Julius    Bar   Bank   of   Zurich,    reports 


that  his  Arab  clients  are  "as  cautious 
as  widows  and  orphans  should  be." 
Adds  Hans  Mast,  chief  economist  for 
Credit  Suisse,  "There  are  more  Ameri- 
can companies  looking  for  Arab  inves- 
tors than  there  are  Arab  investors 
looking  for  American  companies." 

Six  Months  In  Jail 

Most  of  the  Arab-Swiss  money  in 
the  U.S.  is  in  short-term  bank  de- 
posits although  there  have  been 
signs  of  an  interest  in  equities.  Why 
though,  through  Swiss  banks  instead 
of  American  banks?  Perhaps  because 
if  there  were  a  new  war  in  the  Mid- 
dle East  and  a  new  oil  embargo,  the 
U.S.  might  move  to  seize  Arab  assets. 
But  Swiss  assets? 

Thus  in  spite  of  the  suspicions  that 
it  sometimes  arouses,  the  secrecy  that 
legally  enshrouds  Swiss  bank  ac- 
counts is  useful  to  the  customers  in 
many  ways.  Everyone  thinks  about 
the  notorious  numbered  accounts— 
where  only  one  or  two  bank  officials 
actually  know  the  identity  of  the  de- 
positor. The  important  point,  how- 
ever, is  that  all  Swiss  bank  accounts, 
whether  numbered  or  named,  are 
protected  by  the  same  Swiss  federal 
laws.  While  they  contain  no  precise 
definition  of  what  a  banking  secret  is, 
violation  brings  a  penalty  of  up  to  six 
months  in  prison  or  an  $18,000  fine. 

As   a   result,    Swiss   banks    do   not 


give  out  information  of  the  kind  that 
U.S.  agencies  like  the  Securities  &  Ex- 
change Commission,  the  Internal 
Revenue  Service  and  the  Federal 
Bureau  of  Investigation  can  get  with 
relative  ease  from  U.S.  banks,  by 
subpoena  if  necessary.  In  fact,  if  a 
Swiss  bank  receives  a  routine  com- 
mercial inquiry  about  a  particular 
bank  client,  it  merely  returns  the 
letter  without  comment. 

Banks  records  can  be  opened  only 
by  a  Swiss  court  order,  and  such  or- 
ders are  granted  only  if  a  crime— by 
Swiss  definition— has  been  committed. 

An  Italian  recently  tried  to  get  a 
Swiss  bank  employee  to  help  "laun- 
der" ransom  money  involved  in  a 
notorious  kidnapping  and  murder. 
The  Swiss  told  his  local  police,  who 
cooperated  with  the  Italian  police. 
The  alleged  murderer-kidnapper  was 
arrested,  one  of  the  few  to  be  ap- 
prehended recently  in  Italy.  But  this 
case  involved  violent  crime.  Such  co- 
operation would  not  be  forthcoming 
in  cases  of  tax  evasion,  securities 
violations  and  such  financial  crimes. 
So  stringent  is  conventional  banking 
secrecy  that  numbered  accounts  could 
probably  be  abolished  completely 
without  greatly  hurting  the  Swiss 
banks.  Why,  then,  do  they  cling  to 
numbered  accounts  despite  the  bad 
publicity  they  engender?  Chiefly  be- 
cause Swiss  bankers  suspect  that  this 


Zurich's  bank-studded  BahnhofstrasseT  Selling  stability,  security  and  (by  no  means  least)  secrecy. 


e  the  thin  edge  of 
against  their  whole  cher- 
>f  confidentiality. 

For  people  like  the  Arabs,  many  of 
them  new-rich  and  most  of  them  sus- 
picious of  governments  and  wary 
about  the  possibility  of  revolution, 
this  secrecy  is  very  important.  Of 
course,  since  the  law  protects  every- 
one, foreign  tax  evaders  and  the  like 
can  take  advantage  of  it  as  well,  as 
the  Swiss  readily  admit.  But  in  an  un- 
certain world,  Switzerland  stands  for 
stability  and  safety— with  secrecy  be- 
ing an  added  dimension. 

This  image  and  the  profits  it  brings 
are  very  important  to  this  country  of 
6  million  people.  Swiss  banking's  Big 
Three— Union  Bank  of  Switzerland, 
Swiss  Bank  Corp.  and  Credit  Suisse— 
have  combined  assets  of  just  $42  bil- 
lion, less  than  three-fourths  those  of 
BankAmeriea  alone.  "But  you  can't 
judge  Swiss  banks  by  their  balance 
sheets,"  cautions  one  U.S.  banker  in 
Switzerland.  "Most  of  what  they  do 
doesn't  come  anywhere  near  their 
balance  sheets." 

For  example,  while  U.S.  banks 
make  their  money  mostly  from  loans, 
the  Swiss  also  make  big  profits  from 
commissions.  They  can  do  so  because 
Swiss  banks,  like  most  European 
banks,  can  also  act  as  underwriters, 
brokers,  investment  advisers,  mutual 
fund  managers  and  the  like.  Hence 
their  commissions  include  syndication 
fees,  custodial  fees,  brokerage  fees 
and  fees  for  fiduciary  accounts.  And 
their  reputation  for  unparalleled 
knowledge  of  world  financial  markets 
—plus  the  security  of  banking  secrecy 
—makes  them  highly  successful  in  at- 
tracting these  fees. 

For  Credit  Suisse,  commissions  are 
the  largest  single  income  item,  and 
at  the  Union  Bank  they  make  up  al- 
most one-third  of  operating  income. 
Almost  half  of  Swiss  Bank  Corp.'s 
profits  comes  from  commissions,  for- 
eign exchange  and  bullion  trading. 

You  would  expect  that  all  this 
makes  Swiss  banks  extremely  profit- 
able, and  you  would  probably  be  cor- 
rect. We  say  "probably"  because  it  is 
almost  impossible  to  figure  out  how 
profitable  a  Swiss  bank  really  is.  Fi- 
nancial disclosure  in  Switzerland  is 
rudimentary  at  best.  American  bank- 
ers like  to  make  their  earnings  look 
as  good  as  possible.  But  the  general 
Swiss  tendency,  as  an  American  bank- 
er put  it,  is  to  "even  things  out.  Swiss 
bankers  like  to  show  good  yearly 
profit  growth— but  not  too  much." 

For  example,  last  year  the  Union 
Bank  announced  a  huge,  $57-million 
loss  in  foreign  exchange  trading  for 
one  customer  alone.  Yet  its  annual  re- 
port shows  a  14%  increase  in  foreign 
exchange  and  metals  trading  income, 
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from  $58  million  in  197S  to  $66  mil- 
lion. The  loss  was  made  up  from  re- 
serves that  are  taken  out  of  profits 
before  those  profits  ever  reach  the  in- 
come statement.  Even  thus  assuming 
that  profits  are  understated— and  given 
that  1974  was  a  bad  year— the  Big 
Three  banks  showed  10%  to  14%  earn- 
ings gains  at  a  time  when  a  number 
of  American,  British  and  French 
banks  were  down  sharply.  If  the  Swiss 
banks  are  exposed  to  risky  loans,  like 
their  American  competitors  are  with 
real  estate  investment  trusts  and  New 
York  City  bonds,  it  is  a  good  safe 
bet  that  there  is  more  than  enough 
in  reserves  to  take  care  of  any  poten- 
tial situation. 

In  some  ways,  however,  the  out- 
side world  is  catching  up  with  the 
bankers  of  Zurich  and  Basle  and 
Geneva.  At  home,  huge  inflows  of 
foreign  capital  fueled  a  very  un-Swiss 
9.8%  inflation;  but  at  the  same  time 
the  Swiss  franc  remained  stronger 
than  even  the  fabled  deutsche  mark. 
Both  things  were  bad  if  you  were  a 
Swiss  watchmaker  or  manufacturer 
of  precision  equipment,  to  name  but 
two  of  the  country's  main  nonbank- 
ing— and  largely  exporting— industries. 
Many  people  blamed  the  banks,  half 
of  whose  assets  are  foreign. 

The  Swiss  National  Bank  (which 
despite  being  the  nation's  central 
bank  has  nothing  like  the  clout  of  the 
Federal  Beserve  or  the  Bank  of  En- 
gland) tried  to  cool  the  economy  by 
imposing  on  new  foreign  Swiss  franc 
accounts— which  already  paid  no  in- 
terest—first a  12%  and  then  a  40%  an- 
nual negative  interest.  Of  course,  the 
banks  found  ways  around  it.  Smaller 
customers  could  open  a  series  of  ac- 
counts with  each  containing  less  than 
$40,000,  below  which  the  40%  penal- 
ty does  not  apply.  Larger  customers 


We  can't  send  any  more  money 
to  Switzerland.  They're  full,  too. 


could  be  put  into  Swiss  securities,  or 
into  foreign  currencies  in  Switzerland, 
or  into  Swiss  francs  in  London  or 
New  York. 

On  the  banking  secrecy  side,  a 
mutual  assistance  treaty  with  the  U.S. 
has  been  signed,  though  not  ratified, 
with  an  eye  toward  helping  U.S.  au- 
thorities deal  with  the  use  of  Swiss 
banks  for  criminal  activity.  The  new 
treaty  still  does  not  cover  actions  that 
are  legal  under  Swiss  law  though  il- 
legal under  American  law.  But  that 
does  not  mean  U.S.  authorities  are 
powerless  to  prevent  violations  of  U.S. 
securities  laws,  for  example.  In  a 
recent  case,  the  Securities  &  Exchange 
Commission  accused  the  Swiss  Bank 
Corp.  of  helping  one  of  its  clients,  an 
Austrian  resident  of  Switzerland 
named  Hermann  Mayer,  conceal  his 
estimated  17%  holding  in  General  Re- 
fractories  Co.  of  Pennsylvania  in  vio- 
lation of  the  law  requiring  disclosure 
of  holdings  of  5%  or  more  in  public 
U.S.  companies. 

At  a  time  when  Mayer  held  11% 
of  GR's  stock,  the  SEC  alleges,  Swiss 
Bank  Corp.  parceled  out  the  stock  in 
amounts  of  less  than  5%  to  "Street 
name"  accounts  in  American  banks, 
investment  companies  and  a  securi- 
ties firm.  The  bank  later  bought  an- 
other 6%  interest  for  Mayer  which  it 
also  parceled  out.  Mayer's  case  is  still 
pending.  In  a  settlement  last  month, 
Swiss  Bank  Corp.  neither  admitted 
to  nor  denied  the  charges,  but  con- 
sented to  an  injunction  against  fur- 
ther such  transactions  involving 
American  companies.  Future  viola- 
tions are  unlikely,  since  they  would 
place  the  bank  in  contempt  of  court. 
And,  from  a  much  broader  standpoint, 
the  SEC  last  August  proposed  rules 
requiring  disclosure  of  the  real  own- 
ers, not  just  the  "nominee"  owners 
(often  banks),  of  U.S.  stocks.  All  of 
which  makes  it  doubly  unlikely  that 
a  Swiss  bank  would  in  the  future 
serve  as  cover  for  a  foreign  takeover 
of  a  U.S.  company.  For,  in  spite  of 
their  respect  for  privacy,  the  Swiss 
are  great  realists.  They  know  that  it  is 
not  enough  to  take  in  a  lot  of  money. 
They  must  also  have  somewhere  to 
put  it,  and  the  U.S.  is  the  biggest 
single  investment  market. 

Change  comes  slowly  to  Switzer 
land.  The  Swiss  National  Bank  is  even 
lobbying  for  the  complete  elimina 
tion  of  that  old  attention-getter,  the 
numbered  account.  But  when  Fritz 
Leutwiler,  president  of  the  National 
Bank,  recently  remarked  to  a  Big 
Three  banker,  "I  think  Switzerland 
would  be  better  off  without  numbered 
accounts,"  the  banker  replied,  by  no 
means  entirely  in  jest.  "And  I  think 
Switzerland  would  be  better  oil  with- 
out the  National  Bank."  ■ 
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The  Funds 


Don't  Fall  In  Love 


You  don't  find  many  fund  managers 
who'll  talk  freely  and  easily  about 
their  mistakes.  Not  so  Jack  Cogan. 
His  Boston-based,  $296-million-assets 
Pioneer  funds  have  been  excellent 
performers  in  some  of  the  rottenest 
markets  since  the  Thirties.  The  flag- 
ship Pioneer  I  Fund  had  a  total  re- 
turn in  our  Aug.  15,  1975  Mutual 
Fund  Survey  of  8.2%— over  three  times 
the  Forbes  stock  fund  average. 

Pioneer's  basic  strategy  is  funda- 
mentalist—looking for  solid  assets  or 
strong  market  positions  rather  than  su- 
perfast  growth  (and  superhigh  price/ 
earnings  ratios).  Once  unfashionable, 
fundamentalism  has  been  coming  back 
to  Wall  Street  like  a  religious  revival. 

But  Cogan  cautions  that  his  ap- 
proach isn't  so  easy,  and  doesn't  al- 
ways work.  "The  most  common  mis- 
take we've  made,"  he  says  in  his  Bos- 
ton brogue,  "is  overstaying  ourselves. 
Some  of  our  worst  mistakes  were 
made  this  way  back  in  1969  at  the 
end  of  the  bull  market,  but  we've 
made  some  in  recent  markets  as  well." 

The   Pioneer  president,   49,   jumps 


from  example  to  example.  "Usually 
we  can  pick  the  stocks  reasonably 
well,  but  we  don't  think  we  have  the 
same  kind  of  expertise  in  playing  the 
market.  Take  Huyck— we  got  into  it 
early  and  were  rewarded  for  our  pa- 
tience, but  we  overstayed." 

Huyck,  supplier  of  papermaking 
equipment,  had  a  good  technical  po- 
sition in  its  field,  but  management 
problems  that  scared  off  most  inves- 
tors. The  management  problems  were 
resolved,  the  stock  shot  up  and  Pio- 
neer made  a  fat  paper  profit.  Huyck 
reached  its  high  of  37  JS  in  1972.  But 
Cogan  didn't  choose  to  read  the  hand- 
writing on  the  wall  and  kept  a  large 
position.  Huyck  couldn't  keep  up  its 
momentum,  and  now,  after  a  down 
first  half,  its  shares  sell  for  about  13. 
Cogan  doesn't  make  excuses.  "We  had 
plenty  of  time  and  warning." 

The  experience  with  Huyck,  and 
other  "overstays,"  illustrates  a  Cogan 
maxim:  Don't  fall  in  love  with  a  stock. 
He  points  out:  "You  can  get  to  know 
the  company's  people  too  well."  A 
sellout  can  feel  like  a  betrayal,  espe- 
cially if  you  discovered  the  stock. 

Also,  Cogan  admits,  "we  have  not 
had    what    you    could    call    a    stellar 


record  in  the  retail  field,  with  the  ex- 
ception of  Marcor."  The  problem,  as 
he  sees  it,  is  that  style  is  a  critical 
"fundamental"  in  picking  a  retailer, 
and  style  is  a  lot  harder  to  recognize 
than,  say,  an  efficient  steel  mill. 

Fundamentalists  can  also  see  "val- 
ue" plays  where  there  aren't  any.  "We 
bought  Pan  Am,"  Cogan  recalls  with 
a  regretful  tug  at  his  bow  tie.  "Isn't 
that  stupid?  We  thought  there  was 
the  possibility  for  an  earnings  revival 
and  a  merger.  We  had  had  good  ex- 
perience with  another  airline— North- 
west. But  we  were  wrong." 

All  this  isn't  to  say  that  Cogan  has 
any  plans  to  change  his  investment 
philosophy.  Pioneer  obviously  has  had 
plenty  of  recent  winners.  Among 
them:  Joy,  Rio  Algom  Ltd.,  AM  AX, 
U.S.  Steel  and  Stone  &  Webster.  "It 
seems  to  me,"  he  says,  "that  consis- 
tency is  the  really  fundamental  theme 
to  investing.  The  funds  that  gyrate 
around  just  don't  have  the  emotional 
fortitude  to  stay  with  their  philosophy. 

"The  fundamental  approach  leads 
you  into  areas  where  other  people 
aren't  looking.  If  you're  willing  to  wait 
for  the  others  to  catch  up,  you  can  do 
very  well."  As  Cogan's  record  proves. 


Woodsman- 
Spare  That  Stock 

Can  you  mix  "social  responsibility" 
with  investing? 

It's  a  question  many  nonprofit  or- 
ganizations are  asking  themselves  in 
the  wake  of  the  embarrassing  revela- 
tions that  the  National  Audubon  So- 
ciety had  been  leasing  land  in  its  wild- 
life sanctuaries  for  gas  drilling  and 
oil  drilling,  that  the  Sierra  Club  had 
been  investing  in  such  foes  as 
Weyerhaeuser. 

A  few  years  ago,  the  mutual  fund 
industry  latched  on  to  the  social-re- 
sponsibility concept  and  hatched  a 
plethora  .of  funds  that  promised  not 
to  investdn  such  malefactors  as  distill- 
ers, polluters  and  those  who  do  busi- 
ness in  South  Africa. 

Of  this  raft  of  funds,  only  Dreyfus' 
$20-million  (assets)  Third  Century 
Fund  is  still  alive  and  well.  (The 
name  comes  from  the  U.S.  being  on 
the  verge  of  its  third  century  of  inde- 
pendence.) The  fund  will  carefully 
examine  a  company's  record  in  these 
five  areas  before  putting  it  on  its  list 
of  acceptable  investments: 

Protection  and  improvement  of  the 
environment. 


Occupational  health  and  safety. 

Consumer  protection. 

Equal  opportunity  employment. 

Technology,  products  or  services 
that  will  contribute  to  the  enrich- 
ment of  the  quality  of  life  in  America. 

Dreyfus  makes  a  genuine  effort  in 
evaluating  prospects;  its  people  comb 
public  records  and  conduct  in-depth 
interviews  with  management.  The 
findings  are  forwarded  to  the  fund's 
board  of  directors,  which  includes 
Robert  Goheen,  former  president  of 
Princeton  University;  Clifford  Alex- 
ander Jr.,  former  chairman  of 
the  Equal  Employment  Opportunity 
Commission;  Dr.  J.  George  Harrar, 
former  president  of  the  Rockefeller 
Foundation  and  an  expert  biologist. 
The  board  weighs  the  evidence  and 
then  passes  final  judgment,  first  on  an 
industry's  and  then  on  a  company's 
eligibility  (there  are  currently  250 
companies  on  the  acceptable  list) . 

A  look  at  Third  Century's  past  and 
present  portfolios  shows  just  how  dif- 
ficult it  can  be  to  quantify  "social  re- 
sponsibility." For  instance,  the  fund 
has  in  the  past  invested  in  Interna- 
tional Paper.  Doesn't  IP  pollute? 
"Yes,"  answers  Howard  Stein,  boss  of 
the  fund's  parent,  Dreyfus  Corp.  "We 
look  for   companies   that   are   making 


the  best  effort  and  doing  the  best  job." 
What  about  Kennecott's  Peabody 
Coal?  Isn't  Peabody  a  strip  miner? 
"In  the  coal  industry,"  says  fund 
President  Kenneth  J.  Oberman,  "we 
have  given  heaviest  weight  to  occupa- 
tional safety."  But  others  might  con- 
clude that  curbing  strip-mining  is 
more,  or  at  least  as,  important  as  job 
safety.  It's  a  matter  of  opinion.  Says 
Oberman,  "We  can't  be  all  things  to 
all  people." 

And  therein  lies  the  problem  of 
investing  with  social  responsibility. 
An  extreme  woodsman-spare-that-tree 
type  would  argue  that  International 
Paper  shouldn't  be  in  the  portfolio, 
period,  regardless  of  its  progress  in 
pollution  abatement.  A  "right  to  lifer" 
might  object  to  shares  of  a  company 
involved  in  contraception,  while  a 
zero  population  growth  advocate 
might  insist  on  it. 

Third  Century  has  proved  that  "so- 
cially responsible"  investing  is  not  in- 
compatible with  sound  investing:  The 
fund  has  done  a  bit  better  than  the 
averages  since  its  inception  in  March 
1972.  What  it  has  yet  to  prove  is 
whether  there  is  a  sufficient  market 
for  such  a  fund,  given  the  problem  of 
having  to  satisfy  so  many  finicky  peo- 
ple  on    so   many    diverse    subjects.    ■ 
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International  business:  a  fruitful  source  of  profit  I 

or  a  sieve  for  dearly  needed  capital? 

Here's  how  First  Chicago,  with  76  installations  in  40  countrie 
can  help  you  be  more  productive  throughout  the  world.  1 


International  markets,  from 
airplanes  to  zippers,  are  speeding 
ahead  of  U.S.  growth  rates. 

An  example:  in  1976  biomedi- 
cal sales  in  the  20  leading  foreign 
markets  are  expected  to  top  $2.5 
billion.  That's  a  $1.1  billion  in- 
crease over  1972.  And  more  than 
double  the  growth  rate  of  the  U.S. 
market. 

But  most  American  compa- 
nies are  inexperienced  interna- 
tionally. Surprisingly,  exports 
account  for  less  than  8%  of  our 
gross  national  product.  This  in- 
experience will  hurt. 

In  the  rush  to  get  a  piece  of 
The  Global  Plum,  costly  mistakes 
can  occur.  Millions  of  dollars  have 
already  been  lost  by  sophisticated 
companies  who  jumped  into  inter- 


Meeting  theAlmut  Bornhofen  at  dockside. 
At  First  Chicago  our  international  expertise 
means  first-hand  knowledge. 


national  waters  only  to  discover 
they  were  in  over  their  heads. 

Profitable  international 
business  is  not  a  do-it-yourself 
proposition. 

It  takes  the  assistance  of 
seasoned  international  business- 
experts. 

First  Chicago  began  its  intt 
national  banking  department  it 
1870.  We  are  one  of  the  most  ex-J 
perienced  international  banks 
in  America. 

How  to  find  the  right 
international  market. 

A  little  international  know* 
edge  is  a  dangerous  thing. 

The  names  and  addresses  <> 
a  few  potential  customers  arc  n< 


Amsterdam,  Abu  Dhabi  Antwerp.  Athens.  Atlanta,  Baltimore,  Bangkok,  Beirut.  Bogota   Bo  ton   Bridgetown  Bristol,  Bniawla,  Caracas,  Cardiff.  Channal  I   Ian 
Madud,  Manila,  Melbourne,  Mexico  City,  Milan,  Montego  i  iy,'Munich    Nairobi, I  -  New  York,  Ocho  Rios,  Panama  City  Pari 


e Global  Plum  (con*.) 

nigh.  You  need  market  informa- 
ri  in  depth.  And  it  is  available. 

There  are  extensive  trade 
•grams  and  publication  services 
m  the  Departments  of  Com- 
rce  and  Agriculture.  Foreign 
ide  Consulates.  Export  Manage- 
nt  Companies.  Private  Interna- 
lal  Investment  Groups.  Your 
n  industry  or  trade  association. 

At  First  Chicago,  we'll  not 
y  guide  you  to  this  information, 
11  help  you  size  it  up. 

How  to  size-up  a  good 
international  deal. 

There  are  no  easy  formulas. 
b  complexities  of  international 
dings  are  many.  And  mind- 
fgling. 

That's  why  our  background 
1  evaluation  services  are  wide- 
ning and  far-reaching. 

•  Industry  experts  who  know 
ir  industry  and  can  evaluate 
ir  international  potential 
listically. 

•  International  experts,  on-the- 
t  in  76  installations  in  40  coun- 
ts, for  up-to-date  information 
international  markets,  and 

t  credit  information  on  custom- 
.  (We  generally  report  within 
hours;  credit  rating  services 
i  take  up  to  6  weeks.) 

•  A  network  of  over  540  foreign 
respondent  banks— in  countries 
m  Afghanistan  to  Yugoslavia— 
additional  insights  to  markets 
1  customer  credit. 

•  International  operations  spe- 
lists  to  advise  you  on  the  finan- 
1  techniques  of  international 
siness.  They'll  even  hold  in- 
uctional  seminars  for  your  per- 
mel,  and  advise  you  on  inter- 
tional  business  etiquette  and 
siness/cultural  traditions. 

•  International  counseling 
mps  to  provide  both  you  and  us 
:h  trends  in  the  changing  world 
ney  market  and  advice  on  limitr 
\  your  foreign  exchange  risks. 


20  Outstanding 

Export-Potential  Industries 

1.  Computers  and  Related 

Equipment. 

2.  Food  Processing  and 

Packaging  Machinery 

Equipment. 

3.  Pumps,  Valves  and 

Compressors. 

4.  Industrial  and  Scientific 

Instruments. 

5.  Air  Conditioning  and  Re- 

frigeration Equipment. 

6.  Agricultural  Machinery  and 

Equipment. 

7.  Micrographics. 

8.  Printing  and  Graphic  Arts 

Equipment. 

9.  Biomedical  Equipment. 

10.  Materials  Handling 

Equipment. 

11.  Energy  Systems. 

12.  Electronics  Production  and 

Test  Equipment. 

13.  Metal  Working  and 

Finishing  Machinery  and 

Equipment. 

14.  Process  Control 

Instrumentation . 

15.  Electronic  Components. 

16.  Business  Equipment  and 

Systems. 

17.  Avionics  and  Aviation 

Support  Equipment. 

18.  Laboratory 

Instrumentation . 

19.  Pollution  Control 

Equipment. 

20.  Communications  Systems 

and  Equipment. 

Source:  U.S.  Department  of  Commerce. 

How  to  close  an  international 
deal,  profitably. 

On  "Letters  of  Credit"-  the 
basic  stuff  of  international  trade— 
First  Chicago  can  provide  set-up 
within  24  hours;  48  hours  at  the 
outside. 

When  your  buyer  requires 
credit,  we  are  experienced  at  ar- 
ranging the  participation  of 
Eximbank,  FCIA,  and  other  ex- 
port assistance  groups. 


When  you  require  a  loan  for 
your  export  business,  our  industry 
and  international  experts  work 
together  to  develop  a  productive 
loan  structure— one  that  can  help 
you  offer  your  best  competitive 
prices  and  terms. 

And  wherever  you  are,  we'll 
answer  your  loan  request  fast. 
Within  24  hours,  if  you  need  it. 

International 

banking  for  atomic  power  or 

lollipop  machines. 

In  recent  years  we've  helped 
companies  do  everything  from 
locate  and  finance  plants  in  foreign 
countries  to  provide  "tip  money" 
for  traveling  executives. 

We  helped  finance  an  atomic 
power  plant  in  Yugoslavia  for  a 
major  U.S.  energy  company. 

For  one  of  our  large,  multi- 
national customers,  we  set  up  a 
$50  million  multi-currency  revolv- 
ing credit.  It  gives  them  immediate 
access  to  funds  in  any  world  cur- 
rency we  have  available.  And  all 
from  one  loan  agreement. 

And  we  streamlined  the  in- 
ternational operations  of  one  of 
our  smaller  customers  —  a  lollipop 
machine  maker.  He's  on  his  way 
to  a  15%  increase  in  sales. 

The  Global  Plum.  It  may  be 
what  your  company  needs  to  grow 
healthier  and  more  productive. 

Let  us  help  you  reach  for  it. 


I      I 


FlrstChic; 

The  First  National  Bank  of  Chicago 

Productive  banking  for  productive  businesses. 


eland.  Dubai,  Dublin,  Duesseldorf,  Edinburgh,  Frankfurt.  Geneva.  Guatemala  City,  Hong  Kong,  Houston,  Jakarta,  Kansas  City,  Kingston,  Lagos,  Leicester,  London,  Los  Angeles, 
Francisco,  San  Jose.  Sao  Paulo.  Seoul,  Shar  jah.  Singapore.  Stockholm,  Sydney.  Tehran.  Tokyo.  Toronto.  Warsaw  Member  FDIC  ©  The  First  National  Bank  of  Chicago. 


THE 


EUROSTYLE 

VjSTUDY 


A  system  to  analyse  markets  and  the 
national  and  international  media  that 
reach  them. 

The  Eurostyle  Study  is  a  study  of  an 
important  group  of  consumers.  It  explores 
the  buying  habits  of  airline  users  who  are 
purchasers  of  consumer  goods  and  busi- 
ness services... a  study  that  represents  a 
new  approach  to  Pan-European 
research. .  .that  transcends  national 
boundaries... a  study  that  pinpoints  your 
prime  consumers. 

This  study  successfully  segregates  purchasers 
by  the  amounts  they  purchase  while  sug- 
gesting how  and  where  your  advertising  can 
reach  them.  (The  survey  was  conducted  with 
over  16,000  completed  questionnaires  on  some 
700  airline  flights.) 

These  travellers  represent  a  market  that 
has  long  escaped  definition  by  advertisers  and 


their  agencies  because  it  has  been  so  difficult 
to  isolate. 

But  now  a  universe  of  almost  four  million 
top-level  people  is  disclosed  and  defined— a 
universe  of  men  and  women  with  high  buying 
power  and  business  authority.  Another  vital 
aspect  of  the  study  is  that  it  provides  the 
framework  for  continuous  marketing  research. 
More  than  8,000  respondents  have  agreed  to 
participate  in  the  Eurostyle  Panel  — a  sample 
for  future  research  which  will  provide  even 
more  specific  marketing  information  on  any 
given  category  and  also  include  a  facility  for 
monitoring  attitudes. 

How  do  you  reach  these  prime  prospects? 
The  Eurostyle  Study  Report— the  Key  to  the 
System  — will  introduce  you  to  the  comput- 
erised analysis  capability  diat  can  assist  in 
planning  your  marketing  strategy. 

For  your  copy,  or  copies,  orthe  Key  to  the 
System,  just  get  in  touch  with  the  local  office  of 
any  of  the  sponsoring  publications. 


Sponsored  by  TIME,   The  Economist,  International  Herald  Tribune  and  Newsweek  Intematiinal  in  co-operation  with:  Alitalia. 
Austrian  Airlines,  British   Airways,  British  Caledonia,  Iberia,   Lufthansa,  Luxair,   Sabena,   SAS,  TAP,  Th;»i   International,  UTA 


The  Forbes  Index 
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Market  Comment 


What  We  Know  Now 


By  L.  O.  Hooper 


During  my  recent  holiday,  I  insulated 
myself  from  the  day-to-day  news  and 
blanked  my  mind  against  investment 
decisions.  I  saw  only  an  occasional 
newspaper,  listened  not  at  all  to  radio 
and  watched  no  television.  I  read  on- 
ly for  amusement.  I  avoided  talking 
shop  with  those  I  met.  I  was  on  vaca- 
tion from  the  thinking  as  well  as  the 
tasks  of  my  usual  way  of  life.  I 
amazed  myself  that  I  was  able  to 
have  such  an  experience. 

Back  atnvork,  just  after  Labor  Day, 
I  found  things  just  about  as  I  left 
them.  The  details  were  a  little  dif- 
ferent, but  the  problems  and  the  en- 
vironment were  the  same.  For  nearly 
four  weeks,  I  had  made  no  invest- 
ment decisions  for  myself  or  for  oth- 
ers; and  I  didn't  think  any  decisions 
I  might  have  made,  or  anything  I 
might  have  said  or  written,  would 
have  made  much  difference  in  my  af- 
fairs or  in  the  affairs  of  others.  And, 
for   the   time   being   at   least,    I   was 

Mr.  Hooper  is  vice  president  of  the  NYSE  firm  of 
Thomson   &   McKinnon  Auchincloss  Kohlmeyer   Inc. 


Jiardly  anxious  to  change  my  prevaca- 
tion  thoughts  and  ideas  at  all.  Even 
the  New  York  City  financial  crisis 
hardly  looked  different.  Either  it 
would  be  patched  up  again  to  recur 
later,  or  the  city  would  default. 

What  is  this  more  or  less  established 
environment  that  seems  to  change  so 
much  in  detail  but  so  little  in  its  gen- 
eral implications?  Well,  we  are  still 
contending  with  inflation,  as  we  shall 
be  for  a  long  time.  It  blows  hot  and 
cold  (recendy  a  little  hotter,  but  now 
probably  cooling  to  some  extent).  In 
spite  of  the  problem  of  paying  for  oil, 
the  dollar  continues  stronger  than 
most  currencies  and  inflation  is  slower 
than  in  most  of  the  world. 

The  public  does  not  recognize  the 
long-term  dangers  in  the  oil  situation 
and  insists  on  doing  nothing  about  it 
until  it  has  to.  Although  interest  rates 
fluctuate  a  little  from  time  to  time, 
there  is  not  the  slightest  doubt  but 
that  borrowed  money  will  be  very  ex- 
pensive for  a  long,  long  time.  We  are 
in   a   slow   business   recovery   that  is 


likely  to  continue,  but  most  unlikely  to 
be  fast  and  vigorous.  The  banks,  and 
for  that  matter  most  holders  of  low- 
rated  bonds,  have  too  many  high- 
risk  loans  that,  in  effect,  are  equities 
rather  than  low-risk  securities.  The 
Federal  Reserve  is  boxed  in,  so  far  as 
following  an  effective  deflationary  pol- 
icy is  concerned,  by  the  Federal  Gov- 
ernment's financial  needs  in  this  def- 
icit budget  situation. 

The  unemployment  figures,  bad  as 
they  are,  really  are  pretty  much  neu- 
tralized by  the  consistent  increase  in 
the  number  of  persons  employed. 
Most  municipal  governments,  and 
many  state  governments,  and  most 
school  districts  are  faced  with  an  in- 
voluntary decrease  in  spending  for  ob- 
vious reasons.  It  is  ever  more  apparent 
that  one  of  the  bright  spots  is  the  un- 
ending capacity  of  our  farms  to  pro- 
duce more  and  more  food,  not  only 
for  home  consumption  but  for  export. 

The  Government  in  Washington  has 
become  so  complicated  and  big  that 
statesmen  and  politicians  are  always 
facing  issues  that  they  are  unable  to 
solve  without  self-defeating  compro- 
mise. And  the  stock  market,  despite 
some  irregularities  since  June,  still  is 
in  a  long-range  upward  trend,  or  at 
least  no  longer  in  a  downtrend. 

The  one  great  fact  that  emerges  out 
of  all  the  confusing  detail  is  that  the 
whole  world  is  in  an  era  of  inflation 
out  of  control— or  largely  out  of  con- 
trol—because of  the  welfare  state, 
and  the  welfare  state  now  is  a  fixed 
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Today,  you  can  get 
high  interest  rates 
a  lot  of  places.  It's 
Tomorrow  you  have  to 
worry  about!  Read:  "The 
Arithmetic  of 
Disadvantage' 
a  free  booklet. 
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ROWE  PRICE 

NEW  INCOME 

FUND,  inc 

a  no-load  fund 

Write  or  call  collect  for  a 
prospectus  301  -547-21 36. 


Rowe  Price  New  Income  Fund.  Inc. 

One  Charles  Center 

Baltimore.  Maryland  21201  Depr.  A6 


]   Keogh  Available 


Name. 


Address  ^ 


City- 


State- 


-Z.p- 


$5*000. 

Call  today  for  prospectus  and 
find  out  how  as  little  as  $5,000 
can  put  you  into  Fidelity's 
Money  Market  Trust. 

Call  (800)  225-6190 

or  call  collect  (617)  726-0650 
FIDELITY  DAILY  INCOME  TRUST 


35  Congress  St.,   Box  F,   Boston,   Mo.  02103 


OWN  YOUR  OWN 

MONEY  BUSINESS 

REPRESENT  OVER  2,000  U.S.  SOURCES  OF  CAPITAL 

"BECOME  A  FINANCIER" 

Ideal  for  executive  type  person,  R.E. 
Ins.  and  stockbrokers.  Operate  from 
a  dignified  professional  office.  Cli- 
ents come  to  you  for  Venture  Capi- 
tal Assistance.  Must  be  sincere  with 
well-rounded  business  background. 
Instant  Hi  income  for  right  person. 

$  U.S.  32,500  Cash  Will  Handle 

For  details  write  Dept.  21,  Computer  Capital  Corp  , 

6922  Hollywood  Blvd.,  Los  Angeles,  Calif.  90028 

Call  Mr.  Van:  (213)  463-4841 


part  of  the  economy  "of  every  impor- 
tant nation.  It  is  still  expanding,  and 
no  one  seriously  is  willing  to  do  any- 
thing about  it. 

Coming  back  to  specifics,  it  seems 
to  me  that  the  best  securities  to  own 
in  the  long  run  are  those  that  repre- 
sent physical  assets,  such  as  natural 
resources,  and  securities  that  repre- 
sent companies  engaged  in  the  busi- 
ness of  making  these  natural  resources 
available  for  consumption  and  use. 
By  the  same  token,  it  is  better  to  be 
in  debt  than  to  own  debt.  In  a  period 
of  inflation,  debt  always  is  being  paid 
off— if  it  is  paid  off  at  all— in  money 
with  a  lower  buying  power  than  the 
money  borrowed  at  the  time  the  loan 
was  contracted. 

One  of  the  stocks  that  has  been 
making  new  highs  is  17. S.  Steel  (66). 
This  is  not  because  the  steel  business 
is  so  good,  or  because  profits  are  ris- 
ing. It  is  because  this  largest  steel 
producer  is  so  rich  in  physical  assets 
accumulated  at  prices  so  much  lower 
than  the  prices  at  which  those  assets 
could  be  acquired  today  at  inflated 
levels.  The  same  thing  has  been  a  fac- 
tor in  the  strength  in  International  Pa- 
per (55),  and  in  the  shares  of  other 
paper  companies.  Some  of  the  western 
Canada  paper  companies  are  not  in  as 
good  a  position  as  the  American  com- 
panies because  they  own  only  cutting 
rights  on  crown  lands  (often  severely 
regulated)  rather  than  the  actual  land 
and  timber.  Then,  too,  the  political 
climate  in  Canada,  at  least  west  of 
Ontario,  hardly  is  such  as  to  encour- 
age investment. 

The  Last  Frontier 

Incidentally,  I  recently  spent  a 
few  days  in  Alaska,  our  largest  state 
and  our  only  remaining  frontier.  The 
one  important  new  insight,  which  I 
suppose  I  should  have  gained  long 
ago,  is  that  the  oil  and  gas  reserves  of 
this  vast  area  beggar  the  imagination. 
It  is  not  just  the  limited  and  sub- 
stantial areas  thus  far  explored  and 
proved,  but  the  big  potential  all  over 
the  North  Slope.  North  and  west  <>l 
Prudhoe  Bay,  especially  in  the  Naval 
Reserve  not  far  from  Point  Barrow 
(called  the  top  of  the  world),  there 
are  huge  reserves.  Point  Barrow  it- 
self, not  long  ago  just  an  Eskimo  vil- 
lage, is  served  with  natural  gas  by  a 
pipeline  system  that  would  make  any 
energy  hungry  area  in  "the  lower  48" 
envious.  The  people  up  there,  many 
miles  away  from  Prudhoe,  don't  heat 
their  homes  with  blubber  and  whale 
oil  anymore.  But  for  the  transporta- 
tion factor,  Alaska  might  have  enough 
oil  to  put  the  Arab.,  out  of  business. 
One  worries  more  about  whether  the 
projected  pipeline  is  big  enough  than 
about  the  supply  of  oil. 


Most  people  have  a  very  inade- 
quate idea  about  the  size  of  cities 
like  Fairbanks  and  Anchorage,  their 
rapid  growth  and  their  amenities. 
Prices  are  higher  than  in  the  lower 
48,  but  not  as  much  higher  as  I  had 
anticipated.  The  quality  of  the  help 
working  on  the  big  pipeline  is  excel- 
lent, and  I  get  the  impression  that 
most  of  those  people  actually  are 
earning  their  fantastic  salaries.  The 
big  problem,  believe  it  or  not,  is  un- 
employment. Too  many  people  have 
gone  to  Alaska  seeking  jobs  that  are 
not  available  or  for  which  they  are 
not  fitted.  Rents  are  exceedingly  high, 
and  there  is  much  discontent,  not  on- 
ly among  those  stranded  without  jobs, 
but  also  among  the  older  residents 
who  resent  the  change  from  a  good 
quiet  life  to  the  atmosphere  of  un- 
digested boom. 

In  my  column  in  the  Aug.  15  issue 
I  projected  the  likelihood  of  the  Dow 
selling  down  a  little  under  800  some- 
time in  August  and  then  doing  better 
just  before  or  just  after  Labor  Day.  It 
did  do  better  just  before  Labor  Day 
and  then  was  restrained  from  adding 
to  its  improvement  by  the  uncertain- 
ties incident  to  the  New  York  City  fi- 
nancial crisis.  My  present  idea  is  that 
the  market  is  poised  to  do  better  over 
the  near  term.  I  think  the  leadership 
is  more  likely  to  be  in  the  high-grade 
cyclicals  of  the  type  of  U.S.  Steel  and 
General  Motors  (47)  than  in  the 
glamours.  It  is  notable  that  many  ana- 
lysts currently  are  advising  the  pur- 
chase of  selected  electric  utilities  for 
an  advance  in  the  area  of  10%  or  15% 
sometime  before  the  end  of  the  year. 
Since  many  of  these  stocks  pay  divi- 
dends of  from  8%  to  12%,  an  advance 
of  10%  in  them  would  mean  a  net 
return  (dividends  pins  appreciation) 
of  something  like  20%. 

As  indicated  above,  I  think  the 
worries  about  a  n  sumption  of  dou- 
ble-digit  inflation  over  the  near  term 
have   been   overdone.    It   seems   to   me. 

however,  that  we  must  expect  a  much 

more  selective  market  than  we  had  in 
the  first  fi\c  months  <>i  1975.  Some 
of  the  favorites  of  the  initial  advance 
now  seem  to  me  to  have  experienced 

an  adequate  correction.  I  would  men- 
tion Jot/  Manufacturing  (75),  Moore- 
McCormack  (59),  Skyline  (18), 
Fleetwood  Enterprises  (11).  Ptttston 
(70)  and  Atlantic  Richfield  <(r, .  as 

issues  of  this  t\  pe. 

Some  ill  the  high-risk  issues  thai  ap 
peal  to  me  are  Gearhart-Owen  (28), 

Lukens  Steel  (23,  and  Anaconda 
(17).  While  1  am  not  in  am  sense  a 
gold  bun  I  think  that  ihe  gold  sh.ues 
at    present     are     W<  11     liquidated     and 

may  he  good  in-and-out  speculations. 
The  best  trading  stock  in  this  group 

seems  In  l><     \S  \.  Ltd.    ■ 
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Send  for  these  packages  of  United's  investment 
advice  on  Stocks  and  Mutual  Funds  today 

Stocks 


1 


7  speculative  "buys" 
at  10  or  below 

This  Report  picks  out  7  "low-priced"  stocks  we  believe 
have  a  good  chance  to  rack  up  sizeable  percentage 
gains.  You  get  our  individual  analysis,  appraisal  of 
risk,  and  our  advice  to  buy  the  stocks  of  these  good 
companies  for  their  attractive  profit  potential. 

10  top  quality 
growth  stocks  to  buy 

We  believe  that  now  is  a  very  good  time  to  add  these 
institutional  growth  favorites  to  your  portfolio.  Their  P/E 
ratios  are  down  considerably,  and  they  can  be  bought 
now  at  very  fair  prices.  While  there  is  always  risk,  we 
believe  these  are  the  kind  of  stocks  you  should  own. 


How  to  get  $50  per  week 
in  dividends 

United  offers  you  a  portfolio  yielding  about  7%,  which 
will  give  you  a  dividend  check  just  about  every  week. 
All  the  stocks  are  well-known  N.Y.S.E.  companies. 
And  while  there  is  always  risk,  we  believe  these 
dividends  are  the  minimum  you  can  expect. 

5  Stocks  to  buy 
40%-70%  below  their  highs 

One  philosophy  on  how  to  "beat  the  market"  is  to  try 
to  pick  tomorrow's  winners  from  today's  losers.  We 
have  picked  a  group  of  stocks  depressed  by  what 
we  consider  temporary  problems.  We  believe  the 
risk  in  these  stocks  is  outweighed  by  their  potentials. 


Plus  a  4-issue  Guest  Subscription  to  United  Reports 


•  Stock  Market  Analysis  and 
specific  recommendations 

•  General  Business  Forecast 


The  Supervised  List 

Buying  advices  of  other  services 

Bonds  and  Preferred  Stocks 


Stocks  to  sell  or  avoid 
New  product  studies 
Views  of  leading  authorities 
. . .  and  much  more 


This  entire  package  of  Stock  Market  information  and  advice  . . .  only  $2 

Mutual  Funds 


How  to  get  yields 

of  up  to  10%  on  Bond  Funds 

It  is  a  fact  that  long-term  bonds  have  seldom  yielded 
much  more  than  right  now.  So  if  you're  interested  in 
income,  bond  funds  have  the  distinct  advantage  of 
broad  diversification  as  a  safety  factor.  And  their 
professional  management  should  add  to  your  yield 
potential.  See  this  UMFS  Report  for  our  advice. 

Plus  a  2-issue  Guest  Subscription  to  United  Mutual  Fund  Selector 

Ifs  nice  to  get  performance  comparisons  on  most  well-known  funds  and  United  Mutual  Fund  Selector  does 
that.  But  what  you  really  want  is  impartial  advice  on  what  to  DO!  You  get  unbiased  advice  and  appraisal  of  risk 
from  United,  backed  up  by  analyses  of  specific  funds,  and  much  more. 

This  entire  package  of  Mutual  Fund  information  and  advice only  $2 


Performance  comparisons  for 
411  Mutual  Funds 

This  revealing  appraisal  lets  you  compare  how  your 
own  funds-and  others-have  done  against  the  funds 
as  a  whole  and  one  another.  Ifs  packed  with  year  by 
year  facts,  showing  changes  in  Net  Asset  Value  for 
this  year,  each  of  the  last  three  years,  and  the 
last  ten  years.  You  should  find  it  very  helpful. 


SAVE  WITH  THIS  COMBINATION  OFFER:  BOTH  PACKAGES 


ONLY 


$3 


Mail  the  postage-paid  reply  card  today!  Send  no  money ...  we  will  bill  you. 


.® 


TyTT^T  jr  I  ^IhTTV  I^si^ss^Irrvest111611*  Service 

^2fX  ^1  i  JL    M    jM.  W    210  Newbury  St.,  Boston,  Massachusetts  021 16 


i       36  JB 


Keep  your  copies  of  Forbes  from  get- 
ting lost  or  damaged  with  these  hand- 
some slip  cases.  Bound  in  simulated 
leather  in  red  and  black  with  gold  em- 
bossing. To  order,  mail  coupon  below. 


TO:  Jesse  Jones  Box  Corp.,  Dept  FB, 
P.O.  Box  5120,  Phila.,  Pa.  19141 


Please  send  me 
My  check  for_ 


.Forbes  Slip  Cases. 
is  enclosed. 


Prices:  $4.25  each,  3  for  $12,  6  for 
$22.  (Postage  and  handling  included.) 

Orders  outside  U.S.,  add  $1  per  case 
for  postage  and  handling. 

Name 


(please  print) 


Address 
City 


.State, 


Zip. 


Please  allow  3  to  4  weeks  for  delivery. 


PUBLIC  LANDS-OPPORTUNITY 

Equal  Opportunity  is  provided  all 
citizens  of  the  U.S.A.  to  partici- 
pate in  the  Profits  and  Tax-Bene- 
fits of  Oil  &  Gas  Lease-Rights  on 
Public  Lands.  Parcels  are  awarded 
each  month  through  PUBLIC 
DRAWINGS  which  provide  profit 
potential  in  excess  of  y2  million 
dollars.  DRAWINGS  are  adminis- 
tered by  the  BUREAU  of  LAND 
MANAGEMENT.  Send  $1.00  for 
complete  information. 

FEDERAL  OIL  &  GAS  LEASES,  INC. 

Geological  A  Market  Evaluation  Services 

2995  L.B.J.  Freeway 

P.O.  Box  29119,  Dept.  FOR. 

Dallas,  Texas  75229  Ph.  (214)  243  4253 


FREE  APPRAISAL  of 
SCOTCH   WHISKY 

Holdings 

If  you  have  Scotch  Whisky  and  would 
like  to  sell,  we  may  have  buyers.  Tell  us 
the  year,  distillery,  and  quantity  and  you 
will  receive  a  prompt  written  reply. 

ACCRUED  EQUITIES,  Inc.  (since  1954) 

Write  F.T.S.  Schoenwald 

122  East  42nd  St.,  N.Y.  10017 

(212)  MO  1-3595 


Stock  Comments 


Prophets  Of  Doom 


By  Heinz  H.  Biel 


When  a  two-week  rally  fizzled  short- 
ly after  Labor  Day,  gloom  once  again 
descended  upon  Wall  Street.  The 
market  acted  as  if  anything  that  could 
go  wrong  would  go  wrong.  Actually, 
however,  nothing  of  great  importance 
has  gone  wrong.  In  fact,  some  things 
went  surprisingly  well,  like  New  York 
City's  last  minute  bailout  by  the 
State. 

The  forecasting  record  of  profes- 
sional economists,  in  and  out  of  gov- 
ernment, has  been  so  very  poor  in 
recent  years  that  their  credibility  is 
at  a  deplorable  low.  It  is  not  too  sur- 
prising, therefore,  that  a  great  many 
people  just  don't  believe  that  we  are 
making  the  progress  on  the  road  to 
recovery  that  everybody  is  talking 
about.  Perhaps  we  are  going  too  far 
in  distrusting  the  leading  indicators 
and  other  statistics  that  have  proved 
quite  reliable  in  the  past.  Yet,  any- 
thing that  comes  out  of  Washington 
has  become  suspect. 

No  wonder  people  get  scared  to 
death  when  they  see  such  extremely 
gloomy  prophecies  as  those  of  Albert 
Sindlinger  who  was  recently  quoted 
in  New  York  magazine  as  saying:  "I'm 
looking  for  a  major  economic  collapse 
in  the  fourth  quarter  of  this  year," 
and  "the  stock  market  should  take  a 
tremendous  beating."  Sindlinger  is  not 
a  "nut"  like  some  other  vociferous 
prophets  of  doom,  but  an  economist 
whose  studies  of  consumer-buying 
intentions  deserve  attention  and  re- 
spect. It  is  as  a  result  of  his  latest 
polls,  which  indicate  that  consumer 
confidence  has  fallen  to  an  extremely 
low  level,  that  Sindlinger  has  become 
so  very  pessimistic  on  the  outlook  for 
business  as  well  as  the  stock  market. 

Most  economists  strongly  disagree 
with  Sindlinger's  views,  but  as  they 
themselves  have  been  wrong  so  often, 
doubts  remain— and  doubts  are  some- 
thing that  the  stock  market  likes  least 
of  all.  As  sentiment  is  one  of  the  po- 
tent market  factors,  it  doesn't  matter 
so  much  what  you  think,  but  what 
other  people  think.  With  present  high 
yields  on  U.S.  Treasury  notes— not  to 
mention  New  York  State's  tax-exempt 
notes— standing  on  the  sidelines  inflicts 
no  pain  on  the  reluctant  investor. 

Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  finr  of  Hoppin,  Watson  Inc. 


Personally,  I  do  not  share  Sind- 
linger's severe  bearishness.  As  I  said 
here  a  month  ago,  I  cannot  visualize 
a  break  of  cataclysmic  size.  The  DJI 
may  go  below  the  800  level,  perhaps 
by  as  much  as  30  to  50  points,  but  a 
return  to  anywhere  near  last  year's 
lows  is  improbable. 

Gold  Coins 

Hardly  a  week  goes  by  without 
full-page  advertisements  offering  new- 
ly minted  gold  coins  that  are  "legal 
tender"  in  various  countries  all  over 
the  world.  The  coins  are  described  in 
full  detail  and  their  exact  weight  in- 
variably is  given  in  grams,  not  in 
ounces.  Of  course,  this  is  not  mislead- 
ing advertising.  But  how  many  peo- 
ple know  how  much  or  how  little  a 
gram  is?  Well,  a  gram  is  0.0354 
ounces,  and  it  takes  28.34  grams  to 
make  an  ounce. 

Unless  you  buy  these  new  coins  for 
their  beauty  or  their  potential  numis- 
matic value,  you  may  pay  an  out- 
rageous premium  for  the  gold  con- 
tent of  the  coin.  While  a  krugerrand 
weighing  precisely  an  ounce  sells  on- 
ly about  $5  above  the  current  price 
of  gold  bullion,  a  recent  offering  of 
50,000  riel  gold  coins  of  Cambodia 
(Republique  Khmere)  is  no  bargain. 
Described  as  an  "extraordinary  val- 
ue," the  coin  is  priced  on  the  basis 
of  the  "official  exchange  rate"  of  420 
riels  equal  to  one  U.S.  dollar  or 
$119.05  (plus  handling  charge  and 
sales  tax).  The  coin  weighs  6.71 
grams  or  0.2375  ounces,  worth  $35.63, 
taking  gold  at  $150  an  ounce.  In  oth- 
er words,  you  are  asked  to  pay  $500 
for  an  ounce  of  gold!  The  Cambodian 
coin  is  sold  via  a  post  office  box  ad- 
dress in  North  Miami. 

Somewhat  better  values  are  being 
offered  by  Franklin  Mint  (a  100  Idna 
gold  coin   of  Papua   New   Guinea    at 
$130   for   9.57    grams)    and   by    Re 
public  National  Bank  of  N.Y.  (a  LOO 
piso  gold  coin  of  the  Philippines   at 
$133.30   for   9.95   grams).    At    these 
prices   the   buyer   pays   $383.70   and 
$377.60,   respectively,    for   an    ounce 
of  gold,  whereas  he  can  buy  the  one 
ounce    krugerrand    for    about    $153. 
Maybe   these   strange   coins   will    be 
come    rare    collectors'    items     Maybe 
caveat  emptor.  ■ 
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\bu're  going  to  need 
all  the  help  you  can  get 

—so  U.S.News  &  World  Report  is  now  publishing  a  private  newsletter 
that  forecasts  important  trends  affecting  your  business,  investments, 
what  you  buy,  the  taxes  you  pay,  politics,  government  regulations. 


Hang  on  to  your  hat— and  your  wallet. 

Not  in  decades  has  America  seen  any- 
thing quite  like  what's  happening  today. 

That  is,  such  rapidly  changing  busi- 
ness and  economic  conditions,  and  force- 
ful government  action  and  threats  of 
action  to  deal  with  the  changes. 

And  things  will  probably  be  that  way 
for  a  long  time. 

You're  going  to  need  all  the  help  you 
can  get.  In  business.  As  a  family  manager 
and  taxpayer.  An  investor.  A  consumer. 

Now  here's  a  kind  of  help  you  can't 
get  anywhere  else. 

It's  The  U.S.News -Letter.  A  private 
weekly  report  and  forecast  published  by 
the  nation's  most  trusted  weekly  news 
magazine,  U.S.News  &  World  Report. 

Four  quick-reading  typewritten  pages 
on  your  desk  every  week.  So  you  can  help 
keep  yourself  finely  tuned  to  coming 
threats  and  opportunities. 

The  U.S.News-Letter  staff  has  the 
•unique  advantage  of  being  able  to  draw  on  the  vast  editorial 
and   research  capabilities  of   U.S.News  &    World  Report— 
everywhere.   In  Washington,   Wall   Street,   and   the   world's 
major  capitals. 

So  you  get  the  best  of  both  worlds.  The  facilities  and  au- 
thority of  a  top  news  magazine.  Plus  the  frank  opinions, 
specific  predictions  and  shrewd  guesses  of  a  personal  com- 
munication. 

Looking  for  ways  to  do  a  better  job  of  business  planning, 
operating,  in  today's  tough  economic  climate? 

The  U.S.News-Letter  gives  you  experts'  ideas  on  sharpen- 
ing up. 

It  tells  you  what  to  expect  from  government  regulators— of 
consumer-product  safety,  for  example,  or  foods  and  drugs,  oc- 
cupational safety,  equal  opportunity  employment. 

It  puts  you  onto  information  sources  you  might  not  know 
about.  Where  to  write  for  basic  facts  on  things  like  getting 
into  exporting.  Or  how  to  tap  NASA's  rich  store  of  space-age 
technology  in  electronics,  tool  fabrication,  computers,  phys- 
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ical  life  sciences.  Or  how  to  get  a  daily 
legislative  update  by  phone. 

Unhappy  over  something  you  bought 
and  can't  get  satisfaction  from  the  store 
or  dealer?  The  U.S.News-Letter  knows 
how  you  can  get  quick  action  on  things 
like  defective  cars,  appliances,  food  prod- 
ucts, drugs— and  it  tells  you. 

Puzzled  over  where  to  put  your  money? 
The  editors  can  help  clarify  your  choices. 
Tell  you  where  the  Dow  is  likely  to  go. 
Alert  you  to  alternatives  like  "collec- 
tibles." Give  you  guidelines  on  putting 
your  money  into  such  things  as  franchises. 
The  U.S.News-Letter  gives  you  good 
lunch-table  talk,  as  well.  Like  what  may 
change  President  Ford's  mind  about  run- 
ning next  year.  The  starting  positions  of 
the  Democratic  hopefuls  in  the  great 
Presidential  derby.  Rodino's  concern 
about  "monopsony"— control  of  a  market 
by  a  giant  buyer,  not  seller. 

Receiving  The  U.S.News-Letter  is  the 
next  best  thing  to  (and  maybe  sometimes  better  than)  having 
your  own  company  representative  in  Washington,  D.C. 

You  get  first-hand  reports  from  Capitol  Hill  on  legislation 
in  the  works  that  may  change  the  way  you  live  and  make  a 
living,  plus  reasoned  judgments  on  what  will,  and  will  not, 
become  law. 

Practical  information  about  upcoming  tax  changes  that  can 
affect  you  at  home  and  at  the  office.  Last-minute  news  about 
anti-inflation  measures.  Quick  alerts  on  important  new  rulings 
by  the  FTC,  SEC,  FDA,  other  agencies.  "Insider  views"  from 
around  Washington  about  business,  politics,  defense  and  trade 
policies. 

The  cost  of  The  U.S.News-Letter  is  just  $14  for  26  issues- 
little  more  than  50c  a  week.  And  there  is  no  need  to  send 
money  with  your  order . . .  we'll  be  happy  to  bill  you. 

To  start  The  U.S.News-Letter  coming,  mail  card  or  coupon. 
If  not  completely  delighted,  you  have  the  right  to  cancel. 

The  U.S.News-Letter.  Better  at  least  take  a  look.  It  might 
give  you  the  edge  you  need  this  year. 
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The  U.S.  News-Letter 


WASHINGTON 

A  PRIVATE  WEEKLY  REPORT  AND  FORECAST  FROM  U.S.NEWS  &  WORLD  REPORT 


The  US.  News-Letter 

P.O.  Box  5100,  Greenwich,  Conn.  06830 


1 

A5J977 


YES,  I  want  your  help  in  making  business  and  personal 
investment  decisions  in  these  fast-moving  times.  Send 
me  26  issues  of  your  new  weekly  newsletter  so  I  can 
start  using  your  inside  information  and  well-informed 
forecasts.  Bill  me  for  just  $14... less  than  540  an  issue. 
I  have  the  right  to  cancel  if  not  completely  delighted. 

Print  Name 

List  business 

or  home  address, 

as  you  prefer. 


City. 


State. 


.Zip. 


The  Market  Outlook 

Something  Happened 
On  The  Way  To  1000 

By  Sidney  B.  Lurie 


I  would  be  the  first  to  agree  that 
an  aggressively  constructive  case  is  to 
be  on  the  defensive.  But  I  also  be- 
lieve that  something  new  has  been 
added  to  the  market's  internal  health 
that  is  being  overlooked.  In  particular, 
the  extremes  in  past  valuations  be- 
tween so-called  growth  stocks  and 
traditional  stocks  now  have  been 
largely  corrected.  A  typical  list  of  the 
growth  stocks  that  were  featured  in 
the  two-tier  market  of  past  years  now 
sells  at  an  average  of  about  20  times 
this  year's  earnings  possibilities 
against  an  average  of  46  times  earn- 
ings at  their  multiple  high  of  recent 
years.  This  beneath-the-surface  read- 
justment lessens  the  downside  vul- 
nerability of  an  important  segment  of 
the  market,  and  it  makes  for  a  basical- 
ly healthier  overall  stock  market,  too. 

I  also  agree  that  high-yielding 
senior  securities  today— like  the  situa- 
tion a  year  ago  this  time— are  pro- 
viding effective  competition  for  equity 
money.  But  the  fundamental  differ- 
ences between  last  year's  troubles  and 
this  year's  fears  are  more  significant 
to  me  than  the  surface  similarities. 
One,  for  example,  is  the  fact  that  in- 
ventories now  are  being  liquidated 
rather  than  accumulated  as  in  1974, 
with  attendant  strain  on  the  banking 
system.  Another  is  the  fact  that  a 
year  ago  industry's  profit  margins 
were  being  penalized  by  raw  material 
and  component  part  shortages,  where- 
as today  they  have  withstood  the  test 
of  recession.  Moreover,  earnings  now 
are  trending  upward  rather  than 
downward,  and  corporate  liquidity 
has  improved. 

Thus,  I'm  going  to  emphasize  the 
positive  by  pointing  to  a  few  com- 
panies in  which  I  would  like  to  be  a 
partner  via  ownership  of  their  com- 
mon stocks.  Why?  For  one  thing  the 
near  hysteria  regarding  the  trend  of 
interest  rates  and  the  cost  of  living  is 
reminiscent  of  last  fall's  misplaced 
fears,  and  there  seldom  is  any  last- 
ing stock  market  charm  in  the  ob- 
vious. Second,  little  credit  is  being 
given  to  the  world's  continuing  abil- 
ity to  walk  an  economic  tightrope,  as 
well  as  to  our  own  system's  still  un- 
recognized   basic    strengths,    both    of 

Mr.     Lurie    is    a    partner    in    the    New    York    Stock 
Exchange  firm  of  Josephthal    &   Co. 


which  could  eventually  make  for  a 
better-than-now-expected  overall  eco- 
nomic environment. 

For  example,  it  seems  to  me  that 
Alcan  Aluminium  (around  22,  pay- 
ing 80  cents)  is  interesting  in  that  the 
turning  point  is  here  in  the  aluminum 
business  and  that  demand  rose  sharp- 
ly in  all  past  recession  recoveries.  Also 
there  is  virtually  no  chance  of  indus- 
trywide overexpansion  in  coming 
years.  Moreover,  Alcan— the  world's 
leading  primary  aluminum  producer- 
has  a  number  of  special  pluses:  1)  Its 
Canadian  facilities  include  the  largest 
privately  owned  hydroelectric  generat- 
ing capacity  in  the  world,  and  they 
are  almost  fully  depreciated.  2)  The 
company  in  a  sense  is  a  speculation  on 
world  prosperity,  for  only  about  27% 
of  last  year's  shipments  were  sold  in 
the  U.S.  vs.  29%  in  the  European 
Economic  Community  (including 
England).  This  year's  earnings  may 
be  in  the  $1.50  to  $1.75  per-share 
area  against  an  alltime  peak  of  $4.11 
last  year,  and  I  see  better  results  for 
the  company  in  1976. 

Echlin  Manufacturing  (below  20, 
paying  42  cents)  intrigues  me  for  a 
number  of  reasons:  1)  Today's  valua- 
tions are  far  more  realistic  than  those 
of  the  early  1970s,  when  the  compa- 
ny's exploding  growth,  and  the  fact 
that  the  auto  replacement  parts  mar- 
ket grows  much  faster  than  the  econ- 
omy, were  discovered  by  the  institu- 
tional investor.  2)  Echlin  is  well  posi- 
tioned in  today's  replacement  parts 
market  in  that  its  primary  emphasis 
is  on  products  related  to  fuel  economy 
and  pollution.  With  the  company's 
competitive  position  strong  (its  new- 
est product,  an  antiskid  system  for 
trucks,  trailers  and  tractors  is  likely  to 
be  profitable)  and  the  overall  mar- 
ket continuing  to  expand,  I  believe 
fiscal  1975-76  could  produce  a  new 
record.  Earnings  for  the  year  ended 
in  August  are  estimated  at  $1.25  per 
share,  vs.  $1.46  in  fiscal  1974. 

There  are  several  reasons  why  I 
mark  (around  36,  paying  $1.90) 
could  enjoy  higher  1976  earnings  than 
the  $6  to  $6.50  per  share  I  estimate 
for  the  fiscal  year  ending  this  month. 
For  one  thing,  Esmark  next  year  will 
have  the  benefits  of  a  $l-per-share- 
plus  profit   from    soon-to-be-acquired 


Playtex— a  well-managed  producer  of 
feminine  packaged  goods.  Second,  the 
company's  food  processing  division, 
which  supplies  the  basic  necessities 
of  life,  now  has  turned  the  corner  to 
increased  profitability,  and  should  be 
even  more  profitable  in  the  coming 
year.  Third,  the  company's  energy  di- 
vision profits  will  have  the  benefit  of 
increased  natural  gas  supplies.  Last, 
although  the  fertilizer  division,  which 
probably  contributed  over  half  of 
this  year's  earnings,  is  under  some 
suspicion,  I  believe  tonnage  will  be 
up  and  the  company  will  have  the 
manufacturing  profit  of  a  plant  being 
bought  from  Mobil  Oil. 

Almost  everybody  knows  Johns- 
Manville  (around  21,  paying  $1.20), 
but  probably  for  the  wrong  reasons 
inasmuch  as  general  building  prod- 
ucts, as  such,  accounted  for  only  8% 
of  last  year's  pretax  profits,  and  roof- 
ing products  some  19%.  The  two  chief 
individual  earnings  contributors  were 
asbestos  fibers  and  fiberglass  products, 
each  accounting  for  22%  of  pretax  net. 
And  the  asbestos  business  figuratively 
has  been  and  continues  to  be  excel- 
lent, with  the  leading  suppliers  in  ef- 
fect sold  out  for  years  ahead.  Al- 
though this  year's  earnings  probably 
will  be  in  the  $2-$2.25  area  against 
$2.73  in  1974,  there  is  one  factor  that 
should  contribute  to  an  upturn  in 
1976  and  later:  Unlike  as  in  past  re- 
cessions, prices  this  time  have  been 
generally  good  throughout  the  com- 
pany's broad  product  line,  which 
means  a  pickup  in  physical  volume 
will   be  quickly  reflected  in  profits. 

No  Instant  Replay 

I've  begun  to  wonder  if  the  popular 
talk  of  a  slow  and  halting  business 
recovery  has  become  a  little  too  pat 
for  comfort.  For  example,  while  there 
is  no  question  but  that  the  factors 
that  brought  about  the  automobile 
industry's  growth  in  the  Fifties  and 
Sixties  no  longer  exist,  the  more  prac- 
tical consideration  may  be  that  all  the 
signs  point  to  a  sales  upturn  for  the 
industry  in  1976. 

True,  the  days  of  cheap  loud  and 
cheap     fuel     long     have     been     oxer, 

which  brings  to  mind  the  facl  that 
just  as  the  Government  has  developed 

its  own  scries  ol    lead   business   indie  a 
tors,   so  the  slock   market    now   has   its 

own  barometers,  namely:  the  trend  <>l 
interest  rates  and  commodity    prices, 

In   this  connection,   I   still  believe  thai 

1975  will  not  be  a   replaj    ol    197 1, 

lli al    the  latest   statistics  on   both  fronts 

are  a  temporal*)  exaggeration  rather 
than  an  accurate  indicator  ol  things  to 
COme.  The  Stock  market  can  regain  its 

forward  momentum  once  the  things 
it  is  concerned  about  fail  to  become 
reality.   ■ 
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Readers  Say 


(Continued  from  page  11 ) 
your  comment  it  was  dumb  to  ever 
change  such  a  grand  old  name— in 
any  event,  we  did  something  about  it 
before  I  fully  retire,  which  is  very 
soon  now. 

—William  F.  Souder  Jr. 

Chairman, 

Marsh  &  McLennan  Cos. 

Chicago,  111. 

Dry  Turnip 

Sir:  I  have  solved  the  medical  mal- 
practice problem  ( Sept.  1 )  for  myself 
by  chopping  my  liability  insurance  and 
making  sure  the  attorneys  in  the  area 
know  that.  They  can't  squeeze  blood 
out  of  a  dry  turnip. 

—Joseph  N.  Aquilina,  M.D. 
Saginaw,  Mich. 

Keep  Efficient  Workers 

Sir:  In  your  editorial  on  how  bu- 
reaucracies proliferate  (Fact  6-  Com- 
ment, Aug.  15),  you  cite  New  York 
City's  Sanitation  Department,  saying, 
"How's  that  for  a  scary  example  of 
bureaucracy  proliferation  .  .  .  lose  on- 
ly 13%  of  the  workers,  but  50%  of  the 
output!"  If  they're  that  good,  the  city 
should  keep  the  13%  and  fire  the  rest. 

—Wendell  Bard 
Tucson,  Ariz. 

Highest  Quality 

Sir:  The  Brussels  Restaurant  was 
unfavorably  mentioned  in  a  review 
entitled,  "A  Younger  Generation 
Views  New  York  Restaurants"  (Fact 
6-  Com?nent,  July  1 ) .  The  Brussels 
has  for  many  years  been  acknowl- 
edged by  New  York  gourmets  and 
critics  as  a  restaurant  of  the  highest 
quality.  When  I  acquired  the  restau- 
rant a  few  years  ago,  I  dedicated  my- 
self to  improving  still  further  its  qual- 
ity and  reputation.  We  did  not  de- 
serve his  crude  dismissal. 

—Albert  Giambelli 

Brussels  Restaurant 

New  York,  N.Y. 

ContinentatWhat? 

Sir:  In  your  article  on  Shelby 
Cullom  Davis  ( Sept.  1 )  you  say,  "The 
ability  to  discriminate  is  what  got 
him  out  of  Continental  Insurance  in 
1964  when  it .  .  .  changed  its  name 
to  CNA."  It  was  not  Continental  In- 
surance, but  Continental  Casualty 
you  were  referring  to. 

—Timothy  Bailey 
Los  Angeles,  Calif. 

Full  Partner 

Sirs  I  was  concerned  by  the  im- 
plication that  Roman  Weil,  professor 
of     industrial     management     at     the 
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GROWTH...  Jtyji 

GROWTH...      "Wjfo 
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At  MAPCO,  the  trend  continues  up.  Our  Six 
Month  Report  announces  sales  and  revenues 
of  $307,786,307   for  the   12   months   ending 
June  30, 1975.  This  compares  to  $187,882,954 
for  the  comparable  period  a  year  ago. 
To  learn  more  about  this  scrappy  little 
pipeline  company  that  became  a  sub- 
stantial diversified  energy  company, 
write  for  our  latest  report. 

mapco 

a  inc. 

1437  S.  Boulder  Ave. 
Tulsa,  Oklahoma  74119 

SYMBOL  MDA 
NYSE  •  MWSE  •  PSE 


WHERE  WOULD  THE  CAMERA  HAVE  BEEN. 
WITHOUT  A  COLLEGE  EDUCATION? 


Still  making  Daguerreotypes,  prob- 
ably. 

Instead,  photography  is  a  billion- 
dollar  business  today.  Because  inquiring 
minds,  trained  and  honed  on  college 
campuses,  started  looking  into  chemicals 
and  film  and  lens. 

Life-saving  pharmaceuticals.  Hunger- 
fighting  new  rice  and  new  wheat.  Petro- 
chemicals. Radio.  Television.  The  list  of 
billion  dollar  industries  that  got  their  start 
in  college-trained  minds  is  startling. 

You  don't  want  the  flow  of  college- 
bred  new  ideas,  improvements,  inventions 
to  stop.  Ever.  Not  if  you're  a  good  busi- 
nessman. 

So  perhaps  you'd  better  take  a  good 


hard  look  at  how  much  your  company  is 
giving  to  higher  education.  Because  infla- 
tion has  hit  colleges  and  universities  even 
harder  than  most. 

Freedom  to  experiment  is  the  first 
casualty  of  tight  budgets. 

For  the  sake  of  the  future,  "Give  to 
the  college  of  your  choice.  Now."  Who 
knows  what  billion-dollar  business  of 
tomorrow  is  germinating  on  some  college 
campus  today. 


Council  for  Financial  Aid  to  Education.  Inc 
680  Fifth  Avenue.  New  York.  NY.  10019 

A  Public  Service  of  This  Magazine  &   RV1 
The  Advertising  Council  Fp\*l 
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Readers  Say 


Georgia  Institute  of  Technology,  v\ 
not  a  full  partner  in  the  work  we 
have  done  on  general  price  level  ad- 
justed accounting  (Numbers  Game, 
Aug.  15).  Our  names  as  coauthors 
were  listed  in  alphabetical  order;  if 
they  had  been  listed  by  extent  of  con- 
tribution, the  order  would  have  been 
reversed. 

—Sidney  Davidson 

Arthur  Young  Prof,  of  Acct. 

Graduate  School  of  Business, 

Univ.  of  Chicago 

Chicago,  111. 

Complex  Subject 

Sir:    The    article    "Oil    Decontrol: 
Who  Would  Be  Helped;  Who  Hurt" 
(Sept.  1)  did  a  good  job  of  hying  to 
explain   a  very  complex  subject.   The 
analogy    for    entitlements    in    "Who's 
Entitled"  was  especially  good.  In  the 
tables   the  volumes  of  "old"  oil   pro- 
duced   in    1974    for    Continental    Oil 
should   have   read  48,305,000  barrels 
instead  of    10,841,000.   This   also   af- 
fects the  calculation  for  "old"  oil  bar- 
rels  per   share   from   0.214   to   0.955. 
—Colbert  R.  Wilhite 
Manager,  Pension  and 
Investment  Relations, 
Continental  Oil  Co. 
Stamford,  Conn. 

Sir:  You  compare  entitlement  receipts 
with  aftertax  net  income  for  the  pe- 
riod of  January  through  June.  This 
comparison  can  be  misleading  since 
the  income  figure  is  after  tax  and  the 
entitlement  figure  is  before  tax.  Yon 
describe  entitlements  as  confiscatory. 
The  confiscation  occurred  when  Con- 
gress decided  to  hold  the  priee  ol 
"old"  oil  at  its  pre- 1973  level  of  $5.25 
a  barrel  rather  than  allowing  it  to 
rise  to  market  levels.  Refiners  fortu- 
nate enough  to  be  buying  a  large  per- 
centage of  "old"  oil  had  those  costs 
frozen  while  the  cost  of  all  other  oil 
rose  rapidly.  Entitlements  are  simply 
a  device  to  equalize  the  amount  ol 
Frozen  old  oil  among  all  refiners. 

—Robert  T.  McC<>\\  w 

President, 

Ashland  Petroleum  Co.  Dh  . 

Ashland  Oil  Co.,  Inc. 

tahland,  k\ 

Sik:    In    the    table,    Champlin's    Jan 
nary  through  June  net  InCOmfl  should 
have  read  $25.6  million,  not  $1.1    mil 
lion     and     the     latest      12-month     net 
should    have    been    $85.2    million,    not 

2.3  million.  "Old"  oil  production  was 

47,348,000  and  "old"  oil  barrels  pa 
share  was  0.93 1. 

— M  \n\  in  Km  \  1 1  wsm 

Miami,  Fla, 
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I  nOUgrltS  . . .  Business  of  Life 


Intelligence  and  the  spirit 

of  adventure  can  be  combined 

to  create  new  energies,  and 

out  of  these  energies  may  come 

exciting  and  rewarding  new  prospects. 

Norman  Cousins 


Do  not  craze  yourself  with  thinking,       A  great  discovery  is  a  fact 


but  go  about  your  business  anywhere. 
Life  is  not  intellectual 
and  critical,  but  sturdy. 
Ralph  Waldo  Emerson 


whose  appearance  in  science  gives 
rise  to  shining  ideas,  whose 
light  dispels  many  obscurities 
and  shows  us  new  paths. 
Claude  Bernard 


Be  grateful  for  luck 
but  don't  depend  on  it. 
William  Feather 


There  is  need  of  a  sprightly 

and  vigilant  soul  to  discern 

and  lay  hold  on  favorable  junctures. 

Pierre  Charron 


We  make  our  fortunes 
and  we  call  them  fate. 
David  Alroy 


If  your  luck  is  good, 

you  get  credit  for  wisdom. 

Ignas  Bernstein 


Report  followeth  not  all  goodness, 
except  difficult  and  rarity 
be  joined  thereto. 
Michel  de  Montaigne 


Perseverance  and  audacity 
usually  win. 
Dorothee  Luzy 


Too  many  are  too  often  ready 

to  attribute  the  success  of  others 

to  "luck."  Luck  is  usually 

the  fruit  of  intelligent  application. 

The  man  who  is  intent  upon 

making  the  most  of  his  opportunities 

is  too  busy  to  bother  about  luck. 

We  should  concentrate  on 

doing  with  all  our  might  and  mind 

the  thing  that  lies  immediately 

to  hand,  doing  our  best 

hour  by  hour,  day  by  day. 

B.C.  Forres 


Good  luck  beats  early  rising. 
Irish  Proverh 


There  are  no  chances  so  unlucky 
from  which  clever  people 
are  not  able  to  reap  some 
advantage;    and    none   so   lucky    that 
the  foolish  are  not  able  to  turn 
them  to  their  own  disadvantage. 
La  Rochefoucauld 


Even  in  social  life, 
it  is  persistency  which  attracts 
confidence  more  than 
talents  and  accomplishments. 
Edwin  P.  Whipple 


So  Columbus  said,  somebody  show 
me  the  sunset  and  somebody  did 
and  he  set  sail  for  it. 
And  he  discovered  America  and 
they  put  him  in  jail  for  it. 
And  the  fetters  ga\  e  him  welts 
And  they  named  America  after 
somebody  else. 
Ogden  Nash 


The  price  of  greatness 
is  responsibility. 
Winston  Churchill 


If  once  a  man  indulges  himself 
in  murder,  very  soon 
he  comes  to  think  very  little  of 
robbing,  and  from  robbing 
he  comes  next  to  drinking  and 
Sabbath  breaking,  and  from  that 
to  incivility  and  procrastination. 
Thomas  DeQuincey 


There  is,  by  God's  grace, 
an  immeasurable  distance  betv 
late  and  too  late. 
Anne  Swetchtne 
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There  is  a  determinable  difference 
between  the  apparent 
casualness  of  mastery  and 
the  carelessness  of  ignorance. 
Charles  B.  Rogers 


We  mount  to  heaven  mostly  on   the 
ruins  of  our  cherished  schemes, 

finding  our  failures  were  successes. 
Amos  Bronson  Alcott 


Executive  Gift  Suggestions:  Over 
3,000  "Thoughts"  now  available  in 
574-page  book  at  $9.95.  Also  Fact 
and     Comment— the     most     (/noted 

editorials  of  Malcolm  Forbes  in 
hardcover  at  $7.95.  Send  cheek(s) 
to:  Forbes  Inc.,  60  Fifth  Avt ■mie. 
New  York,  N.Y.  10011    \  V.  State 

residents,  add  t%-8%  sales  tax. 


A  Text 


Sent     in     by     Nellie     Rutledge.     Miami 
Fla      What   ,    your     favorite    text?    The 
les    Scrapbook    of    Thoughts    on    the 
Business  of  Life  is  presented    to  senders 
of  texts  used. 


Let   us  run    with   patience   the   race 
that  is  set  l><  fore  us. 
I  li  BREWS  1  2: 1 
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How  Big  A  Slice 

Should  Government  Take? 
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esents  the  paper  machine 
of  the  future. 
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It  uses  wastepaper. 

The  Manchester  Multi-Former*  is  the  fastest  cylinder  paper- 
board  machine  ever  built.  The  most  economical,  the  most 
efficient.  And  it  can  form  anything  from  tissue  paper  to  heavy- 
weight board— all  from  100%  recycled  fibers.  Or  virgin  fibers. 
Scores  of  units  have  been  ordered  so  far  by  American,  Canadian 
and  European  firms.  And  sales  in  the  next  few  years  should  triple. 

Our  Manchester  Machine  Division  made  this  dream  machine. 
We're  the  parent  company. 

And  are  we  proud. 

DIAMOND  INTERNATIONAL 


Diamond  International  Corporation  •  733  Third  Avenue,  New  York,  N.Y.  10017 
Packaging  &  Printing  •  Consumer  Products  •  Building  Materials  &  Home  Supplies  •  Machinery  Systems 


Coming  soon,  the  world's 

first  market  for  trading 

mortgage  interest  rate  futures 


OCT  15.1975 


On  October  20,  the  Chicago  Board 

Trade  will  open  the  first  futures  market 
.or  trading  in  Ginnie  Mae  (Government  National 
Mortgage  Association)  mortgage  interest  rate  contracts. 

This  new  market  will  create  an  opportunity  for  trading 
^ased  on  interest  rate  changes,  with  the  advantage  of  liquidity 
-the  ability  to  change  market  position  quickly  and  easily. 
*t  also  affords  a  new  avenue  for  the  financial  community  to 
decrease  interest  rate  risk  through  hedging. 

Be  ready  on  opening  day  to  take  part  in  this  exciting 
new  contract.  For  more  information  phone  your  broker, 
or  the  Chicago  Board  of  Trade  at  (800)  621-4159, 
or  mail  the  coupon.  In  Illinois  call  (312)  435-3620. 


/    Chicago  Board  of  Trade 
/    Dept.  GNMA-3 
/  LaSalle  at  Jackson,  Chicago,  Ill'nois  60604 

r  Gentlemen: 
Please  send  me  the  free  CBT  booklet  on  trading  in 
interest  rate-related  Ginnie  Mae  futures. 

I  am  interested  in  □  Hedging  □  Speculating 
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Funny  thing  about  Philadelphia. 
It's  not  funny  anymore. 


My  admission  will  no  doubt  result  in  vicious  rumors  being 
circulated  that,  having  given  up  the  berating  of  Philadelphia,  I 
might  next  acquire  a  dog. 

(A  scoundrelly  lie  of  the  basest  sort.) 

I  find  no  humor  in  the  fact  that  Philadelphia  offers  office  space 
and  industrial  land  at  a  reasonable  price,  commercial 
development  at  preferred  rates,  100%  financing  and  a 
multitude  of  other  goodies  to  benefit  business  large  and  small. 

(A  dog  must  still  have  his  toenails  clipped  and  be  wormed 
periodically.) 

That  it  is  one  of  the  nation's  main  transportation  centers  and  its 
busiest  import  port  is  no  tittering  matter. 

That  it  is  the  home  of  eight  "billion  dollar"  banks  and  the  most 
successful  lending  authority  in  the  country  I  determine  to  be 
unworthy  of  even  a  slight  giggle. 

Philadelphia  is  also  the  present  home  of  Dorothea  Fizzdockle, 


who  has  cheeks  like  peaches  and  cream,  does  not  own  a  do< 
and  reminds  me  of  several  occasions  in  Ponca  City,  Oklahoma 

(Are  you  listening,  my  little  Sooner?) 

I  suggest,  therefore,  that  you  put  all  twitting  aside,  ignore  thi 
rumors  and  direct  your  efforts  toward  clipping  the  coupon  o 
employing  the  phone  number  contained  therein. 

(Even  a  dog  would  have  better  sense  than  to  do  neither. 

/  cease  to  twit.  FB1015! 

Please  send  information  on  □  Financing  □  Office  Space  □  Land  a  Other. 


Name. 


.Title. 


Company 


Address. 


The  New  Philadelphia  Story. 

SUITE  1705,  ONE  EAST  PENN  SQUARE.  PHILA.,  PA.  19107.  215-LO  8-4448. 


The  American  Tradesman 


Lives  his  business;  so  do  we. 

Built  the  business  from  letterhead  up;  still  lives  and  breathes  it 
seven  days  a  week.  To  the  American  Tradesman,  the  company  is  his 
baby;  the  employees,  a  second  family. 

He  worries  about  this  family,  healthy  and  sick,  young  and  old. 
That's  where  American  Mutual  steps  in. 

If  an  employee  gets  hurt,  we're  ready  to  help,  24  hours  a  day.  As  a 
leader  in  rehabilitation,  we  keep  the  finest  medical  facilities  at  our 
fingertips.  We  pride  ourselves  on  our  record  for  paying  claims  quickly 
and  fairly. 

Just  as  important,  American  Mutual  offers  unique  services  for  the 
individual  policy  owner.  For  example,  our  Family  Security  Program 
supplies  a  detailed  appraisal  of  one's  personal  insurance  situation. 

For  nearly  90  years,  we've  been  helping  people  like  the  American 
Tradesman  stay  safe,  and  sound. 


/\merican 

/\^UtUGl  We  want  to  keep  you  safe,  and  sound. 

INSURANCE  COMPANIES. 
WAKEFIELD.  MASS  0 1  880 


How  To  Cut  5  to  1 5  Strokes 
Off  Your  Score — Guaranteed! 


i, 


By  Phil  Cooper 

®1975,  Lincoln  Press 
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.f  you  play  golf  I  would  like  to  send  you 
something  that  comes  in  a  plain 
brown  wrapper. 

No  —  not  dirty  pictures  or 
anything  like  that! 

But  it  is  something  that  you  won't  want  your 
friends  and  golfing  partners  to  know  you  have. 

Not  for  a  while,  anyway. 

Here's  why: 

I'm  going  to  send  you  five  minutes  worth  of  read- 
ing material  that  will  show  you  a  guaranteed  way  to 
take  5  to  15  strokes  off  your  golf  score  —  and  do  it 
so  fast  that  your  friends  are  going  to  think  you've 
taken  private  lessons  from  Johnny  Miller. 

I'd  like  you  to  try  this  method  the  very  next  time 
you  play  without  telling  anyone  what  you  are  doing. 

That's  because  I'm  afraid  that  if  you  tell  anyone 
about  the  secret  method  before  you  start  on  it,  they 
might  be  able  to  talk  you  out  of  it.  They'll  try  to  tell 
you  that  there  is  just  no  way  to  improve  your  game 
so  much  without  private,  professional  lessons. 

But  there  is. 

And,  I'm  sure  that  if  you  try  it  privately  for  just 
one  round  of  golf —  no  one  will  ever  be  able  to  talk 
you  out  of  it  then. 

Before  I  go  on,  I'd  like  to  tell  you  that  I  am  not  a 
golf  pro  or  anything  like  that. 

I'm  a  businessman. 

A  short  time  ago,  I  was  a  businessman  who  could 
never  break  100  for  eighteen  holes.  Not  anymore. 

I  still  don't  shoot  in  the  seventies,  but  finally, 
after  years  of  being  little  better  than  a  duffer,  I 
consistently  shoot  in  the  eighties. 

It's  wonderful. 

For  years  I  struggled  to  bring  down  my  score.  I 
tried  everything  —  practice,  practice,  practice  — 
read  miracle  golf  books  —  bought  special  golf 
gloves  —  took  lessons  —  went  to  the  driving  range 

—  everything.  Then,  by  accident,  I  stumbled  onto 
the  real  secret  of  cutting  strokes  off  my  game.  The 
very  first  round  I  played  after  I  discovered  this 
secret,  I  broke  100  for  the  very  first  time. 

The  secret  is  simple  —  but  I'm  not  about  to  give  it 
away  for  nothing.  What  I've  been  able  to  do  is 
"smarten  up"  my  game  — and  by  doing  this  I  took 
almost  30  strokes  off  my  score  all  told.  (I  haven't 
been  able  to  break  70  yet,  but  I  will!) 

I  know  it  sounds  impossible  —  but  I've  actually 
learned  to  "smarten  up"  my  game  —  after  every- 
thing else  I  tried  (and  cost  me  a  fortune)  had  failed 
miserably. 

Before  —  it  seemed  that  I  was  hooking  or  slicing 
on  every  drive  —  continually  in  the  traps  or  rough 

—  and  3-putting every  hole.  After  I  made  my  amaz- 
ingly simple  discovery—  my  drives  went  down  the 
middle  of  the  fairway  —  my  irons  put  me  on  the 
green  —  and  my  putting  improved  tremendously. 

It  was  so  simple,  in  fact,  that  I  haven't  yet  figured 
out  why  no  one  ever  thought  of  it  before.  But,  since 
I've  read  every  book  on  golf  1  could  find  —  and 
tried  all  the  "gimmicks"  —  I  can  assure  you  that 
I've  never  seen  this  secret  printed  anywhere 
before. 

When  my  friends  saw  how  much  my  game  had 
improved  they  asked  me  to  give  them  my  secret.  I 
typed  out  the  complete  details  on  my  secret  —  the 
step-by-step,  easV-to-follow  method  that  had  cut  all 
those  strokes  off  my  game.  For  lack  of  a  better 
name  I  called  it  "The  Phil  Cooper  Golf  Improve- 
ment Plan." 

I  gave  it  to  three  friends  who  make  up  my  regular 
foursome.  It  worked  for  them,  too.  Their  game 
improved  as  much  as  mine. 

Now,  you  and  I  both  know  that  there's  a  lot  of 
money  to  be  made  for  the  person  who  comes  up 
with  a  method  for  cutting  strokes  —  a  method  that 


really  works.  I  am  certain  that  I  have  done  just  that! 

But,  was  our  new  golfing  success  a  fluke? 
Perhaps  there  was  something  special  about  our 
foursome  that  made  this  "miracle"  possible.  I 
don't  believe  that  for  a  moment! 

However,  I  MUST  PROVE  IT  NOW! 

For,  once  I  prove  that  my  golf  secret  works  — 
really  works  —  I  will  offer  it  to  all  golfers  for  $25  — 
and  it  will  be  worth  every  penny  of  it.  (How  many 
times  have  you  said  to  yourself  that  you'd  pay  a 
fortune  to  take  15  strokes  off  your  score?) 

So,  to  prove  that  my  secret  works  for  all  golfers 

—  I'll  teach  it  to  you  —  and  to  a  limited  number  of 
other  golfers  —  for  little  more  than  the  price  of 
having  it  printed  up. 

Remember,  I'm  willing  to  do  this  for  my  own 
selfish  reason.  Once  YOU  have  succeeded  —  once 
YOU  have  taken  off  those  strokes  —  I'll  probably 
make  a  mint  when  I  offer  the  PROVEN  plan 
through  newspapers  and  magazines. 

But,  you  must  make  me  a  promise.  You  must 
report  your  stroke  losses  to  me  promptly  —  first 
when  you  take  5  strokes  off  your  score  —  then 
when  you  break  100  —  when  you  break  90.  This  will 
be  the  proof  I  need. 

I  feel  certain  that  it  makes  no  difference  whether 
you  are  a  man  or  a  woman  (it  works  for  both)  — 
whether  you  are  young  or  old  —  whether  you've 
taken  lessons  or  not  —  THIS  METHOD  WILL 
WORK  or  it  won't  cost  you  a  single  penny! 

There  is  only  one  way  for  you  to  see  if  I'm  right 

—  to  get  your  guaranteed  copy  of  "The  Phil  Cooper 
Golf  Improvement  Plan"  —  and  that's  to  order  it 
now  —  by  mail.  It's  not  yet  available  at  any 
bookstore  or  pro  shop  in  the  world  —  at  any  price. 


In  fact,  you  might  be  interested  to  know  that  the 
Plan  has  been  Registered  and  Copyrighted  with  the 
U.S.  Government  so  that  the  secret  cannot  be 
copied  or  stolen. 

Furthermore,  you  can  order  it  without  a  worry 
because  you  are  protected  by  an  ironclad,  100% 
no-risk  Double  Guarantee  of  cutting  strokes  from 
your  game: 

1)  If  you  don't  like  the  Plan  when  it  arrives  —  for 
any  reason  under  the  sun  —  send  it  back  for  a 
full  refund  —  absolutely  no  questions  asked. 

2)  Or,  keep  and  use  the  Plan  for  as  long  as  you 
like.  You  are  still  protected.  You  must  cut 
those  strokes  from  your  score  —  or  return  the 
Plan  at  any  time.  You  still  get  every  penny  of 
your  money  back  without  quibble  or  question. 
You  are  the  sole  judge  and  jury.  Isn't  this  the 
fairest  guarantee  you've  ever  seen? 

To  get  your  guaranteed  copy  of  "The  Phil 
Cooper  Golf  Improvement  Plan"  — 

1)  Print  your  name  and  address  clearly  on  the 
enclosed  Order  Form. 

2)  Attach  your  check,  cash  or  money  order  for 
just  $10. 

3)  Mail  to  me:  Phil  Cooper,  2525  E.  21st  Street, 
Tulsa,  Oklahoma  74114. 

Let  me  repeat.  It  makes  absolutely  no  difference 
how  many  ways  you've  already  tried  to  improve 
your  game  dramatically  —  your  time  for  real  suc- 
cess has  finally  come. 

Send  for  your  guaranteed  copy  of  my  Golf  Im- 
provement Plan  as  soon  as  you  can  —  TODAY  if 
possible. 

MAIL  THIS  COUPON  TODAY 

Make  your  check  payable  and  mail  to: 

Phil  Cooper 

2525  East  21st  Street 

Tulsa,  Oklahoma  74114 

Yes!  1  want  to  cut  strokes  off  my  score  once  and 
for  all.  Rush  me  my  guaranteed  copy  of  your  Golf 
Improvement  Plan.  Here  is  my  $10. 1  promise  I  will 
report  to  you  when  I  have  broken  90  —  when  I  have 
broken  80.  I  understand  that  I  run  absolutely  no 
risk  since  I  am  protected  by  your  100%  Double 
Guarantee  of  golfing  improvement  shown  above. 
Thank  you  for  this  chance  to  share  your  golf  im- 
provement secret! 


You  May  Charge  My: 
D   Master  Charge    □  BankAmericard 


Acct  # 


Inter  Bank  #  

(Master  Charge  only  above  your  name) 

Card  Expiration  Date   

Signature 


Print  Name 
Address  


Mr. 

Mrs. 
Miss 


City  _ 
State 


Zip 


01-613 


D    Please  send  the  material  airmail.    I  am 
enclosing  an  extra  $2.00  to  cover  the  cost. 


Avis  is  a  registered  trademark  of  Avis  Rent  A  Car  System,  Inc.  © 


'There  now,  that  didn't  take  long,  did  it?' 


Name?  Address?  Company?  Zip?  car  faster  than  Avis,  once  you  make  make  automobiles,  featuring  those 

Compact?  Mid-size?  Method  of  pay-  a  reservation  with  your  free  Wizard  engineered  by  Chrysler, 

ment?  Give  up?  Number.  More  importantly,  we're  the  people 

Avis  does  not  want  you  to  go  And  on  the  return  trip,  no  one  can  of  Avis,  trying  harder  and caring  more, 

through  this.  get  you  out  and  on  your  way  quicker.  And  part  of  trying  harder  and 

That's  why  no  one  can  get  you  a  We're  the  Avis  System,  renting  all  caring  more,  is  renting  faster. 
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Good-Bye,  Cheap  Lunch 


Sometimes  one  finds  the  truth  very  close  to  home.  Staff  Writer  David  Warsh 
was  pondering  some  sentences  for  the  cover  story  ("The  Great  Fiscal  Illu- 
sion," p.  31 )  when  he  happened  to  look  out  the  window.  "I  watched,"  Dave 
says,  "while  a  strapping  New  York  cop  wrote  out  a  ticket— for  the  second 
time  that  day— to  our  neighborhood  hot-dog  vendor,  Dimitrios  Kethies. 
Now  here  was  an  $18,000-a-year  policeman,  paid  with  my  taxes,  trying  to 
chase  away  the  only  cheap  lunch  in 
our  neighborhood.  The  cop,  of  course, 
was  doing  his  duty.  The  question  is: 
Should  that  be  his  duty?  To  force  me 
to  walk  six  blocks  farther  and  pay  a 
dime  more?  To  crush  this  small  enter- 
prise? Kethies  likes  his  work;  so  do  I. 

"Now  if  the  vendor  would  stop 
selling  hot  dogs  and  go  on  welfare, 
the  cop  would  stop  harassing  him, 
but,  of  course,  our  taxes  would  go  up 
and  so  would  our  lunch  bills."  Which, 
in  microcosm,  is  the  subject  of  our 
cover  story:  the  high  cost  of  our  long- 
standing tendency  to  let  the  govern- 
ment get  into  everything. 

Working  with  Warsh  on  the  story 
was  our  newest  researcher-reporter, 
Paul  Blustein.  The  subject  reminded 
Paul  of  his  tutor  at  Oxford  University, 
the    philosopher    J.R.    Lucas,    whose 

Principles  of  Politics  bears  this  message:  Men  are  imperfect,  and  until  such 
time  as  they  aren't  it  will  be  impossible  to  reconcile  our  freedom  completely 
with  1  the  other  things  we  would  like  our  %-cU  -v  to  have:  -justice,  equality, 
economic  welfare,  high  moral  standards. 

What  has  such  high-flown  moral  philosophy  to  do  with  a  cop  chasing  a 
hot-dog  vendor?  Look  at  it  this  way:  Have  we,  in  our  search  for  perfect 
equality  and  justice,  ended  up  by  creating  a  society  where  cops  are  paid 
to  force  people  unwillingly  onto  welfare  (and  incidentally  to  deprive  us  of 
a  cheap  lunch)  ?  That,  you  might  say,  is  what  the  cover  story  is  all  about. 


While  Researcher  Alison  Stolzman  was  checking  our  Money  Man  for  this 
issue,  its  subject,  Baltimore's  T.  Rowe  Price,  wondered  whether  Forbes 
readers  would  be  interested  in  knowing  which  gold  stocks  Price  himself 
had  recently  purchased.  Stolzman  said  indeed  we  thought  they  would.  So 
here,  too  late  to  add  to  the  article,  are  Price's  gold-plated  choices: 


Anglo  American  Gold 
Vaal  Reefs 
West  Driefontein 
Dome  Mines 
President  Steyn 


Gold  Fields  of  South  Africa 

Homestake 

ASA 

Kloof  Gold  Mining 

Western  Areas 


For  a  limited  portfolio,  Price  says  he  would  suggest  the  first  five;  but  he 
himself  prefers  the  greater  diversification  contained  in  the  list  of  ten.  If  you 
want  to  know  why  Price  is  buying  these  stocks  and  how  he  differs  from 
the  run-of-the-goldbugs,  the  article  begins  on  page  75.  ■ 


SWISSAIR  GOB  WHERE 
YOU'RE  GOING  IN  AFRICA. 


The  next  time  your  business 
takes  you  to  both  Switzerland  and 
Africa,  consider  Swissair.  Swissair 
started  flying  passengers  and  cargo 
to  Africa  back  in  1947.  Today  we 
can  give  you  a  choice  of  23  different 
DC-9,  DC-8  and  wide-bodied  DC- 10 
flights  a  week  from  Zurich  and 
Geneva  to  1 7  different  cities 
throughout  the  African  continent. 

Besides  being  a  logical  gateway 
from  Europe  to  Africa,  Switzerland 
is  right  in  the  center  of  Europe.  It's 
the  hub  of  the  European  financial 
and  business  world.  And  it  offers 
you  the  perfect  opportunity  to 
spend  a  few  days  of  pure  relaxation. 
So  all  in  all  it's  an  ideal  place  to 
plan  your  trip  around.  There  are 
frequent  plane  connections  to  and 
from  Switzerland.  So  you  can  get  to 
your  business  as  quickly  as  you 
have  to.  No  matter  where  it  is. 

Getting  from  the  United  States 
and  Canada  to  Switzerland  is  just 
as  simple  as  getting  from  Switzer- 
land to  Africa.  Swissair  is  the  only 
airline  flying  roomy,  comfortable, 
wide-bodied  planes  to  Zurich  and 
Geneva.  You  can  get  747  service 
every  day  from  New  York.  And 
DC- 10  flights  5  days  a  week  from 
Boston  and  Chicago.  Plus  4  DC- 10 
flights  each  week  from  Toronto  and 
Montreal. 

For  reservations  and  information 
call  your  travel  agent,  your  corpo- 
rate travel  consultant,  or  local 
Swissair  office. 
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Trends  &Tangents 

Foreign 

English  Wine 

Starting  from  scratch  after  World 
War  II,  English  wines  have  captured 
20%  of  the  home  market  and  are  now 
being  exported  to  the  Continent, 
North  America,  Australia  and  Japan. 
About  400  acres  in  40  vineyards  in 
southern  England  produce  an  average 
of  2,000  bottles  an  acre.  Some  vine- 
yards—for example,  Pilton  Manor  and 
Felsted— produce  high-quality  wines. 
The  best  English  wines  are  dry  white 
wines  that  need  only  150  days  a  year 
of  50-degree  temperatures  to  flourish. 
The  infant  industry  does  face  two  ma- 
jor problems:  developing  virus-re- 
sistant vines  and  devising  a  way  to 
ward  off  the  flocks  of  blackbirds  that 
often  ruin  small  vineyards. 


Business 

Classes  For  Bosses 

Pepperdine  University  (Los  An- 
geles) is  offering  graduate  business 
school  courses  for  chie'  executives. 
But  instead  of  the  student  going  to 
school,  Pepperdine  brings  the  school 
to  these  key  students.  Only  18  ex- 
ecutives may  enroll  in  the  program, 
which  runs  two  days  a  month  for  16 
months.  Faculty  is  flown  to  classes  in 
California,  Texas  and  Hawaii,  and  stu- 
dent bosses  receive  additional  individ- 
ual tutoring  from  Ph.Ds  at  local 
schools.  Staff  professors,  including 
guest  lecturers  like  Dr.  Peter  Drucker, 
must  have  corporate  experience  and  a 
Ph.D.  Students  must  have  $7,500. 

The  Stay-At-Homes 

Singles  these  days  are  swinging  less, 
it  seems.  Rather  than  moving  out  on 
their  own,  young  singles  are  either 
doubling  up  or  staying  home  with 
Mom  and  Dad.  And  since  over  the  past 
four  years  young  singles  have  ac- 
counted for  more  than  50%  of  the  in- 
crease in  rented  households,  this  stay- 
at-home  trend  has  depressing  implica- 
tions for  the  already  depressed  apart- 
ment market.  Detroit-based  housing 
specialist  Advance  Mortgage  Corp. 
predicts  that  fewer  than  200,000  new 
units  will  be  started  this  year,  the 
lowest  annual  apartment  building  ac- 
tivity on  record.  And  Advance  singles 
out  the  sagging  singles  market  as  a 
major  factor  in  the  decline. 

"Everybody,  Inc." 

The  largest-capacity  telecommuni- 
cations cable— 4,000  phone  conversa- 
tions at  once— ever  to  span  the  Atlan- 


tic is  being  installed  by  an  unprece- 
dented number  of  international  part- 
ners, including  AT&T,  ITT  World 
Communications,  RCA  Global  Com- 
munications, Western  Union  Interna- 
tional and  the  telecommunications 
entities  of  Austria,  Belgium,  Den- 
mark, France,  Finland,  Germany, 
Greece,  Ireland,  Italy,  the  Nether- 
lands, Norway,  Portugal,  Spain,  Swe- 
den, Switzerland  and  the  United 
Kingdom.  The  $191-million  system, 
which  will  stretch  from  Green  Hill, 
R.I.  to  St.  Hilaire  de  Riez  in  France, 
is  being  built  to  keep  pace  with  the 
volume  of  calls  between  the  U.S.  and 
Europe,  which  has  been  increasing 
about  30%  annually  in  recent  years. 

Field  Vice 

People  no  longer  worry  about  deci- 
bel levels  only  at  discotheques  and 
rock  concerts:  Even  the  farmer  is  not 
safe,  according  to  the  findings  of  two 
doctors  associated  with  Holland's  Phil- 
ips' Lamp.  Most  tractors  were  found 
to  produce  a  noise  level  of  90  deci- 
bels when  standing  still  with  the  en- 
gine running  and  95  decibels  when 
in  motion.  A  noise  level  of  80  to  90 
decibels  can  affect  people  with  sensi- 
tive hearing;  over  90  decibels  on  a 
continuous  basis  is  dangerous  for  ev- 
eryone. A  simple  solution:  Earmuffs 
are  cheaper  than  engine  muffs.   ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  □  1  year  $15.00 
D  3  years  $30.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  orders, 
add  $4  a  year;  other  foreign,  add  $9 
a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 
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MONEY-MAKING 
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Gentlemen:  Please  send  me 
details  on  how  MUZAK  can  help 
increase  productivity. 

Name 

Company. 

Address 

City 


State. 


-Zip. 


MUZAK  CORPORATION 

100  Park  Avenue,  New  York,  N.Y.  10021 


THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one  of 
America's  well  known  diamond  cutters. 
Pay  only  actual  market  price.  We  refund 
all  monies  unless  your  own  appraisal 
shows  value  %  to  ¥2  higher. 

OVER  5,000  STYLES  $100.  to  $100,000 
Send  for  FREE  92-page  Catalog! 

EMPIRE  DIAMOND  CORP.,  Dept.  46,  66th"fL_ 
Empire  State  Bldg.,  New  York,  N.Y.  10001 

Name 

Address Zip 


ANTIQUE  SCIENTIFIC 
INSTRUMENTS 

Please  send  $2  for  our  new, 
illustrated  Catalog  111  V 

HISTORICAL  TECHNOLOGY,    INC. 

6  Mugford  Street 

Marblehead,  Mass.  01945 
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Readers  Say 


No  Protest  There 

Sin:  Re  your  article-  on  nuclear 
power  {Sept.  1).  I  understand  that 
Russian  nuclear  units  are  simple,  un- 
complicated and  lack  many  of  the 
safety  systems  of  American  reactors. 
I  had  dinner  one  night  with  the  chief 
engineer  of  the  Russian  Atomic  Ener- 
gy Commission,  who  told  me  many  of 
their  nuclear  units  were  located  near 
or  in  cities.  When  I  asked  him  if  there 
wire  any  objections  from  residents 
nearby,  he  smiled  and  said,  "We  have 
no  objections." 

—Donald  R.  McCammond 

Vice  President, 

Virginia  Electric  and  Power  Co. 

Richmond,  Va. 

Regulatory  Overkill 

Sir:  Re  your  editorial  "I'm  Clad 
Ford  Motor's  Fighting"  (Fact  6-  Com- 
ment, Oct.  1 )  concerning  the  Trans- 
portation Dept.  order  to  recall  600,000 
1968  and  1969  cars  for  an  alleged 
seat  defect.  We  finally  reached  the 
point  of  no  return  on  what  we  con- 
sidered to  be  regulatory  overkill.  The 
outcome  is  in  the  hands  of  the  courts, 
where  we  hope  to  prevail. 

—Lee  A.  Iacocca 

President, 

Ford  Motor  Co. 

Dearborn,  Mich. 

Is  He  Consistent? 

Sir:  In  Readers  Say  [Oct.  1)  Dr. 
Joseph  N.  Aquilina  complained  about 
malpractice  suits  and  used  the  old 
wheeze  "they  can't  squeeze  blood  out 
of  a  dry  turnip."  I  wonder  if  he  as  a 
physician  applies  the  same  logic  to  his 
patients'  billings?  Has  he  reduced  his 
billings  by  the  amount  he  saves  by 
canceling  his  liability  insurance? 

— A.D.  Keyfel 
Rakersfield,  Calif. 

Stick  To  Your  Knitting 

Sir:     I    was    astonished    by    your 

"Three  Cheers  For  Mrs.  Ford"   {Fact 

&■  Comment,  Sept.  15).  Your  field  of 

competence  is  business,  not  morality. 

— Lawrentce  F.  Sullivan 

Rrockton,  Mass. 

Sir:  The  First  Lady  is  not  expected 

to  be  a  champion  of  new  moral  values. 

—Harrison  W.  Kimrrell 

Mt.  Pleasant,  S.C. 

Sir:  The  real  issue  is  that  the  ques- 
tion Mrs.  Ford  was  asked  was  highly 
inappropriate,    in    bad   taste    and   im- 
pertinent.   It    is    none    of    anybody's 
(Continued  on  page  138) 


In  74  this  ad  * 
was  a  timely  warning 
...it's  timely  again. 

In  late  August  of  this  year  an  official  of  one  of  the 
Middle  East  countries  was  quoted  as  saying  that  OPEC 
nations  would  continue  to  use  oil  embargoes  as  a  weapon 
if  they  felt  their  survival  was  threatened. 

Yes,  it  can  happen  again. 

And  we  strengthen  the  crippling  effects  of  another 
embargo  by  increasing  instead  of  decreasing  our  oil 
imports.  It's  true,  we  are  actually  importing  more  oil 
today  than  we  did  in  early  '74. 

We  are  living  dangerously... unnecessarily. 
Today,  as  it  was  a  year  and  a  half  ago,  the  answer  to  the 
threat  is  our  superabundance  of  coal.  Use  it  fully  and 
America  can  conserve  vast  amounts  of  oil  for  uses  where 
there  is  no  substitute. 

America  needs  to  make  a  national  commitment  to  coal. 
And  all  Americans  need  to  make  a  personal  commitment 
to  conservation.  COAL  AND  CONSERVATION - 
strong  weapons  against  another  crippling  embargo. 

Doesn't  it  make  sense  to  protect  ourselves? 

Do  you  agree?  Check  the  box  and  mail  it  to  us. 
American  Electric  Power  Company,  Inc. 
Dept.  8D,  Two  Broadway,  N.Y.C.,  N.Y.  10004 


□  I  AGREE 


□  I  DISAGREE 
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It  happened  to  us  once. 
It  can  happen  again. 

And  again. 


As  long  as  we  remain  so  depen- 
dent upon  oil  imports,  a  crippling 
embargo  can  happen  again. 

But  not  if  we  reassess  our  fuel 
assets  and  take  the  actions  neces- 
sary  to  make  us  more  self- 
sufficient.   v 

What  is  the  best  and  fastest  way? 

Not  the  exotic  paths  of  geo- 
thermal,  tidal  or  solar  energy.  As 
intriguing  as  they  may  seem  they're 
probably  decades  away  from  be- 
ing our  answer. 


Coal 


and  electricity  gener- 


ated by  coal  ...  is  the  answer. 

America  owns  half  the  world's 
known  supply.  And  coal  composes 
nearly  90%  of  our  fossil  fuel  re- 
sources. 

We  must  begin  a  crash  program 
to  dig  it  and  put  it  to  work  as 
quickly,  cleanly  and  efficiently  as 
possible. 

We  must  make  it  practical  for 
companies  to  invest  in  mine  de- 
velopment and  for  people  to  work 
in  mines. 

We  must  make  the  necessary 
modifications  in  the  Clean  Air  Act 


so  that  more  of  our  coals  may  be 
burned. 

We  must  release  the  vast  re- 
sources of  U.S.  Government- 
owned  low  sulfur  coal  in  the  west. 

Unless  we  do  vhese  things  we 
will  remain  vulnerable  to  an  oil 
embargo  that  can  happen  again. 

And  again. 

But  worse,  we  will  create  a 
shortage  of  electric  power  that  will 
touch  the  life  of  every  American 
and  plunge  our  country  into  eco- 
nomic chaos. 

That's  not  fiction  —  that's  fact. 


American  Electric  Power  Company,  Inc. 

Subsidiaries: 
Appalachian  Power  Co.,  Indiana  &  Michigan  Electric  Co.,  Kentucky  Power  Co.,  Kingsport  Power  Co.,  Michigan  Power  Co.,  Ohio  Power  Co.,  Wheeling  Electric  Co. 


Our  newest  invention 
will  go  unnoticed. 


It's  the  true  taste 
of  chocolate  made  entirely 
without  chocolate  (and 
without  the  vagaries  of 
today's  cocoa  market). 
From  Monsanto 
Flavor/ Essence,  Inc. 
It  means  that  now  manufacturers 
can  produce  chocolate-flavored  products 
of  all  kinds  and  maintain  a  consistent 
profit  margin.  Free  from  the  price 
fluctuations  of  real  cocoa. 

What's  more,  our  chocolate  flavor 
has  outstanding  stability  and  shelf  life. 
Materials  and  production  methods  need 
not  change.  But  the  biggest  non-change 
of  all  is  taste. 

Our  artificial  chocolate  actually  tastes 
like  the  real  thing,  and  nothing  else. 
It's  sweet  news  from  U^^^ 

the  science 
company. 

FOP  OUR  UMEST  ANNUAL  REPORT 
WRITE  F3  MONSANTO  COMPANY 
800  N  LINDBERGH  BLVD 
ST  LOUIS,  MC 

T  MONSANTO S 'AMERICA  ! HE  I  FUL'SHOV  ;T  DISNEY  WORl  D  IN  FLORIDA  IT  S  OUR  Bi<  UTE  TO  Tl 


Puerto  Rico  offers 

free  worker  training  and  up  to 

25%  wage  reimbursement 

for  two  years -if  you  qualify 


Puerto  Rico  adds  an  unprecedented  wage  reimbursement 
program  to  its  long  list  of  profit  incentives. 

Those  incentives  include  free  worker  training  programs 
and  100%  exemption  from  ajl  taxes,  both  federal  and  local. 


Would  you  consider: 

Opening  a  plant  in  Puerto  Rico  to 
produce  goods  not  currently  manufac- 
tured on  the  island? 

Establishing  an  operation  in  an 
area  where  there's  chronically  high 
unemployment? 

Reopening  an  inactive  facility? 

Or  setting  up  a  plant  that  employs 
500  or  more  production  workers? 

If  you  can  answer  "yes"  to  any  one 
of  those  questions,  you  are  in  a  posi- 
tion to  reap  the  benefits  of  the  most 
liberal  and  comprehensive  industrial 
incentive  offered  anywhere  in  the 
world  today. 

Covers  wages,  bonuses, 
vacations 

For  a  limited  time,  Puerto  Rico  will 
reimburse  you  up  to  25%  of  your  direct 
labor  costs  for  the  first  two  years  of  opera- 
tion. Payment  will  be  made  in  the 
third  and  fourth  year.  This  unprec- 
edented program  includes  wages, 
annual  bonus  and  vacation  payments 
to  production  workers. 

Why  has  this  U.S.  island  devel- 
oped such  a  unique  industrial  incen- 
tive? Simple.  When  a  manufacturer 
starts  a  new  plant  or  revives  a  discon- 
tinued operation,  he  creates  jobs  for 
some  of  the  150,000  workers  available 
in  Puerto  Rico  for  immediate  employ- 
ment. And  that  helps  reduce  the 
island's  current  19  percent  unemploy- 
ment rate. 

But  the  new  wage  incentive  pro- 
gram is  just  the  beginning. 

Free  worker  training  programs 

Puerto  Rico's  Pre-Employment  Train- 
ing (P.E.T.)  will  pay  the  full  cost  of 


recruiting,  testing  and  instructing  300 
or  more  workers.  They  will  learn  their 
skills  on  the  same  equipment  your 
production  line  requires.  P.E.T.'s  aim 
is  to  have  production  workers  ready  to 
man  your  Puerto  Rican  plant  from  the 
day  it  opens  and  to  provide  additional 
skilled  workers  as  you  need  them. 

Record-breaking  productivity 

A  further  reason  for  opening  a  plant  in 
Puerto  Rico  is  the  proven  productivity 


Worker  return  of 

production  dollars  for  every 

dollar  of  wages  earned 

Pennsylvania $2.98 

Illinois $3.37 

Massachusetts $3.59 

California $3.73 

NewYork $3.75 

New  Jersey $3.76 

U.S.  National  Average $3.36 

PUERTO  RICO $4.03 


of  the  workers  on  the  island.  Accord- 
ing to  figures  computed  from  the  latest 
U.S.  Census  of  Manufacturers,  a 
worker  in  Puerto  Rico  returns  $4.03  in 
value  for  each  and  every  dollar  paid  in 
wages.  This  is  the  highest  return  of  any 
major  U.S.  industrial  location  and  it  is 
well  above  the  U.S.  national  average 
of  $3.36. 

Low  labor  turnover 

One  reason  behind  the  high  produc- 
tivity of  the  Puerto  Rican  worker  is 
the  personal  loyalty  of  employees  to 
the  companies  they  work  for.  This  is 


reflected  in  a  monthly  average  labor 
turnover  of  only  2.2%,  compared  to 
3.4%  for  the  U.S.  mainland. 

Another  boost  to  productivity  is 
the  Puerto  Rican  worker's  low  ab- 
senteeism rate  —  an  average  of  5.9%,  as 
against  a  6.9%  average  for  workers  on 
the  mainland. 

100%  tax  exemption 

The  major  appeal  of  Puerto  Rico  to 
profit- conscious  U.S.  manufacturers 
continues  to  be  total  tax  exemption. 

Although  the  island  is  a  part  of  the 
U.S.,  federal  taxes  do  not  apply.  And 
you  enjoy  100%  exemption  from  all 
local  taxes.  That  means  no  corporate 
income,  property  or  municipal  taxes  or 
license  fees.  And  exemptions  extend 
for  periods  of  up  to  30  years  depending 
on  plant  location. 

For  more  information  on  100%  tax 
exemption,  the  25%  wage  incentive, 
and  other  attractions  mail  the  coupon 
below.  Today. 


Commonwealth  of  Puerto  Rico 
Economic  Development  Administration 
Dept  FB-18, 1290  Ave.  of  die  Americas 
N.Y.,  N.Y.  10019 

I  would  like  more  details  on  your  new 
25%  wage  incentive.  Also  please  send 
me  your  free  booklet,  "Puerto  Rico: 
Profit  Island,  U.S.A.,"  which  explains 
how  100%  tax  exemption  and  other 
industrial  incentives  have  created  in 
Puerto  Rico  a  profitable  climate 
unmatched  anywhere  else  in  the  U.S. 
The  products  I  might  be  interested  in 
manufacturing  in  Puerto  Rico  are 


Na 


Title 


Company. 

Address 

City 


State . 


-Zip. 


@  1975,  Commonwealth  of  Puerto  Rico 


LOME  STAR  INDUSTRIES. 

IN  1HE  RIGHT  PUCE  ATTHE  RIGHTT1ME. 


Home  Care  Retailing.  Americans  are  hammering  and  saw- 
ing and  fixing  and  improving  things  at  a  record  pace  The 
do-it-yourself  trend  shows  no  sign  of  slowing  down   Lone 


Star,  already  near  the  top  in  this  market  through  its  network 
of  Home  Care  Centers,  has  both  the  expertise  and  the 
resources  to  play  an  even  larger  role  in  this  thriving  field 


Exciting  things  are  happening  at  Lone 
Star  Industries  these  days.  1 974  was 
the  second-best  earnings  year  in  the 
company's  history,  despite  the  gen- 
erally sluggish  state  of  the  economy 
We've  also  broadened  our  manage- 
ment team  and  renewed  our  commit- 
ment to  the  two  major  areas  of  our 
greatest  strength,  which  represent  our 
greatest  profit  potential. 

As  a  company,  we  feel  that  we're  in 
the  right  place  at  the  right  time,  poised 
for  the  growth  years  ahead.  And  we're 
ready  to  make  the  most  of  it. 

If  you'd  like  to  know  more  about  us, 
write  to  us  at  One  Greenwich  Plaza, 
Greenwich,  Connecticut  06830 


LONE  >-r 
STAR  M 
INDUSTRIES 


"With  all  thy  getting  get  understanding' 


Fact  and  Comment 


LET'S  NOT  OVERDO   FINANCING  DETENTE 

Detente  between  the  West  and  Russia  and  her  satellites  to    finance    trade    with    the    detented    Reds    would    be 

is  a  vast  improvement  over  the  Cold  War  waged  so  long,  most  foolish, 
expensively  and  unproductively.  At  the  end  of  last  year  the  Soviet  bloc  had  $14  bil- 

But  detente  to  work  must  be  of  mutual  benefit,  a  two-  lion  in  such  credits,  and  it  is  estimated  that  by  the  end 

way  operation.  For  the  United  States  and  Russia  to  reach  of  this  year  the  sum  will  be  $25  billion, 
a  meaningful,  enforceable  agreement  on  nuclear  standoff  Selling    Russia  and    her    satellites    Western    factories, 

is   the   ultimate   mutual  benefit.   And  if  in   the   name   of  Western  technology,  Western  goods  and  Western  food  is 

detente  the  U.S.  and  the  U.S.S.R.  can  work  even  slightly  one  thing.  To  do  it  principally  through  long-term  "loans" 

toward   cooling   off   rather   than   heating   up   the    Middle  could  well  be  just  like  giving  it  to  them.  If  we  want  to 

East  conflict,  that's  all  to  the  good.  give  away  what  we  make  and  what  we  grow,  I  can  think 

For  the  West,  though,  to  overdo  the  lending  of  $billions  of  many  far  worthier  recipients. 

SUCH  A  SENSIBLE   SUGGESTION  IS   STARTLING 

From  all  the  controversy  over  wheat  sales  to  Russia,  one  surplus  for  an  equivalent  dollar  amount  of  Russian  oil. 

eminently  sensible  suggestion  has  emerged  from  several  Something  we  must  have  for  something  they  must  have, 

sources  at  about  the  same  time.  It  seems  so  sensible  that  in  all  probability  it  will  not 

To  wit— that  we  swap  American  wheat  from  our  record  get  done. 

THE   DECLINING  PRICE  OF  GOLD 

I  hate  (not  really!)  to  say  we  told  you  so,  but  we  did.  And  often. 

ARTHUR  BURNS  MORE  BRIDGES 

If  he  had  any  left,  that  is.  I  guess  Arthur's  current  noncontroversiality  and  popu- 

Our  Arthur  of  the  Reserve  was  moved  to  publically  un  larity  encouraged  him  to  feel  the  time  was  right  to  replace 

load  his  blueprint  for  economic  steps  that  he  can't  quite  Charlton  Heston  in  the  mountaintop  Tablet  scene, 

take  all  by  himself.   He'd  have  the  Federal  Government  In  one  of  the  most  priceless  observations  to  emanate  from 

guarantee  a  job  for  anyone  without  one,  while  knocking  the  Ford  White  House,   one   Administration   official   told 

out  unemployment  and  welfare  programs.  He  has  lots  more  the  Wall  Street  Journal:  "Only  a  71-year-old  man  with  a 

suggestions  for  saving  the  economy.  14-year  appointment  could  make  such  a  speech." 

AMIN 

monstrosity 

NEW  YORK  CITY   BONDS   WILL  SELL  AGAIN 

if,  near  to  maturity,  they  can  be  proffered  at  par  in  pay-       ble,  only  such  a  clear  step  can  give  instantly  a  real  and 
ment  of  City  taxes.  With  default  ever  more  nearly  inevita-       present  value  to  City  bonds— now  unknown  quantities. 
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KEMPER  TEMPERS  CONFIDENCE 

Lunching  with  some  Forbes  editors  the  other  day,  the  health  for  this  vital  insurance  area. 

insurance   industry's   famed   James   Kemper  Jr.    expressed  His   major   reservation:    "The   one   thing,    though,    that 

his  confidence  that  casualty  companies'  losses  were  bot-  worries  me  is  that  those  of  us  in  the  business  are  mostly 

toming   out,    that    there   would   be   a    gradual   upturn   in  in  general  agreement  about  a  turnaround." 

IF  IT'S   RICH   YOU  WANT  YOUR  KIDS   TO   BE 


steer  'em  into  law— law  school,  that  is. 

You  name  most  any  major  business  problem  today  and 
you  11  find  that  the  principal  ones  to  profit  from  its  ex- 
istence and  its  solution— if  any— are  lawyers.  Whether  it's 
the  prospect  of  New  York  City's  default  and  ensuing 
decades  of  litigation;  or  consumerism  that  consists  mostly 
of  suing;  or  ever-proliferating  federal  regulatory  acts  and 


agencies,  it  takes  ^always  more  lawyers  and  compounded 
legal  costs  to  begin  to  cope. 

Look  how  well  doctors  used  to  do  until  lawyers  got 
into  their  act. 

I  tell  you,  if  you  want  your  kid  to  make  a  bundle,  don't 
ask  him— tell  him: 

"Hey,  kid,  you're  gonna  be  a  lawyer." 


READ   "PAYING  THE  PIPELINER,"   PAGE   111 


We're  running  catastrophically  short  of  available  natural 
uas.  There's  lots  of  it  here  and  elsewhere,  but  political 
pandering  has  made  the  development  of  additional  sup- 
plies profitless.  Management  that  would  use  the  money  in- 
vested by  individuals  in  their  stock  to  bring  more  natural 


gas  into  the  pipelines  at  a  loss  could  probably  be  sued  for 
irresponsibility. 

The  elementary  tale  is  told  well  in  Forbes'  discussion 
of   Los  Angeles,   Arco   and   Southern   California  Gas   Co. 

Unfortunately,  it  ain't  a  fable. 


THINGS  THERE  ARE  NO  SOLUTIONS  TO 

Inflation,  bureaucracy  &  dandruff. 

MORE  NOTES  ON  NEW  YORK  RESTAURANTS 


DeCuir  s-1244  Madison  Ave.  (Tel:  289-7470).  A  fine 
wee  Find  with  delicious  Creole-y  menu  at  most  reason- 
able prices,  an  enthusiastic  staff  that  gives  patrons  much 
to  be  enthusiastic  about.  An  unmitigated  Recommendation. 

The  Palace-420  East  59th  St.  (Tel:  355-5152).  Brand 
new,  The  Palace  rightfully  brags  about  being  the  world's 
most  expensive  restaurant.  Dinner  is  $50  a  person,  the 
menu's  all  in  French,  but  the  cooking's  Italianesque.  The 
food  is  really  good,  the  service  almost  too  much.  The  tab 
is  absurd— a  wine  list  that  features  California  wines  at 
$25  and  $40  a  bottle;  Beaujolais  at  $30  and  the  like; 
cocktails  $4  apiece.  Tips  are  automatically  assessed  and 
on  a  tab  for  two  of  $118  they  totaled  $31-maitre  d'  $5; 
15%  waiter,  $17.50;  5%  captain,  $6;  wine  steward,  $2. 
Unquestionably  unique,  but  at  $100  a  head,  The  Palace 
has  to  be  for  charge-accounters  who  just  want  to  say 
they've  been  there. 

Umbertos  Clam  House-129  Mulberry  St.  (Tel: 
431-7545).  Famed  as  the  execution  chamber  of  gang- 
ster Joey  Gallo,  this  Italian  fried-fish  place  in  the  heart  of 
Little  Italy  bustles.  If  it's  Italian  color,  clatter  and  clams 
you  want,  want  no  more. 

Saito-305   East   46th   St.    (Tel:    759-8897).    Sad,   sad 

IT  FIGURES 

Thin  people  are  thin  fare  if  their 
figure's  their  principal  concern. 


case.  After  fire  destroyed  its  bustling  first-rate  Japanese 
restaurant  on  52nd  St.  near  Broadway,  Saito  relocated 
way  over  on  the  East  Side  at  46th  St.  and  now  the  place 
is  a  morgue,  with  depression  reflected  in  food  and  service. 

Dardanelles— 86  University  Place  (between  11th  & 
12th  Sts.,  Tel:  CH  2-8990).  Great  Armenian  food  at  mod- 
est prices.  If  you  have  never  tried  Armenian  cooking, 
you'll  find  it  interesting,  different  and,  here,  delicious. 

Patsy's-236  West  56th  St.  (Tel:  CI  7-3491).  Unpreten- 
tious, reasonable,  real  Italian  cooking,  Neapolitan  style. 
The  mirth  and  girth  of  its  90%-Italian  patronage  are  the 
ultimate  tribute. 

he  Colisee-36  East  60th  St.  (Tel:  421-8151).  Unique 
seafood  addition  to  the  New  York  restaurant  scene— daily 
by  air,  fresh  fish  from  French  shores  served  with  unusually 
herbed  sauces.  Expensive  but  first  rate,  though  service  is 

not  on  a  par  with  the  servings. 

#      *      # 

Few  publications  date  faster  than  New  York  restaurant 
guides.  The  latest,  and  a  most  good  one,  is  Manhattan 
Menus  (360  West  22nd  St.,  New  York,  N.Y.-$8.95)  con- 
taining, in  addition  to  printing  actual  menus,  relevant  ob- 
servations about  150  of  the  most  widely  known  restaurants. 

ON  THE   ONE   HAND 

wouldn't  you  rather  be  fat  than  frustrated  .  .  . 

on  the  other,  wouldn't  you  rather  be  thin  than  dead? 
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-Malcolm  S.  Forbes, 

Editor-in-Chiel 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.— M.S. F. 


Attention,  Third  World 

The  modern  world  has  suffered 
enough  from  the  curious  liberal  prac- 
tice of  condemning  the  failings  of 
those  countries  which  acknowledge 
the  importance  of  human  rights  and 
forgiving  the  crimes  of  those  coun- 
tries which  don't. 

—The  Wall  Street  Journal  editorial. 

Good  Question 

The  philosophy  of  "get  as  much  as 
you  can  for  as  little  as  you  can  do" 
was  not  the  philosophy  of  the  men 
who  carved  this  nation  out  of  a 
wilderness.  .  .  . 

I  remember  one  time  when  I  was 
eleven  or  twelve  years  old,  Dad  had 
borrowed  a  horse  and  wagon  from 
my  uncle  to  haul  some  lumber.  I  was 
working  with  two  older  brothers  and 
Dad  loading  the  wagon  with  lumber. 
A  stranger  came  up  and  stood  watch- 
ing us  load  the  lumber  for  quite 
awhile.  He  spoke  to  one  of  my  older 
brothers  and  then  left  about  the  time 
the  load  was  finished.  We  all  climbed 
on  top  of  the  load  and  started  down 
the  road.  I  remember  hearing  my  Dad 
say  to  my  older  brother,  "What  did 
that  fellow  want?"  And  my  brother 


answered,  "He  wanted  to  know  if 
he  could  borrow  this  horse  and  wagon 
to  move  some  stuff."  "Well,"  said 
my  father,  "if  that  was  what  he  want- 
ed, why  didn't  he  help  us  put  on 
this  load."  There  are  plenty  of  men 
who  belong  to  the  "Gimme  Club," 
but  the  world  is  looking  for  men  who 
will  help  carry  the  load. 

— R.G.  LeTourneau. 

Reservations 

If  a  restaurant  where  you've  made 
a  lunch  reservation  asks  you  to  wait 
at  the  bar,  wait  at  the  bar  that  one 
time,  but  don't  ever  go  back  there. 
Any  restaurant  that  takes  a  luncheon 
reservation  knows  that  you're  on  a 
tight  schedule.  If  they  don't  have  your 
table  ready,  tough  on  them.  Never  tip 
a  captain  after  he's  kept  you  waiting 
for  a  reserved  table. 

—by  John  Weitz, 
Man  in  Charge. 

.  .  .  Punishment  Fit  the  Crime 

Duke  [Ellington]  used  strange 
methods  for  disciplining  his  band  of 
unruly  stars.  I  never  heard  him  fire 
anyone.  He  tolerated  the  intolerable 
from  his  musicians,  both  because  he 
respected  their  right  to  exercise  their 


idiosyncrasies  as  he  did,  and  because 
confrontation  was  bad  for  his  diges- 
tion. .  .  .  His  way  of  punishing  a  band 
member  for  an  infraction  of  his  al- 
most nonexistent  regulations  was  typi- 
cally oblique.  He  would  call  upon  the 
culprit  to  stand  for  endless  solos,  call- 
ing out  every  number  that  featured 
him,  meanwhile  lavishing  high  praise 
upon  him,  encouraging  calls  of  "En- 
core!" from  the  audience  over  the 
breathless  protests  of  the  victim.  It 
was  punishment  indeed. 

—Irving  Townsend 
in  The  Atlantic. 

Lobster  Experts 

.  .  .  The  food  [lobster  tails]  was 
seized  here  [Boston]  in  May  1972, 
after  customs  agents  determined  that 
they  had  not  been  harvested  in  Spain, 
as  the  owners  said,  but  near  Brazil. 
Since  then,  the  lobster  has  been  in 
cold  storage.  One  buyer  said  it  was 
unlikely  that  the  lobster  tails  would 
end  up  in  New  England.  "New  En- 
glanders  prefer  fresh  lobster,"  he 
said.  "We'll  probably  unload  this  stuff 
in  New  York,  the  Midwest  or  the 
West  Coast,  where  they  don't  know 
any  better." 

—Associated  Press. 


IF  WE'RE   TO   HAVE   ADEQUATE  HOUSING 

by  M.S.  Forbes  Jr. 


the  housing  industry  must  go  the 
way  of  the  auto  industry— to  a 
smaller,  more  affordable  product. 

In  the  next  ten  years,  there  wilt 
be  an  unprecedented  demand  for 
new  housing  as  millions  of  those 
post- World  War  II  babies  become 
ready  to  buy  their  first  homes. 

A  few  days  ago,  this  writer 
talked  about  the  housing  crisis  with 
A.  Oakley  Hunter,  boss  of  the  Fed- 
eral National  Mortgage  Association 
(Fannie  Mae),  which  borrows 
and  spends  $billions  to  provide  a 
secondary  market  for  residential 
mortgages. 

"The  heart  of  the  matter  is  that 
more  and  more  families  are  being 
priced  out  of  the  market,"  says 
Hunter.  In  1950,  two-thirds  of  all 
American  families  could  afford  the 
median-priced  house.  Today  only 
one-third  can  still  do  so,  which  ac- 
counts for  the  extraordinary  rise  of 
mobile  homes  in  recent  years.  Dur- 
ing that  same  period,  the  size  of  a 
single-family  home  increased  45% 
in  square  footage. 

"The  same  thinking  must  be  ap- 


plied to  housing  that  is  now  being 
applied  to  automobiles,"  says  Hun- 
ter. In  a  recent  Fannie  Mae-spon- 
sored conference,  architects  were 
asked  to  develop  prototypes  for  a 
smaller  house,  one  that  required 
less  costly  materials,  less  energy  in 
operation,  but  was  comfortable  and 
afforded  privacy. 

The  architects  did  so,  but  there 
was  a  catch.  "The  prototypes  they 
came  up  with,"  says  Hunter,  "did 
not  comply  with  the  property  stan- 
dards of  the  Department  of  Hous- 
ing &  Urban  Development,  and 
state  and  local  standards  as  well," 
even  though  they  were  structurally 
and  environmentally  sound. 

The  problem  with  mobile  homes, 
Hunter  goes  on,  is  that  "they  are 
still  treated  as  personal  property, 
such  as  automobiles.  They  cost 
12%  to  18%  to  finance  and,  unlike 
most  real  estate,  they  depreciate 
in  value."  Moreover,  the  legal  ad- 
vantages permanently-placed  mo- 
bile homes  enjoy  in  being  treated 
as  vehicles  rather  than  real  estate 
are  probably  coming  to  an  end. 


"Eventually,"  concludes  Hunter, 
"we  must  get  a  mix  of  the  mobile 
home  and  the  traditional  house"— 
in  other  words,  manufactured  and 
modular  housing.  "One  important 
step  would  be  a  national  uniform 
manufactured-housing  code,  one 
that  would  preempt  state  and  lo- 
cal codes." 

If  experience  is  any  guide,  con- 
sumer attitudes  will,  and  in  fact 
are,  changing  faster  than  local 
building  ordinances. 

"Change  here  is  very  hard  to  bring 
about,"  Hunter  acknowledges,  "but 
I  think  it  will  move  faster"  because 
of  the  pressing  demand. 

Thanks  to  the  clout  of  building 
unions,  builders  and  suppliers,  most 
politicians  serve  up  the  traditional 
fare  of  more  subsidies  to  solve  our 
housing  problems.  But  there  isn't 
enough  money  to  make  the  old 
ways  work  to  meet  current  and 
prospective  needs. 

There  will  be  a  rich  harvest  of 
votes  for  the  Presidential-minded 
politico  imaginative  enough  to  ad- 
vocate the  necessary  reforms. 
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We're  Marsh  &  McLennan  and  we  handle  more  insurance  of 
more  kinds  for  more  banks  than  anyone  else.  Not  cookie-cutter 
plans,  but  tailor-made  programs  prepared  by  banking- 
insurance  specialists,  that  meet  your  needs  precisely.  Com- 
plete, cost-efficient  coverage  for  your  myriad  risks . . .  plus 
frequent  evaluation  to  assure  that,  as  conditions  change,  your 
protection  is  neither  excessive  nor  eroding.  Maybe  that  helps 
explain  how  we  got  to  be  the  world's  leading  insurance  broker. 


When  it  comes 
to  insurance, 
come  to 
the  leaden 

Marsh  & 
mci  ennan 


Greater 

productivity 

through 

retailing 


MANY  THINGS 
GECC  FINANCES 
AREN'T  EVENf> 
ELECTRIC 


In  our  consumer  economy,  the  future  of 
almost  all  American  business  is  tied  to  the 
ring  of  the  retailer's  register.  And  today  more 
than  ever,  the  growth  of  retailing  and  the  mil- 
lions of  jobs  it  supports  depend  heavily  on 
the  ready  availability  of  consumer  credit. 

Providing  that  credit  is  one  of  General 
Electric  Credit's  jobs.  We  make  it  easy  for 
consumers  to  buy  —  and  for  retailers  to  grow 
—  with  a  wide  variety  of  financing  programs. 

When  retailing  prospers,  so  does  the  entire 
economy.  Nothing  happens  until  the  retailer 
makes  the  sale  —  but  when  he  does,  millions 
of  workers  in  manufacturing  and  distributing 
jobs  benefit  as  well. 

In  addition  to  retailing,  we  work  with  many 
other  segments  of  American  business.  Our 
financing  and  leasing  programs  provide  the 
latest  equipment  and  facilities  for  greater 
productivity,  greater  profits. 

Turn  to  us  for  the  financing  services  your 
business  needs. 

At  General  Electric  Credit,  we  help  Ameri- 
can business  finance  its  own  future  and 
create  new  jobs. 


CORPORATION 

Administrative  Offices: 
Stamford,  Connecticut  06904 
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No  construction  project  has  demanded 
more  of  man  than  the  Alaska  pipeline. 


Long-debated,  advocated,  opposed, 
finally  committed.  And  so  essential 
to  America  s  energy  supply. 

Time  required:  at  least  three 
years.  Three  years  of  pitting  man 
and  equipment  against  the  most 
adverse  weather  conditions  ever 
faced  in  a  project  of  such  magnitude. 

From  the  North  Slope  to 
Valdez  seaport,  the  Alaska  pipeline 
will  move  oil  through  a  four-foot 
artery  800  miles  long. 

Across  the  permafrost  of  the 
north,  the  tundra  further  south- 
ward, and  over  or  under  nearly  300 
streams  and  rivers,  FMC  cranes 
will  be  part  of  the  vast  army  of 
equipment  needed  to  lay  the  pipe, 
60-foot  length  by  60-foot  length. 

Tor  half  the  total  distance,  the 
giant  pipeline  will  run  underground. 
FMC  excavators  will  help  to  prepare 
the  400  miles  of  flat-bottomed 
trench  in  which  it  will  rest. 

After  the  underground  pipe 


sections  are  welded  and  packed  in 
their  insulative  bedding,  the  long 
miles  of  trenching  will  be  refilled 
with  the  aid  of  FMC  clamshells  and 
backhoes. 

The  timetable  calls  for 
completion  of  the  pipeline  by  late 

1977. 

Meanwhile,  at  the  North  Slope, 
FMC  will  be  providing  Christmas 
trees  (wellhead  flow  control  equip- 
ment) required  by  the  oil  fields,  and 
at  Valdez,  installing  a  vast  complex 
of  hy  draulically-controlled 
marine  loading  arms  to  transfer  oil 
delivered  by  the  pipeline  into 
tankers. 

The  ultimate  challenge:  endure 
the  weather,  protect  the 
environment,  meet  the  timetable, 
get  the  oil  moving. 

A  share  of  the  challenge  is 
FMCs. 

FMC  Corporation,  200  East 
Randolph  Drive,  Chicago  60601. 

•FMC 


Batch  is  a  bitch. 


Batch  may  be  an  adequate  way  to  process 
your  data  if  all  you  re  doing  are  conventional  jobs 
like  payroll  or  cost  accounting. 

But  when  you  get  into  operational  jobs  like 
product  distribution  and  manufacturing  control, 
its  going  to  present  some  problems.  Because  batch 
processing  produces  reports  periodically.  So  it  tells 
you  the  way  things  used  to  be,  not  the  way  they  are 
right  now.  Instead  of  giving  the  specific  information 
you  need,  it  gives  you  reams  of  printout  that  you 
have  to  wade  through.  And  you  can't  get  updated 
information  until  the  next  timeyour  job  is  scheduled 
to  run. 

Which  is  why  World  Tableware  International 
decided  to  pull  out  its  batch  computer  and  bring 
in  a  Data  General  computer. 

Each  department  works  directly  with  our 
computer.  And  it  works  directly  for  them  process- 
ing orders,  inventory,  billings  and  receivables  in  line, 
as  the  business  activity  flows. 

And  because  the  computer  participates  in  the 
work  each  department  does,  the  data  in  the 
com  puter  is  always  up  -  to  -  date.  So  it  always  puts 
out  up-  to -date  reports  whenever  the  people  who 
need  the  reports  need  them. 


And  anytime  they  want  to  know  the  status  of  a 
specific  job,  they  can  just  ask  the  computer.  Instead 
of  making  them  search  through  reams  of  printout, 
it  tells  them  just  what  they  want  to  know. 

World  Tableware  found  our  computer  not 
only  easier  to  use,  but  also  able  to  pay  for  itself 
within  two  years. 

A  Midwest  automotive  parts  distributor 
brought  in  a  Data  General  computer  so  it  could 
get  up-to-the-minute  inventory  control  and 
promptly  cut  it  s  inventory  carrying  costs  by  40%. 

A  member  of  the  New  York  Stock  Exchange 
installed  one  of  our  computers  to  instantly  analyze 
and  compare  the  quality  of  thousands  of  bonds. 
And  during  the  first  week  of  operation  our  com- 
puter helped  make  a  sale  that  completely  paid  for 
the  computer. 

(Not  all  our  installations  pay  off  like  that,  but 
its  nice  to  know  it  can  happen.) 

Over  15,000  Data  General  computers  are 
being  used  to  directly  support  operations.  Sixteen 
examples  can  be  found  in  our  brochure, 

"The  Sensible  Way  to  Use  Computers."  ^^^t; 
Witeforit. 
And  stop  all  that  bate  hing.  ^#  V*  a  ,'  '  5 


DataGeneral 


«,  Data  General,  Dept.  IF,  Route  9,  Southboro,  Mass.  0i  772  (617)  485-9100.  Data  General  (Canada)  I  id.,  Ontario 
Data  General  Europe,  15  Rue  Le  Sueur,  Paris  751 16,  France.  Data  General  Australia,  Melbourne  (03)  82- 1 361  /Sydney  (02  )  "08  I  J66 


Forbes 
Not 
For  Export? 

Unlike,  say,  Coke  and  Levis, 
McDonald's  hamburgers  haven't 
swept  Europe.  But  McDonald's 
is  still  trying. 


With  all  the  fervor  of  the  Pil- 
grims returned,  McDonald's  set  out  to 
introduce  Europe  to  the  joys  of  the 
real  American  hamburger.  Most  peo- 
ple assumed  that  golden  arches,  like 
blue  jeans  and  Coke,  would  sprout 
up  overnight  across  the  Continent. 
A  few  years  back  McDonald's  set  a 
goal  of  300  European  stores  by  1977. 
So  far,  there  are  38.  After  four  years, 
the  company  has  lost  none  of  its  zeal. 
But  it  has  learned  the  hard  way  about 
doing  business  with  the  natives. 

"It's  corny,"  says  smiling,  silver- 
haired  Steve  Barnes,  head  of  Mc- 
Donald's international  operations,  "but 
I  feel  like  a  missionary  over  here." 
Barnes,  based  at  McDonald's  Oak 
Brook,  111.  headquarters,  and  his  37- 
year-old  European  manager,  Tony 
Klaus,  talk  enthusiastically  about  pro- 
viding a  place  where  the  French 
are  not  embarrassed  to  bring  their 
children  and  where  the  Germans 
can  taste  "a  better  bun."  Says  Dutch- 
born  Klaus:  "We're  bringing  one  of 
the  purest  American  things  to  good 
old  Europe."  Reflecting  this,  Mc- 
Donald's starred-and-striped  sales 
campaign  in  Britain  features  "The 
United  Tastes  of  America." 

But  Barnes  and  Klaus  would  rather 
talk  mission  than  money.  Understand- 
ably. European  sales  are  probably  no 
more  than  $18  million  out  of  $2  bil- 
lion worldwide.  Financial  chief  Rich- 
ard Boylan  says  for  the  first  time  non- 
North  American  operations  are  mak- 
ing enough,  to  cover  operating  and 
expansion  costs  this  year.  But  that  in- 
cludes Japan  and  Australia;  he  won't 
say  whether  this  is  true  of  Europe. 

Carl  DeBiase  of  Fourteen  Research 
Corp.,  who  is  very  bullish  on  the  com- 
pany domestically,  thinks  it  may  take 
a  decade  before  McDonald's  makes 
real  money  in  Europe.  Analyst  Al 
Simon  of  Sanford  C.  Bernstein  esti- 
mates that,  with  a  few  notable  ex- 
ceptions like  the  record-breaking 
Stockholm  store,  European  stores  av- 
erage $480,000  in  yearly  sales  against 
$740,000  worldwide.  For  company 
stores.  Simon  puts  average  unit  prof- 
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it  margins  in  European  and  Australian 
stores  at  11%,  though  this  is  up  from 
6%  last  year,  compared  with  19%  for 
American  and  Canadian  stores. 

Some  of  the  qualities  that  made 
McDonald's  so  successful  in  North 
America  may  be  nibbling  at  its  mar- 
gains  abroad.  Fast  service  for  one 
thing,  which  gives  McDonald's  much 
higher  labor  costs  than  Kentucky  Fried 
Chicken  or  Britain's  Wimpy  Interna- 
tional. It  takes  four  people  per  shift 
to  sell  take-out  chicken;  McDonald's 
averages  up  to  30  in  its  London 
stores.  McDonald's  is  fanatical  about 
quality.  A  Big  Mac  tastes  the  same 
in   Des    Moines   as   in   London   or   in 
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Amsterdam.  The  company  adheres  to 
strict  specifications  for  meat,  buns, 
apple  pies  and  most  everything  else, 
specifications  that  may  differ  from 
those  of  European  suppliers.  So  it 
must  either  import  long  distance 
(french  fries  from  Canada,  pies  from 
Tulsa)  or  place  special  and  more 
costly  orders  locally.  When  McDon- 
ald's has  blanketed  an  area  with 
stores,  it  can  promise  big  orders  and 
get  discounts.  Until  that  day  arrives, 
the  company  will  have  to  pay  for 
being  finicky. 

Wimpy  hamburger  bars,  by  con- 
trast, don't  worry  so  much  about  con- 
sistency, and  most  franchisees  solve 
their  supply  problems  by  buying  from 
Wimpy's  giant  parent  food  company, 
J.  Lyons  ($1.4-billion  sales).  Wimpy's 
quality  may  suffer,  but  profits  don't. 

It  takes  under  $25,000  to  open  a 
Wimpy  or  KFC  store  in  Britain.  A  Mc- 
Donald's costs  over  $200,000.  This 
big  capital  requirement— and  the  fact 
that  there  are  fewer  entrepreneurs  in 
Europe  than  in  the  U.S.— will  make  it 
hard  for  the  company  to  find  fran- 
chisees abroad,  especially  in  capital- 
scarce  Britain.  Ten  of  the  European 
stores  are  franchised,  compared  with 
73%  of  the  U.S.  stores.  Klaus  concedes 
European  development  would  come 
much  faster  if  franchising  could  be 
pushed. 

In  Europe,  the  competitors  who  os- 
tensibly thought  small— either  with 
low  per-store  capital  costs  like  Wimpy 
and  KFC  or  with  limited  expansion 
plans  like  Switzerland's  Movenpick— 
have  already  made  big  strides  in  Eu- 
ropean fast  foods,  where  McDonald's 
is  just  getting  going.  KFC,  in  the  U.K. 
since  1965,  has  254  stores  there  and 
40  on  the  Continent,  while  Wimpy  has 
950  outlets  all  over  Europe.  Both 
have  mostly  franchise  stores.  Moven- 
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pick  has  16  Swiss  quick-service  res- 
taurants with  varied  menus  that  have 
the  ud  antage  of  being  identified  with 
the  company's  49  dining-room-type 
restaurants  thoughout  Switzerland  and 
Germany. 

Barnes  concedes  that  McDonald's 
made  mistakes.  It  thought  it  should 
put  its  first  European  store— Amster- 
dam—in  the  suburbs,  just  as  it  had 
started  up  in  suburban  Chicago.  But 
as  Barnes  soon  learned,  the  suburbs 
are  not  where  it's  at  in  Europe.  Most 
people  still  live  in  cities,  and  they  are 
less  mobile  than  Americans.  The  out- 
of-town  shopping  centers  that  sprang 
up  all  over  the  U.S.  and  provided 
good  sites  for  fast-fooders  have  not 
caught  on  in  much  of  Europe.  The 
original  Amsterdam  store  was  moved 
into  town.  "We  learned  our  lesson," 
Barnes  recalls.  "Now  we  are  choos- 
ing shop-front  sites  in  the  cities."  But 
rents  in  those  areas  are  often  astro- 
nomical, and  all  four  of  the  new  Lon- 
don stores  are  more  or  less  suburban. 

McDonald's  says  that,  as  in  the 
States,  it  is  aiming  to  get  the  whole 
family  in.  McDonald's  contrasts  its  re- 
laxed approach  to  the  more  refined 
European  restaurant,  where  the  wait- 
er may  look  askance  at  messy,  noisy 
children.  But  Vice  President  Mario 
Wang  of  Movenpick  has  his  doubts, 
at  least  about  Germany  where  Mc- 
Donald's has  made  its  biggest  Eu- 
ropean commitment  with  22  stores. 
"The  Germans  and  Swiss  are  still  quite 
traditional,  and  we  are  more  gastro- 
nomically  minded.  Even  if  the  wife 
works,  dinner  means  a  home-cooked 
meal.  And  once  the  family  is  home  at 
the  end  of  the  day,  it  is  not  likely  to 
go  out  again."  So  the  real  promise 
seems  to  lie  with  the  lunchtime  and 
Saturday  shopping  crowds. 

From  Hamburgers  To  Beer 

McDonald's  has  made  a  few 
changes  in  its  menu  to  accommodate 
European  tastes:  tea  in  Britain,  beer 
and— to  head  off  Kentucky  Fried- 
chicken  on  the  Continent.  As  for  ex- 
pansion in  Europe,  "We  don't  really 
make  projections,"  said  Barnes  when 
Forbes  first  talked  with  him.  "We 
work  on  a  one-by-one  basis  with  our 
stores."  Financial  Chief  Richard  Boy- 
Ian  ventured  that  there  are  13  Euro- 
pean stores  under  construction,  but 
wouldn't  say  how  many  more  are 
planned.  Surprisingly,  Barnes  talked 
more  recently  of  40  new  stores  by  the 
end  of  1976.  Time  will  tell. 

New  York  Times  columnist  Tom 
Wicker  recently  lamented  that  Mc- 
Donald's was  luring  Swedes  away 
from  their  good  old  smoked  herring. 
His  worry  may  prove  to  have  been  a 
bit  premature.  Even  missionaries  have 
to  adapt.  ■ 


Crow  Eats  Crow 


The  nationwide  real  estate  depression  has  shaken  even 
so  sure-footed  an  operator  as  Texan  Trammell  Crow. 


Chapter  11?  "I  never  gave  the  idea 
more  than  a  moment's  thought,"  says 
Dallas  realty  magnate  Trammell 
Crow.  "It  wouldn't  be  honorable." 

Not  insolvency  but  certainly  hard 
times  have  come  to  the  largest  private 
real  estate  developer  in  the  U.S.,  a 
man  who  recently  had  an  interest  in 
$1.5  billion  worth  of  warehouses, 
shopping  centers,  hotels,  garden 
apartments  and  condominiums.  As 
1974  drew  to  a  close,  his  600  partner- 
ships and  corporations  were  project- 
ing a  negative  cash  flow  of  up  to  $25 
million  for  the  coming  year.  Trammell 
Crow,  61,  was  personally  liable  for 
$151  million  in  borrowings  and  con- 
tingently liable  for  another  $433  mil- 
lion. That's  pretty  rich  even  for  the 
Crow  family,  which  claims  a  net 
worth  of  close  to  $100  million. 

Chapter  11  bankruptcy  would  en- 
able Crow  to  reorganize  without  dis- 
mantling his  empire,  but  Crow  is  con- 
vinced he  can  get  out  of  the  crunch 
without  such  a  drastic  step.  It  won't 
be  pleasant,  though.  To  raise  cash  he 
is  liquidating  some  of  his  best  proper- 
ties—a bitter  pill  to  a  man  who  has 
traditionally  kept  what  he  built  in 
preference  to  selling  properties  for 
speculative  profits. 

Because  Crow  gave  an  equity  in- 
terest to  his  operating  partners  in 
every  venture,  selling  his  properties 
was  not  a  one-man  decision.  In  Feb- 
ruary, for  example,  Crow  called  a 
meeting  of  20  key  partners.  George 
Shutt,  who  joined  Crow  back  in  1962 
when  Crow  had  just  seven  real  es- 
tate principals,  was  there. 

"We  all  sat  in  a  semicircle,"  Shutt 
recalls.  "Bob  Glaze  [Crow's  longtime 
finance  man]  just  went  around  the 
room  and  assigned  amounts.  He  asked 
us  what  we  could  sell.  One  man  had 
to  come  up  with  a  half  million.  Some 
others  had  to  sell  $6  million  of  their 
assets." 

Don  Williams,  heir  apparent  to  the 
Crow  operations  at  34,  explains  what 
was  happening:  "Those  with  income- 
producing  properties  that  were  sal- 
able were  asked  to  sell  some  of  them 
to  carry  projects  that  were  a  drain 
on  the  overall  operation." 

All  but  one  of  the  20  partners 
agreed  on  a  plan  to  sell  their  interest 
in  half  of  Crow's  45  million  square 
feet  of  warehouses,  plus  interests  in 
various  office  buildings.  In  total,  they 
agreed  to  give  up  half  of  their  com- 
bined net  worth  to  raise  nearly  $70 
million.  The  warehouses,  says  Crow, 


are  well  leased  to  long-standing  tei 
ants,  and  many  are  debt-free.  In  r< 
turn,  the  19  partners  received  25%  < 
the  proceeds  in  cash  to  cover  capit. 
gains  taxes  and  a  personal  IOU  froi 
Trammell  Crow  for  the  remainder 

That  there  will  be  capital  gaiq 
taxes  to  pay  is  a  measure  of  how  su 
cessful  Crow  has  been— and  why 
partners  have  gone  along.  "I  was 
and  unemployed  when  Crow  brou 
me  into  the  business,"  explains  on 
associate  who  just  sold  a  good  pai 
of  his  considerable  fortune  to  bac 
Crow.  "We're  no  kindergartners.  I'r 
willing  to  throw  all  my  chips  in  wit 
Trammell." 

An  outsider  offers  a  less  sentiment, 
explanation:  "If  Crow  were  decj 
mated,  there  would  be  nobody  to  offc 
financial  responsibility  in  future  deals 
so  each  man  felt  it  was  essential  t 
his  own  interest  to  cooperate  an 
pool  assets."  In  short,  the  partnei 
realized  they  need  Crow  at  least  i 
badly  as  he  now  needs  them. 

Real  Assets 

Beyond    doubt,    Crow    has    som 
strong  things  going  for  him.  For  oi 
thing,  he  has  sufficient  equity  in  sa 
able  properties  to  make  them  wort 
selling;  many  of  his  smaller  rivals 
not  so  fortunate  or  so  foresightful.  F 
another    thing,    Crow,    a    eharmin 
courtly  man,  has  connections.  Equi 
able  Life,  for  example,  has  finance 
Crow  projects  for  the  past  20  yea 
(the  Dallas  Market  Center,  built  bac 
in    1955,    was   built    with    Equitabl 
money).  Crow  also  serves  on  the  boa! 
of  Equitable's  real  estate  investmei 
trust.  Equitable  has  purchased  a  $3 
million    interest    in    warehouses    Iroi 
Crow   and   is   committed   to   buy   a: 
other    $15-million     interest     if    Cro' 
needs   it.    (Crow   has    been    asked   t 
step  down  from  the  Equitable  REIT 
board  to  avoid  conflicts  of  interest 

Metropolitan  Life,  another  Croi 
backer,  laid  out  some  ST  million  fo 
a  part  interest  in  Dallas'  2001  build 
ing  (Crow's  new  headquarters  build 
ing,  which  is  still  not  fully  occupid 
despite  reduced  rentals).  Unquestioi 
ably,  some  of  Crow's  creditors 
buying  properties  from  him  to  !><• 
him  through  the  crisis;  but  thd 
would  not  do  so  were  the  property 
not  good  ones  and  fairly  priced. 

To  tide  Crow  <>\er  as  the  liquid 
tions  slowly  proceed,  a  group  of  lend 
ers  have  advanced   him   $46  millio 
in    working-capital    loans.     Did     t 
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banks  feel  that  lending  him  addition- 
al money  was  preferable  to  throwing 
Crow  into  Chapter  11?  Perhaps,  but 
there  is  no  doubt  that  Crow's  reputa- 
tion, his  charm  and  above  all  his  rela- 
tively conservative  financial  structure 
were  major  factors  in  persuading  the 
banks  to  make  the  "bridge  loans"— so- 
called  because  they  bridge  the  gap 
between  his  need  for  money  and  the 
sale  of  properties. 

Again,  Crow's  connections  and  his 
reputation  have  come  in  handy. 
Chase  Manhattan,  whose  chairman, 
David  Rockefeller,  is  a  Crow  partner 
in  the  Embarcadero  Center  in  San 
Francisco,  came  through  with  $12 
million.  The  First  National  Bank  in 
Dallas,  where  Crow  is  a  director,  came 
through  with  $25  million.  Lomas  & 
Nettleton,  a  Dallas  mortgage  banker 
where  Crow  is  a  2%  shareholder,  pro- 
duced most  of  the  rest.  As  collateral 
for  these  loans  Crow  has  pledged  his 
equity  in  properties,  primarily  what's 
left  of  his  warehouse  holdings  and 
some  negotiable  securities.  The  plan  is 
to  pay  off  the  $46  million  with  the 
proceeds  of  the  sales. 

Perhaps  Crow's  heaviest  burden  is 
the  30,000  acres  of  undeveloped  land 
his  companies  have  acquired  as  sites 
for  future  projects.  "I  originally 
thought  this  was  a  five-year  supply," 


says  Crow,  "but  at  our  current  rate  of 
operations  it  will  last  us  for  ten  years." 
Crow  says  he  had  to  buy  a  large  in- 
ventory of  land  because  if  he  hadn't, 
the  then  open-handed  REITs  would 
have  financed  its  purchase  by  some- 
one else.  In  hindsight,  Crow  got  car- 
ried away.  Carrying  the  land  is  cost- 
ing him  $12  million  a  year  and  ac- 
counts for  the  bulk  of  his  cash  drain. 
Crow's  response  has  been  to  form  two 
joint  ventures,  one  with  Equitable  and 
the  other  with  Houston's  Gibraltar 
Savings  &  Loan,  that  yielded  him  $2 
million  more  in  cash  and  relieved  him 
of  $30  million  of  land  debt. 

If  it  weren't  for  the  burden  of  the 
raw  land,  Crow  might  have  been  able 
to  manage  his  other  problem  prop- 
erties: a  string  of  5,475  garden  apart- 
ments all  over  Texas  that  have  been 
losing  millions  in  rentals  for  over  two 
years  now;  350  unsold  condominiums 
in  Atlanta,  which  Crow  thinks  he  can 
sell  by  the  end  of  July,  1977  (when 
he  finally  sold  the  first  170  units, 
they  went  at  reduced  prices);  a  posh, 
recently  completed  158-room  resort 
way  out  in  the  Pacific  Ocean  in  the 
New  Hebrides  that  on  top  of  con- 
struction overruns  will  suffer  because 
few  tourists  can  swing  the  air  fare 
these  days;  insufficient  bank  financ- 
ing to  complete  a   1,200-acre  Hous- 


Trammell  Crow  (right)  gives  a  party  for  a  friend. 


ton  housing  project;  and  a  collapse 
in  timber  sales  from  his  36,000-acre 
Louisiana  forestland  operation  during 
the  housing  depression. 

One  bright  spot:  The  Kuwaitis, 
who  are  equal  partners  with  Crow  in 
a  hotel  complex  under  construction 
in  Atlanta,  have  agreed  to  pick  up  the 
estimated  $2  million  in  cost  overruns. 
"You  couldn't  find  nicer  people  to  do 
business  with,"  says  Crow  gratefully. 

All  in  all,  however,  Trammell  Crow 
is  still  many  a  headache  away  from 
salvation.  If  interest  rates  were  to  soar 
again,  it  might  prove  impossible  for 
him  to  find  buyers  for  additional  prop- 
erties. If  he  is  successful  in  raising 
enough  money  to  reduce  the  work- 
ing capital  loans  and  the  cash  drain 
from  his  land  holdings,  he  will  be  able 
to  hold  on  to  about  two-thirds  his 
present  empire— over  $1  billion  worth 
of  property.  Unfortunately,  much  of 
what  will  remain  will  be  the  less  de- 
sirable half— condominiums,  apart- 
ment buildings,  hotels. 

A  good  friend  of  President  Gerald 
Ford,  Crow  has  in  the  past  been 
mentioned  as  a  possibility  for  a  high 
political  or  ambassadorial  post.  That 
is  out  until  Crow  can  stem  the  bleed- 
ing in  his  own  empire. 

Says  Crow,  sadly:  "When  they 
write  the  history  of  the  industry,  this 
period  will  be  described  like  the  1929 
crash."  ■ 
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Togetherness 

Since  straight  capitalism  isn't  workable, 
Chrysler  is  trying  a  dose  of  socialism 
to  solve  its  labor  problems  in  Britain. 


The  Englishman  carefully  laid  his 
howler  hat  on  the  bar,  bent  his  leg 
to  the  rail  and  said  to  his  drinking 
companion:  "Did  you  hear  that 
Chrysler  is  going  to  give  its  British 
company  to  the  workers?" 

"Yes,"  replied  his  friend,  "but  will 
they  take  it?" 

Of  course,  it's  not  as  bad  as  all 
that,  but  it's  pretty  bad  for  Chrysler 
U.K.  Ltd.  Its  losses  last  year  came  to 
$42.5  million— thus  accounting  for  a 
big  share  of  the  parent  company's  def- 
icit. This  year,  the  parent  has  had  to 
lend  more  than  $26  million  to  keep  its 
troubled  subsidiary  in  business. 

But  for  Britain's  labor  mess,  Chrys- 
ler U.K.,  with  sales  of  $750  million, 
could  be  a  viable  business.  Its  cars 
are  as  good  as  any  other  popularly 
priced  cars.  In  addition,  it  is  the  foun- 
dation of  Iran's  booming  auto  busi- 
ness, shipping  subassemblies  of  Hill- 
man  Hunters  and  Avengers  to  Iran, 
where  they  are  assembled  by  local 
workers.  With  Britain's  wages  lower 
than  those  paid  in  either  Germany  or 
France,  Chrysler  U.K.  has  the  poten- 
tial for  being  an  important  competitor 
in  international  automobile  markets. 

All  these  advantages,  however,  are 
frittered  away  because  of  the  stop- 
and-go  nature  of  British  production 
resulting  from  constant  strikes  and 
walkouts.  Chrysler  is  not  offering  to 
give  the  plant  to  its  25,000  workers, 
but,  in  order  to  improve  the  labor  sit- 
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uation,  it  is  offering  to  give  them  a 
significant  voice  in  the  management. 
They  would  have  two  seats  on  a  15-  < 
man  board  of  directors  plus  direct  rep- 
resentation on  all  corporate  decision- 
making committees  such  as  finance, 
operations  and  profit  planning.  And 
they  would  get  a  share  (still  to  be 
negotiated)  of  the  profits— if  any. 

Of  course  Chrysler  management 
wants  something  in  return.  It  wants 
the  British  unions  to  agree  to  a  sys- 
tem of  collective  bargaining  more  like 
the  system  in  the  U.S.  In  a  study  four 
years  ago,  management  discovered 
that  the  vast  majority  of  its  work  stop- 
pages lasted  less  than  four  hours.  Typ- 
ically, they  involved  a  local  grievance, 
a  relative  handful  of  workers  and  were 
usually  settled  by  on-the-spot  negotia- 
tion. But  every  such  incident— say,  a 
dispute  over  manning  levels  for  a  par- 
ticular job  or  a  foreman's  idea  of  how 
fast  work  should  go— shut  the  assem- 
bly line  down  until  the  settlement  was 
reached. 

In  the  U.S.,  issues  of  that  caliber 
rarely  lead  to  strikes  or  walkouts. 
Work  goes  on  while  the  negotiations 
go  on.  A  seemingly  small  difference, 
but  in  fact  a  mighty  one. 

Chrysler  U.K.  also  wants  to  cen- 
tralize its  wage  and  benefit  bargain- 
ing as  in  the  U.S.,  where  it  negotiates 
with  a  single  union,  the  United  Auto 
Workers.  At  present  in  Britain  it 
deals    with    ten    different    unions    in 


as  many  as  54  separate  negotiations. 
This  leads  to  competition  among 
union  leaders  at  the  various  plants 
and  among  the  various  crafts  to  see 
who  can  get  the  biggest  deal  for  their 
members.  It  makes  the  local  shop 
steward  immensely  powerful.  By  of- 
fering profit  sharing,  Chrysler  hopes 
to  get  the  workers  to  concentrate  on 
efficient  production  rather  than  on 
maximum  wage  demands.  By  offering 
participation  in  management,  Chrys- 
ler hopes  to  win  over  the  shop  stew- 
ards by  giving  them  a  new  kind  of 
power  in  exchange  for  giving  up  the 
old  land. 

The  Prospects 

What  are  Chrysler's  chances  for 
such  a  deal?  Surprisingly  good,  con- 
sidering the  generally  intransigent 
nature  of  British  trade  unions.  Frank- 
ly, the  workers  are  worried.  They 
have  seen  the  far  bigger  British  Ley- 
land  Motor  Corp.  brought  to  the  wall, 
partly  by  strikes  and  labor  distur- 
bances. Now  that  the  British  Labour 
government  has  taken  over  BLMC, 
the  workers  in  other  plants  are  be- 
ginning to  wonder  whether  BLMC 
won't  become  the  government's  official 
automobile  company  at  the  expense 
of  its  competitors. 

Both  Chrysler  management  and 
the  unions  would  like  low-cost  gov- 
ernment loans  to  Chrysler  such  as 
BLMC  is  getting.  By  offering  worker 
participation  in  management,  Chrys- 
ler clearly  is  hoping  to  please  the 
ideological  leftists  in  the  government 
and  in  the  union.  In  offering  profit 
sharing  and  power  sharing  at  the 
plant  level,  management  hopes  to  get 
a  labor  situation  it  can  live  with. 

It's  an  unorthodox  approach,  but 
the  orthodox  ones  haven't  worked.   ■ 


"Workers'  Participation" 


Workers'  participation  is  a  fact  of 
life  in  Germany  (Forres,  July  15); 
and  management  there  has  learned 
to  live  with  it,  although  it  remains 
nervous  about  recurring  demands  for 
an  increase  in  union  representation 
from  one-third  to  one-half  on  top  cor- 
porate boards  of  directors.  In  Britain 
and  the  U.S.,  however,  unions  and 
the  companies  they  bargain  with 
have  traditionally  maintained  an  ad- 
versary relationship. 

Most  American  businessmen  would 
be  horrified  at  the  mere  thought  of 
having  to  ask  their  union  representa- 
tives whether  a  new  product,  say,  or 
a  new  financial  policy  was  acceptable 
to  them.  And  most  American  union 
leaders,  for  their  part,  would  strongly 
prefer  not  to  be  asked.  Allan  Zack,  a 
spokesman  for  the  AFL-CIO,  puts  it 


like  this:  "The  board  of  directors  is 
there  to  represent  the  stockholders; 
the  union  is  there  to  represent  the  in- 
terests of  the  workers;  sooner  or  later, 
these  two  must  clash."  The  clash  is 
either  resolved  by  negotiation,  arbi- 
tration—or, fortunately  not  too  often, 
by  strikes. 

In  the  U.S.,  the  arms-length  adver- 
sary relationship  works  reasonably 
well— although  the  union  leaders'  need 
to  bring  home  some  bacon  undoubt- 
edly plays  a  role  in  inflation.  In  Brit- 
ain, however,  the  situation  is  a  disas- 
ter. The  difference  is  that  American 
unions  are  responsible  and  maintain 
discipline  in  their  ranks;  British  un- 
ions do  not.  Chrysler  hopes  that  a 
dose  of  the  German  system  may  be 
just  what  the  British  unions  and  their 

government  want. 
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The  way  we  make  chlorine  saves  enough  electricity 
to  light  the  homes  of  Philadelphia  for  a  year. 


Chlorine  is  chlorine,  and  for  the 
nost  part,  one  supplier's  chlorine 
>  just  as  good  as  the  next  guy's. 

So  since  everybody's  chlorine  is 
•asically  created  equal,  Diamond 
>hamrock  found  a  better  way  to 
nake  it. 

Chlorine  is  manufactured  by 
upplying  salt  brine  and  large 
mounts  of  electricity  to  electrolytic 
ells.  At  Diamond  Shamrock,  we 
lesign  cells  which  utilize  a 
)imensionally  Stable  Anode 
DSA::)  made  of  exotic  metals 
ather  than  a  graphite  anode.  This 
)iamond  Shamrock  innovation 
illows  the  manufacturer  of  chlorine 
i  15%  to  20%  reduction  in  power 
onsumption. 

In  fact,  its  use  by  the  North 
American  chlorine  industry  saves 
VA  billion  kilowatt-hours  per  year  — 
nore  than  enough  electricity  to 
ight  the  homes  of  Philadelphia 
or  a  year. 

At  present,  only  50%  of  the 
:hlorine  manufacturers  use  the 
iiaphragm  Cell  with  an  energy- 
aving  Dimensionally  Stable  Anode 
5ut  if  everyone  did,  think  of  the 
electricity  you 
vould  save. 
Vith  the  energy 
.ituation  being 

vhat  it  is,  the  •     w  We  can  keep 

electricity  saved  will  have  an  impact 

>n  our  entire  national  economy. 

The  way  we  make  chlorine 

saves  more  than  electricity. 

By  using  the  Diamond  Shamrock 


diaphragm  cell  to  make 
chlorine,  not  only  is  electricity 
saved,  but  the  environment 
is  helped. 

The  need  to  open  up  a 
Dimensionally  Stable  Anode  . 
Cell  for  cleaning  is  less 
frequent  because  it  operates 
cleaner  than  other  cells. 
Therefore,  less  contaminants 
are  emitted  to  the 
atmosphere.  Also, 
chlorinated  organic  waste 
is  reduced  90%.  Other 
disposable  materials  used  up  in 
the  cells  are  less  than  half  of  what 
was  expected  in  the  past. 

Since  we  make  chlorine  the  way 
we  do,  it  costs  less. 

Because  many  U.S.  industries 
depend  on  Diamond  Shamrock 
for  their  supply  of  chlorine  and  its 


The  additional 
caustic  soda  will 
be  used  for  the 
manufacture  of 
drugs  and  dyes, 
food  processing 
chemicals,  petroleum 
refining,  soaps  and 
detergents,  and  the 
manufacture  of 
aluminum. 

Diamond  Shamrock 
produces  both  liquid 
and  dry  caustic,  in 
various  forms  and  grades. 

For  information  about 
how  we  make  chlorine  and 
caustic  soda,  or  about  Diamond 
Shamrock,  the  international 
corporation  that's  turning  industries 
around  with  chemistry  and  energy, 
write:  Diamond  Shamrock, 


The  way  we  make 

chlorine  saves  2M> 

billion  kilowatt-hours 

of  electricity. 


co-product,  caustic  soda,  Diamond     1100  Superior  Avenue,  Cleveland, 


Shamrock  recently  started  up  a 
1200  ton  per  day  chlorine/caustic 
soda  plant  near  Houston,  Texas  — 
increasing  our  overall  capacity 
approximately  50%. 

This  means  availability  of  more 
chlorine  for  the  manufacture  of 

plastics, 
synthetic 
detergents, 
drugs,  dyes, 
it  lit  for  a  year.  refrigerants,  insec- 

ticides, weed  killers,  solvents,  as 
a  bleaching  agent  for  paper  and 
textiles,  and  for  killing  bacteria 
in  water  purification  and  sewage 
treatment. 


Ohio  44114. 

After  all,  it  doesn't  take  much 
energy  to  write. 


The  way  we  make  chlorine  also  helps 
the  environment. 

DSA  is  a  registered  trademark  of  Electronor  Corporation. 
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Prudhoe  Bay/Alaska 
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..A  major  commitment  of  our  International  and  U.S.  corporate  specialists  is  in  the  exploration 
and  development  of  new  sources  of  energy—  from  the  Java  Sea  to  the  Arctic  Circle. 


Consider  the  source. 


Manufacturers  Hanover 


The  financial  source.Worldwide. 


There's  no  such  thing  as  too  much  comfort. 

1976  Caprice  Classic. 


l976.Chevro!et  makes 

There  comes  a  time  when 
you  think,  '"I  deserve  it,  and 
so  does  my  family."  That's 
the  time  for  Caprice  Classic. 
It  comes  with  the  kind  of 
features  thatexpensive  luxury 
cars  do.  At  a  Chevrolet 
price.  There's  the  comfort 
of  tasteful  surroundings: 
deeply  padded  seats, 
instrument  panel  courtesy 
lights,  rosewood  vinyl  accents 


room  for  America. 

on  the  instrument  panel 
and  trim.  There's  the 
comfort  of  being  blanketed 
from  outside  noises  with  a 
special  sound  insulation 
package.  There's  the  comfort 
of  easy-driving  features  like 
power  steering,  power  disc 
brakes,  automatic  transmission 
and  steel-belted  radial  ply 
tires  with  their  own  radial 
tuned  suspension.  There's  the 


comfort  of  having  quick  stmis 
on  nasty  mornings,  thanks  to 
Chevrolet's  Efficiency  System. 
All  this  in  a  car  with  room 
for  six  and  their  luggage. 
Come  down  and  see  the 
new  '76  Caprice  Classic. 
You  deserve  it. 


Chevrolet 


The  Great  Fiscal  Illusion 

The  mass  of  voters  have  finally  realized  who  pays  for 
government  spending.  They  do,  all  of  them.  Can  a  real 
curb  on  spending  be  far  behind?  Maybe.  But  maybe  not. 


A  well-paid  professional  who  re- 
ceived a  substantial  raise  in  the  past 
fear  took  a  close  look  at  his  pay- 
check recently.  He  was  shocked  to 
discover  that  it  netted  exactly  what 
it  did  a  year  ago,  before  he  received 
the  10%  raise.  Had  the  accounting 
office  made  a  mistake?  No.  Higher 
Social  Security  had  taken  a  big  chunk. 
So  had  higher  state  and  city  taxes. 
And,  the  increase  fell  in  a  higher  fed- 
eral tax  bracket.  Most  of  the  raise  had 
gone  for  taxes.  Factor  in  10%  infla- 
tion, and  he  was  worse  off  than  be- 
fore. He  and  his  wife,  gourmets,  have 
cut  their  food  budget.  "Even  when  I 
was  a  poor  kid,  I  used  to  eat  corned 
beef  and  pastrami  all  the  time.  Now 
I  eat  hot  dogs,"  he  says. 

Curiously,  the  governments  that 
took  such  a  big  bite  from  him  are 
worse  off,  too.  The  Federal  Govern- 
ment can  print  money,  but  were  it 
not  for  that,  it  would  be  no  better 
off  than  New  York  City:  At  $75  bil- 
lion or  more  this  year,  the  federal 
deficit  is  of  wartime  proportions  in  a 
time  of  peace. 

Bulging  deficits  are  becoming  a 
way  of  life.  Government  spending 
continues  to  grow,  but  the  various 
governments  all  over  America  have 
reached— or  passed— the  practical  lim- 
its of  their  power  to  tax. 

President  Ford  has  staked  out  his_ 
position  for  next  year's  campaign:  a 
$28-billion  tax  cut,  enough  to  put 
$200  or  $300  back  in  each  middle- 
class  pocket  next  year,  coupled  with 
equivalent  cuts  in  federal  spending. 
The  President  calls  it  a  "new  direc- 
tion"; the  Democrats  call  it  unreal- 
istic grandstanding. 

Yet  liberal  governors  like  Hugh 
Carey  of  New  York,  Ella  Grasso  of 
Connecticut  and  Jerry  Brown  of  Cali- 
fornia .are  competing  with  conserva- 
tives in  their  enthusiasm  for  govern- 
ment economy  and  a  lid  on  taxes.  In- 
fluential radicals  like  Pete  Hamill 
and  Nicholas  von  Hoffman  have 
called  for  an  end  to  welfare  and  a  re- 
turn to  worker  capitalism.  Black  voters 
are  hard  to  gauge,  but  perhaps  the 
most  prominent  recent  spokesman  for 
the  individual  against  the  claims  of 
the  state  has  been  Muhammed  Ali. 
The  old  scorecards  no  longer  help. 
What  is  Left?  What  is  Right? 

Twenty-five  years  ago  government 
-federal,  state  and  local-took  18%  of 


the  gross  national  product.  Since  then 
government's  share  has  about  dou- 
bled. Is  the  public  getting  twice  as 
much  as  it  got  in  1950?  The  voters' 
answer  is  clearly  and  unequivocally: 
No.  In  some  areas,  education,  for  ex- 
ample, there  are  those  who  think  we 
are  getting  less.  This  binge  of  public 


spending  has  had  many  unforeseen 
consequences;  in  choosing  to  pursue 
one  goal,  we  may  neglect  others. 

"Poverty  is  an  evil  and  great  pover- 
ty is  a  great  evil,"  writes  Oxford  phi- 
losopher J.R.  Lucas,  "but  it  is  not  the 
same  evil  as  lack  of  freedom." 

Lucas  raises  an  issue  and  a  ques- 
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The  Tax-Wage-Price  Spiral-Start  at  the  top.   Ask  yourself:    Is   this 
how  inflation   really  works?  A  few  economists  have  begun  to  look  at 
the  role  of  taxes   in   driving  up  prices,  especially  in   England,  where 
inflations   have   raged  just  after  the  workingman's  tax   bite   has  worsened. 
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When  Benjamin  Disraeli  heard 
in  1875  that  the  Suez  Canal 
was  lor  sale,  he  borrowed  4 
million  pounds  from  the  Roth- 
schilds in  the  name  of  the  cab- 
inet without  telling  Parlia- 
ment. Yet  he  remained  a  stead- 
fast opponent  of  government 
spending— and,  in  fact,  of  de- 
mocracy itself. 


tion  that  is  at  the  forefront  of  Ameri- 
can life  today:  In  our  commendable 
haste  to  abolish  poverty  and  econom- 
ic inequality,  are  we  losing  freedom 
over  how  we  live  our  lives  and  spend 
our  income?  A  Marxist  would  say: 
No.  Freedom  without  economic  equal- 
ity is  no  freedom  at  all.  However,  a 
good  many  Russians,  Poles  and  East 
Germans  would  agree  with  Lucas 
rather  than  with  their  rulers. 

What  has  all  this  to  do  with  busi- 
ness, the  stock  market  and  the  price 
of  groceries?  Plenty. 

Social  spending  of  all  kinds  is  far 
and  away  the  biggest  item  in  govern- 
ment spending  in  the  U.S.  today.  It 
takes  most  of  our  tax  dollar  (defense 
consumes  less  than  20%).  Most  of  it 
goes  for  trying  to  assure  equality  of 
education,  equality  of  health  care, 
equality  of  housing,  equality  of  old- 
age  care  for  Americans.  But  in  the 
end,  acquiring  these  things  for  the 
less  fortunate  involves  a  sacrifice,  not 
only  from  the  well-to-do  but  from  all 
who  work.  Forty  years  ago  only  one 
American  in  60  paid  income  taxes. 
Today  one  in  three  does.  Even  the 
lowest-paid  workingman  must  give  up 
a  big  part  of  his  earnings  today  so 
that  welfare,  health  care  and  old-age 
pensions  can  be  paid. 

Without  question,  government  rend- 
ers many  vital  services  to  the  individ- 
ual. But  it  also  reduces  his  area  of 
choice.  Since  he  must  pay  for  the 
public  schools  whether  he  uses  them 
or  not,  his  ability  to  send  his  children 
to  private  schools  is  lessened.  If  he 
chooses  to  work,  he  must  give  up 
part  of  his  earnings,  not  only  to  those 
who  can't  work  but  also  to  those  who 
won't  work— an  apparently  increasing 
number. 

As  government  gets  bigger,  it  soaks 


INCOME  ILLUSION 

Per  capita  income  in  the  U.S. 
has  been  soaring... 
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. . .  but  adjust  for  inflation  and  the 
climb  is  far  less  steep . . . 
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and  the  gain  in  spendable  income 

is  smaller  yet. 

—5000 


-4000 


r^-3000 
ee 


o 
r^-2000 


— 1000-- 


PER  CAPITA  INCOME, 

1958  DOLLARS, 

MINUS  PER  CAPITA  TAXES 


04 


to 

8 


to 
to 


1 

(O 


to  <0    <0 

Oi  0\    v| 

<0  (O      (A) 


SOURCE: 

TAX  FOUNDATION,  INC.;  FORBES 


When  John  Maynard  Keynes 
addressed  the  problem  of  How 
to  Pay  for  the  War  in  1940,  he 
argued  that  governments  could 
stop  inflation  through  judicious 
taxation.  The  British  govern- 
ment has  taxed  ever  since,  and 
British  prices  have  climbed. 
Could  it  be  that  in  a  democ- 
racy, taxes  fuel  inflation? 


up  capital  that  would  otherwise  be 
available  to  entrepreneurs  to  start  or 
expand  private  businesses.  Again,  free- 
dom of  choice  is  restricted. 

Another  way  to  accomplish  worthy 
public  purposes:  Pass  a  law  requir- 
ing private  industry  to  foot  the  bill  for 
higher  standards.  The  Clean  Air  & 
Water  acts,  Occupational  Health  & 
Safety  Act,  Pension  Reform  Act:  all 
desirable  public  goals,  but  by  causing 
higher  prices  for  consumers,  they  nar- 
row the  range  of  individual  choice. 

Big  government  is  unavoidable 
these  days,  but  how  big?  California's 
Jerry  Brown,  who  ran  as  a  "liberal, " 
recently  cracked:  "Hot  lunches  for 
schoolchildren?  Nobody  ever  gave 
me  a  hot  lunch."  If  Spiro  Agnew  had 
said  that,  the  press  would  have  pil- 
loried him.  Times  are  changing  fast. 

The  British,  who  have  gone  much 
further  than  we  have  in  recutting  the 
national  pie  through  government 
spending,  are  learning  something  new 
and  startling:  The  way  you  cut  the 
pie  affects  its  overall  size.  As  it  re- 
duces incentives  and  enlarges  the  state 
role  in  business,  Britain  is  finding  that 
its  GNP  is  shrinking. 

The  way  you  cut  the  pie  can  also 
affect  the  way  it  tastes.  In  Sweden 
and  Denmark  today  people  are  less 
than  happy  with  their  lot,  despite  cra- 
dle-to-grave security.  In  Denmark, 
most  parties  now  campaign  on  plat- 
forms of  lower  taxes,  fewer  benefits. 
The  Progress  Party  has  become 
the  third-largest  party  almost  ovei 
night,  with  a  promise  to  eventually 
abolish  the  income  tax. 

There  are  signs  that  Americana  are 
waking  up  from  what  Virginia  Poly- 
technic Institute  economist  James   M 
Buchanan   calls   "fiscal   illusion."    Bu 
chanan    is    referring   to    the    fact    thai 
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most  people  are  in  favor  of  having 
the  government  do  things  for  them, 
but  not  in  favor  of  paying  the  bill. 
The  illusion  is  that  they  can  have  the 
benefits  without  the  cost.  The  with- 
holding tax  that  quietly  siphons  off^ 
earning  power  was  a  stroke  of  genius 
from  the  administrative  and  public  re- 
lations point  of  view.  In  this  respect, 
it  is  rather  like  deficit  spending.  But 
both  go  a  long  way  toward  fostering 
the  fiscal  illusion. 

What  has  changed?  Two  things. 
Partly  because  of  the  rising  relative 
prices  of  energy  and  other  natural  re- 
sources, partly  because  of  the  chang- 
ing nature  of  the  economy,  produc- 
tivity has  slowed  down  and  the  pie  is 
no  longer  growing  so  fast.  Instead  of 
taxes  and  butter,  increasingly  the 
choice  is— taxes  or  butter. 

The  other  cause  for  discontent  is 
that  many  voters  suspect  that  the  aims 
of  government  have  shifted.  Increas- 


Printing  money  is  a  neat  but  sneaky  way  of  taxing  recalcitrant  citizens. 
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After  World  War  I  and  after  previous  wars,  government  spending  as  a  percentage  of  GNP 
dropped  sharply.  When  it  dropped,  the  Consumer  Price  Index  eithe¥  dropped  or  stopped  rising. 
But  shortly  after  World  War  II,  the  governments  take  began  to  increase  again  and  so  did  the 
CPI.  Question:  Is  rising  government  spending  the  chief  cause  of  inflation? 
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high  thc\  feel  the  spending  is  di- 
nt ted,  not  toward  helping  the  great 
middle  mass,  hut  to  helping  the 
fringes— the  chronically  poor,  the  very 
rich,  the  criminal,  the  psychotic. 
Where  once  the  public  schools  con- 
centrated on  helping  poor  hut  bright 
kids  get  to  college,  today  they  con- 
( titrate  on  the  cutups.  Expelling  un- 
riih  students  has  become  something 
the  schools  simply  do  not  do. 

Remember  the  Vietnam  "peace  di- 
\  idend?"  There  was  no  dividend. 
Even  before  the  war  ended,  new  gov- 
ernment spending  gobbled  it  up. 
Now,  look  at  the  chart  on  page  33. 
The  top  line  shows  that  government 
spending  ballooned  in  wartime,  then 
settled  down  afterwards  to  new  levels: 
lower  than  in  war,  higher  than  in  the 
peacetime  before  the  war. 

Now  look  at  the  chart  again.  The 
bottom  line  traces  the  consumer  price 
index  over  60  years.  After  World 
War  1.  the  price  index  did  what  it  al- 
ways  has  in  American  history.  It  set- 
tled down  towards  its  prewar  level. 
Now  look  at  the  period  after  World 
War  II:  this  is  the  inflation  that 
baffles  modern  economists.  Instead  of 
falling  ofl,  the  CPI  rises;  instead  of 
abating,  as  it  always  had  in  the  past, 
inflation  actually  accelerated  when 
wartime  price  controls  slackened. 
es  continue  to  rise  to  the  present! 
And  so  does  government  spending! 

Pushme?  Pullyou? 

The  question  we  raise  here  is  a 
difficult  one.  Could  it  be  that  the 
growing  role  of  government  is  itself 
the  prime  engine  of  the  inflation  that 
afflicts  the  entire  industrial  world  to- 
day? Economists  have  paid  a  lot  of 
attention  to  the  government's  part  in 
demand-pull  inflation,  that  is,  to  its 
role  in  putting  money  into  people's 
pockets.  But  they  have  paid  relative- 
ly little  attention  to  its  influence  on 
what  they  call  cost-push  inflation— 
that  is,  the  impact  of  government  tak- 
ing money  out  of  people's  pockets. 
This  is  the  role  of  government  illus- 
trated by  the  drawing  on  page  31. 

In  the  long  run,  does  the  level  of 
taxes  help  determine  the  level  of 
prices?  Economists  generally  say  no. 
Indeed,  they  have  no  short-hand  term 
that  means  "generally  rising  taxes," 
the  way  "inflation"  means  "generally 
rising  prices."  Yet  the  level  of  taxes 
clearly  varies  over  time;  and  the 
classic"  inflations  that  economists 
study— from  the  great  "price  revolu- 
tion" of  the  16th  century  in  Europe 
to  the  fantastic  German  hyperinfla- 
tion of  1923  to  Salvador  Allende's 
Chilean  inflation  of  1972— all  have 
in  common  vast  schemes  of  either  pro- 
posed or  accomplished  taxation.  Have 
sharp  increases  in  taxes,  real  or  feared, 
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The  W-2  Form,  1864-Style.  Imagine  the  difference  if  80  million  voters 
paid  their  taxes  in  one  lump  sum  each  year,  instead  of  little  by  little. 


caused  the  price  level  to  jump  in  the 
past?  More  to  the  point,  could  the 
\  oleanic  eruption  in  the  cost  of  gov- 
ernment—unprecedented in  its  magni- 
tude since  the  16th  century— be  the 
reason  for  our  inexplicable  20th-cen- 
tury price  explosion?  The  answer  sim- 
ply is  not  known. 

Way  back  in  the  Twenties,  in  the 
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)URCE:                                                        E 
CHARD  &  PEGGY  MUSGRAVE 

Public  finance  specialists  call  it 
"Wagner's  Law";  it  says  that  govern- 
ment will  take  an  ever  greater  share 
of  people's  income.  For  many,  the 
question  is:  Can  it  be  repealed? 


predawn  of  the  welfare  state,  the 
British  government  posed  the  question 
to  a  committee  of  businessmen  and 
economists.  The  government  wanted 
to  know:  Would  higher  income  taxes 
stick  on  the  individuals  they  were 
aimed  at  or  would  they  be  passed  on 
to  the  general  public  in  the  form  of 
higher  prices?  In  other  words,  are 
taxes  per  se  inflationary? 

The  famous  John  Maynard  Keynes 
answered  on  behalf  of  his  fellow  econ- 
omists: "The  committee  endorse,  prac- 
tically without  reserve,  the  unani- 
mous opinion  of  the  economists  who 
gave  evidence  that  the  income  tax  is 
not  shifted  and  does  not  lead  to 
higher  prices  to  the  consumer,  as 
against  the  almost  unanimous  opinion 
of  businessmen  to  the  contrary." 

Keynes  had  spoken:  Putting  up 
taxes  will  not  cause  inflation.  He  was, 
in  fact,  confirming  a  theory  that  traced 
back  to  Adam  Smith.  So  as  far  as  the 
profession  of  economics  is  concerned, 
that  was  that.  But  note  that  Ke\  nes  had 
conceded  that  the  businessmen  of  his 
time  did  not  agree.  The  men  on  the 
firing  line  felt  differently  about  the 
situation  than  did  the  men  back  in 
stall  headquarters. 

Today,  businessmen  and  economists 
still  look  at  the  question  differently. 
Hit  a  businessman  with  a  new  tax 
and  he  will  stay  up  nights  seeking  a 
wa\  of  passing  it  on  to  the  next 
man;  that's  his  job.  He  expects  the 
same  of  his  counterpart,  the  labor 
leader.  But,  being  somewhat  in  awe 
of  the  academics,  few  businessmen 
care  to  argue  the  point  in  public. 
Pressed,  many  of  them  will  furrow  their 
brows  to  recall  what  the  last  high- 
paid  consultant  told  them— rather  than 
trusting  to  their  own  experience. 

We  put  the  question  to  Irving  s. 
Shapiro,    the  ptionallv    intelligent 

businessman  who  heads  E.I.  <lu  Pont 
de  Nemours  &  Co.  and  is  in  no  par 
ticular  awe  of  academics.  "1  can't  be- 
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MZEEZS 


Our  clients  received  this  new  in-depth, 
pro-and-con  report  with  our  compliments. 

So  can  you. 


This  study  of  different  sized  cars  takes  into  consideration  the 
latest  data  on  the  energy  shortage  and  inflation.    It  reveals  — 

1)  How  large  and  small  cars  compare  in  operating  economy, 
resale  value,  efficiency  and  safety. 

2)  Hon  high  mileage  and  hard  use  may  effect  maintenance 
and  replacement  cycling. 

3)  Plus  accurate  side-by-side  measurements  of  the  monthly 
expenses  and  depreciation  for  large  and  small  cars. 

And  a  great  deal  more. 

So  clip  out  the  coupon  and  send  for  our  new  report  com- 
paring small  vs.  large  cars.    Size  them  up.    For  free. 


WHEELSinc-  " 

6200  N    Western  Ave     (  hit  ago.  Illinois  60659 

I  iMsirui  C  hevrolets  and  other  fine  cars  and  trucks  for  over  37  years 
Serving  over  500  of  America's  leading  corporations 


WHEELS  inc.  and  associated  companies 

6200  Western  Ave.,  Chicago,  III.  60659  Dept.  F-105 

I'm  interested  in  finding  out  exactly  how  much  money,  time 
and  effort  I  can  save  in  my  fleet's  operation.  Please  send  me 
Wheels'  "Big  vs.  Small  Cars"  report  without  cost  or  obligation. 


We  operate. 
D  Leased 


.Cars. 


□  Co.  Owned 


Trucks 

D  Salesmen  Owned 


NAME. 
TITLE. 


COMPANY 
ADDRESS. 
CITY  


.ZIP. 


lieve  thai  there's  anybody  in  the 
world  who  really  believes  that  taxes 
don't  get  passed  on,"  he  declared. 

What  businessmen  like  Shapiro 
grasp    was    articulated    around    200 

us   ago   by   the   moral   philosopher 
Adam    Dickson,    a    contemporary    of 
\dam  Smith: 

"In  the  payment  of  taxes,  no  man 
is  a  patriot;  everyone  endeavors  to 
evade  them,  or  to  oblige  others  to  re- 
imburse him  for  what  he  pays.  The 
first  can  be  done  only  in  a  small  de- 
gree, the  last  is  the  method  commonly 
taken,'  said  Dickson.  (It  was  Adam 
Smith  himself  who  contradicted  Dick- 
son: A  fellow  might  be  unpatriotic, 
but  beneath  the  invisible  hand  of 
pure  competition,  he  was  helpless  to 
do  anything  about  it— he  couldn't  pass 
on  his  tax.  Our  current  economists,  of 
course,  prefer  theoretical  Smith  to 
practical  Dickson.) 

A  century  or  so  after  Dickson,  the 
English  Prime  Minister  Disraeli  put 
the  same  thing  even  more  elegantly: 
"[in]  Democracy  ...  a  great  impa- 
tience with  the  public  burdens  com- 
bine .  .  .  with  a  great  increase  in  pub- 
lic expenditure."  The  question  we 
raise  here  is:  Should  Disraeli  have 
added  that  the  result  can  kindle 
inflation? 

Certainly  Disraeli  and  Dickson 
agreed:  Nearly  every  citizen  wants 
the  benefits  of  government  spending 
for  himself  and  his  fellow  citizens, 
but  most  of  them  would  prefer  not  to 
pay  for  them.  What  we  want  to  know 
—and  it's  a  question  that  hasn't  been 
asked  much— is  to  what  extent  gen- 
erally do  people  succeed  in  pushing 
their  tax  increases  into  the  price  struc- 
ture? Could  it  be  enough  to  help  ac- 
count for  our  post- World  War  II  in- 
flationary spiral? 

Clearly,  some  taxes  are  more  un- 
pleasant than  others.  The  residents  of 
some  of  our  high-income  suburbs 
scarcely  complain  at  all  about  rela- 
tively high  school  taxes.  They  can  see 
the  benefits  when  Junior  makes  Yale. 
But  the  cost-benefit  relationship  is 
rarely  that  visible.  Indeed,  as  when 
the  Allies  tried  to  force  Germany  to 
tax  itself  to  pay  for  the  reparations 
after  World  War  I,  the  cost-benefit 
relationship  may  be  invisible.  The 
word  is:  alienation.  The  question  is 
whether  its  concrete  result  is  infla- 
tion. What  role  does  "the  consent  of 
the  governed"  play  in  the  tax-price 
equation?  Some  economists  now  be- 
lieve that  inflation  is  a  matter  of  peo- 
ple's expectations;  could  it  be  a  mat- 
ter of  their  indignations,  too? 

Taxes  are  noxious  for  yet  another 
reason.  They  are  immune  from  market 
forces.  If  you  think  new  American 
cars  cost  too  much,  you  can  buy  a 
foreign  car  or  make  your  old  one  last 


The  Antagonists.  Economist  John 
Kenneth  Galbraith  (above)  once  said 
that  there  was  nothing  wrong  with 
New  York  City  that  doubling  its  bud- 
get wouldn't  cure.  Economist  Milton 
Friedman  (below)  doesn't  agree.  But 
neither  connects  inflation  with  the 
size  of  the  budget.  Big  companies 
cause  inflation,  says  Galbraith.  Big 
money  supply,  says  Friedman.  But 
what  about  big  governments? 


longer.  If  you  are  mad  at  the 
ranchers,  you  can  eat  less  beef.  But 
how  do  you  beat  income  taxes?  Bv 
quitting  your  job?  Since  you  can't 
beat  them,  naturally  you  try  passing 
them  on. 

One  curious  effect  of  inflation  is 
that  it  tends  to  make  taxation  a  little 
more  palatable.  Sure,  your  taxes  are 
soaring,  but  you  have  broken  that 
psychologically  important  810,000, 
$20,000  or  '$50,000  pay  barrier. 
You're  not  necessarily  richer  after 
taxes  but  you  feel  a  bit  richer.  In- 
deed you  could  be  poorer,  depend- 
ing on  your  tastes.  (Measure  your 
buying  power— your  net— against  your 
grandfather's.  "Money  illusion,"  mod- 
ern economists  call  it.) 

Inflation  has  its  joys  for  the  bureau- 
crat, too.  Most  of  the  world  operates 
with  income  tax  tables  set  up  in  the 
days  when  $1  was  $1  and  a  British 
pound  was  $5  and  $10,000  was  an 
executive  salary.  Today  the  American 
workingman  is  paying  more  dollars  in 
taxes  than  did  the  executive  of  35 
years  ago.  The  tax  net  now  catches 
everybody  and  the  income  tax  has 
lost  its  original  purpose— which  was  to 
soak  the  well-to-do.  So  progressive 
are  income  tax  rates  today  that  econ- 
omists figure  that  every  time  the 
gross  national  product  increases  by 
10%,  income  taxes  increase  by  15%. 
Inflation,  in  combination  with  the 
progressive  income  tax,  is  a  marvelous 
machine  for  producing  government 
revenues.  This  explains  why  some 
economists  say  we  shouldn't  worry 
about  the  $75-billion  deficit.  When 
a  flagging  economy  picks  up,  they 
say,  the  progressive  tax  s\  stem  will 
soon  wipe  out  the  deficit.  (Unless. 
of  course,  government  spending  con- 
tinues to  rise. ) 

The  politicians  have  already  gotten 
half  the  message— the  half  about 
taxes.  Now  the  question  seems  to  be: 
Will  they  get  the  message  that  taxing 
and  spending  are  intimately  related? 

So  cut,  boys,  cut.  But  cut  where? 
Ay,  there's  the  rub.  Every  govern- 
ment program  has  many  partisans  and 
vested  interests.  It  is  easy  enough  for 
the  comfortable  to  say,  "Cut  welfare: 
put  the  bums  to  work!"  Or:  "Cut  the 
frills  in  education."  But  will  the  high 
way  lobby  give  up  the  highway  pro- 
gram? Will  well-to-do  homeowners 
volunteer  to  pay  higher  taxes,  by  not 
deducting  mortgage  interest  from 
their  taxable  income?  How  about 
rich  farmers?  Banchers?  Schoolteach- 
ers? All   those  businessmen? 

The  tax  rebellion  of  the  mid-S<  \ 
enties  may  look  like  the  old,  simple 
pocketbook  issue.  In  fact,  it  is  the  I 
ginning  of  a  fight  to  keep  the  U.S 
from  becoming  another  Britain  or  an 
other  Argentina.    ■ 
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Announcing  Jaguar XSQ. 
The  (Corporate  Sports  (Bar. 


Beneath  the  polished  well-disciplined  manner  of  a  cor- 
porate executive  there  often  lurks  a  spirit  that  yearns 
for  the  freedom  of  a  sports  car.  It  is  to  this  duality  in  a 
successful  man's  character  that  we  dedicate  our  new 
two-door  vinyl-top  coupe,  the  Jaguar  XJC. 

The  XJC  moves  like  a  sports  car  because  it  is 
fitted  out  like  a  sports  car  with  power-assisted  rack 
and  pinion  steering  and  independent  suspension,  steel- 
belted  radial  tires  and  power  disc  brakes  on  all  four 
wheels. 

You  may  have  the  XJC  with  the  incredibly 
smooth  fuel-injected  Jaguar  V-12  engine  that  delivers 
turbine-like  acceleration  throughout  the  entire  range  of 
driving  speeds.  Or,  you  may  prefer  an  XJC  powered 
by  the  history-making  double-overhead  cam  six.    rjr 

Inside,  the  XJC  is  all  Jaguar  luxury,  with  a 
rich  cabinet  woods  and  deep  carpeting.  Thermo-  k 
statically-controlled  air-conditioning,  eight-track  ^ 
AM   FM  stereo  sound  svstem,  electric  windows    ttl 


BRITISH 


LEYLflMD 


and  central  door  locking  system  are  all  standard.  And 
now,  in  addition  to  its  uncommon  luxury  and  high  per- 
formance capabilities,  the  Jaguar  XJC  provides  its 
owners  with  a  new  warranty. 

For  20,000  miles  or  12  months,  whichever 
comes  first.  Jaguar  will  replace  or  repair  any  part  in 
the  car  that  is  defective  or  that  simply  wears  out,  pro- 
vided only  that  the  owner  maintains  the  car  properly. 
The  only  exceptions  are  the  tires,  which  are  warranted 
by  the  tire  manufacturer,  and  spark  plugs  and  fil- 
ters, which  are  routine  replacement  items.  Even  then, 
if  they  are  defective.  Jaguar  will  pay  to  replace  them. 

See  this  magnificent  Jaguar  XJC  soon.  Be- 
come a  sports  car  enthusiast  even  though  you  may 
[m]  wear  a  corporate  executive's  clothing.  For  the 
y  name  of  the  dealer  nearest  you,  call  these  num- 
)  bers  toll-free:  (800)  447-4700,  or,  in  Illinois. 
r_  (800)  322-4400.  British  Leyland  Motors  Inc.. 
«?]     Leonia.  New  Jersev  07605. 


Jaguar 


Trent  is  more  than  a 
big  name  in  pipe  and  tubing: 
It's  a  fast-growing  part  of 
Colt  Industries. 


!\    . 


TheTVent  TUbe  Division  of  Colt  Industries  is  the 
nation's  leading  producer  of  welded  stainless  steel  pipe  and 
tubing — products  that  have  demonstrated  advantages  in 
high-temperature,  cryogenic,  corrosive  and  nuclear  environ- 
ments. One  reason  forTVent  leadership  is  innovation.  In 
1974  sales   developing  a  proprietary  tube  production  process. 

In  applying  a  new  Crucible  titanium-stabilized  alloy 
steel  to  the  manufacture  of  tubing  for  use  in 
extraordinarily  corrosive  conditions.  In  respond- 
ing to  new  needs  in  chemical,  food,  beverage,  and 
other  industries.  In  meeting  critical  product 
!335*—  performance  requirements  in  petroleum  refining, 
liquefied  natural  gas  transportation,  and  electric  power 
generation.  Teamed  with  the  specialty  steels  and  industrial 
products  listed  below,  TVent  pipe  and  tubing  helped  us 
achieve  record  1974  sales  of  more  than  $  1  billion.  For  a 
copy  of  our  1974  annual  report,  write  Colt  Industries  Inc, 
Dept  F2,  430  Park  Ave.,  New  York,  N.Y.  10022. 

Crucible  specialty  steels  •  Trent  welded  stainless  steel  pipe  and  tubing 

Fairbanks  Morse  diesel  engines  and  pumps  •  Fairbanks  scales 

Pratt  &  Whitney  and  Elox  production  equipment  •  Quincy  compressors 

Central  Moloney  transformers  •  Chandler  Evans  fuel  controls  Onlf  IllflllCtPiPC 


Holley  carburetors  •  Colt  firearms  and  sporting  equipment 


@ 


Lengths  of  welded  stainless 
steel  pipe  are  fed  through  an 
annealing  furnace  at  the  Trent 
Tube  Division  plant  in  Carroll- 
ton,  Georgia.  In  the  process, 
pipe  is  heated  to  nearly  2,000 
degrees  F.  and  quenched  to 
assure  its  corrosion-resistant 
properties. 


The  Supersolvent 


On  page  24,  we  recount  how  one  of 
the  smartest  and  soundest  real  estate 
men  in  the  U.S.,  Trammell  Crow,  is 
having  to  sell  some  of  his  best  prop- 
erties to  pay  his  bills.  Crow  has  as- 
sets aplenty,  but  he  allowed  himself 
to  get  high  on  debt  and  low  on  cash. 
Crow  borrowed  money  to  buy  unde- 
veloped land  to  keep  it  out  of  other 
people's  hands.  When  the  recession 
hit,  he  couldn't  build  on  the  land  and 


was  stuck  with  high  interest  costs  and 
little  or  no  cash  flow  from  the  land. 
That  small  mistake  will  cost  him  a 
third  of  his  empire. 

No  longer  is  it  the  mark  of  a  fuddy- 
duddy  to  be  free  of  debt.  There  are 
lots  of  advantages  to  it.  One  is  that 
you  always  have  plenty  of  collateral 
to  borrow  against  if  you  do  get  in* 
a  jam.  Another  is  that  if  a  business 
investment    does    go   bad,    you    don't 


have  to  pay  interest  on  your  mistake. 

Debt-free,  you  don't  have  to  worry 
about  what  happens  if  the  prime  rate 
goes  to  12%  again.  You  might  even 
welcome  it.  You  could  lend  out  your 
own  surplus  cash  at  those  rates. 

Not  only  does  debt  saddle  you  with 
interest  rates,  it  must,  alas,  be  repaid. 
If  you  can't  repay  on  schedule  you  are 
bankrupt— even  if  your  business  is 
profitable.  The  day  when  investors  and 
bankers  would  buy  just  anything  that 
could  be  described  as  a  bond  are  long 
past.  Just  ask  New  York  City's  Mayor 
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Airborne  Freight 

$      28.2 

$  5.22 

$  1.16 

10 

9 

20%-  41A 

$0.50 

5.0% 

Alcon  Laboratories 

62.1 

6.12 

1.06 

21 1A 

20 

42 3/4-  93A 

0.24 

1.1 

Allied  Maintenance 

52.1 

10.38 

1.69 

10V4 

6 

44%-  83/8 

0.60 

5.9 

American  District  Telegraph 

219.9 

21.11 

2.11 

193A 

9 

68'A-15 

0.56 

2.8 

American  Home  Products 

1,241.6 

4.39 

1.50 

317/8 

21 

483A-17 

0.92 

2.9 

Amsted  Industries 

217.8 

57.42 

11.94 

55 

5 

70V4-24V2 

3.60 

6.5 

Automatic  Data  Processing 

105.7 

9.15 

1.98 

47 

24 

993/4-203/4 

0.40 

0.9 

Aztec  Oil  &  Gas 

88.6 

13.03 

0.94 

16% 

18 

281A-  6% 

0.20 

1.2 

Bandag 

92.0 

5.26 

1.44 

26 

18 

43     -  4V4 

none 



CR  Bard 

89.9 

7.54 

1.03 

105/a 

10 

42     -  9% 

0.20 

1.9 

Bell  &  Howell 

414.5 

32.71 

2.37 

17V4 

7 

733/8-    83A 

0.84 

4.9 

H&R  Block 

93.9 

5.13 

1.56 

131/2 

9 

42V2-  51A 

0.80 

5.9 

Briggs  &  Stratton 

153.2 

17.40 

2.53 

43  3/4 

17 

63% -21% 

1.60 

3.7 

Campbell  Red  Lake* 

37.7 

3.46 

1.68 

22 

13 

48%-  73A 

0.60 

2.7 

Campbell  Soup 

824.3 

18.44 

2.61 

28% 

11 

373/8-221A 

1.24 

4.3 

Carter-Wallace 

152.6 

11.48 

0.92 

63A 

7 

35 1A-  43A 

0.40 

5.9 

Chicago  Pneumatic  Tool 

233.3 

30.64 

3.77 

27% 

7 

483/4-193/4 

2.00 

7.2 

Cleveland-Cliffs  Iron 

259.1 

63.83 

9.36 

951A 

20 

1 03  V2 -333A 

2.60 

2.7 

Coca-Cola 

1,536.3 

16.02 

3.55 

70 

150     -44% 

2.30 

3.3 

Communications  Satellite 

430.3 

38.47 

4.82 

35% 

7 

84% -22  3A 

1.00 

2.8 

Curtiss-Wright 

306.8 

19.10 

1.45 

10% 

7 

591A-  5 

0.40 

3.8 

Data  General 

71.2 

5.87 

1.50 

28Ve 

19 

49     -  53/8 

none 



Dr  Pepper 

48.6 

2.27 

0.49 

9  3/4 

20 

30     -  6V2 

0.30 

3.1 

Dome  Mines* 

109.8 

13.50 

3.39 

36 

11 

65% -15 

0.80 

2.2 

RR  Donnelley 

371.5 

15.32 

1.62 

18% 

12 

28     -13% 

0.60 

3.2 

Dun  &  Bradstreet 

345.0 

5.25 

1.51 

25% 

17 

42     -13V2 

1.00 

3.9 

Eastman  Kodak 

4,703.3 

21.12 

3.76 

89  Va 

24 

1513/4-57% 

1.56 

1.7 

Eckerd  Drugs 

59.4 

8.39 

1.44 

13V4 

9 

44%-  5 

0.28 

2.1 

Electronic  Data  Systems 

96.8 

5.47 

1.21 

15V2 

13 

162     -IOV2 

0.50 

3.2 

Emery  Air  Freight 

64.2 

4.90 

1.51 

40V2 

27 

75     -2OV2 

0.96 

2.4 

Fleetwood  Enterprises 

106.6 

6.96 

0.54 

10% 

19 

49%-  3V2 

0.24 

2.3 

Foote,  Cone  &  Belding 

42.8 

5.92 

1.40 

91A 

7 

14     -  51A 

0.80 

8.6 

Fort  Howard  Paper 

138.8 

7.73 

2.16 

26 

12 

32'A-12 

0.48 

1.8 

Freeport  Minerals 

420.0 

20.53 

4.30 

22% 

5 

34       -113/4 

1.60 

7.0 

Genuine  Parts 

204.3 

8.75 

1.61 

30'A 

19 

50'/8-10% 

0.64 

2.1 

Giant  Portland  Cement 

34.8 

13.95 

1.25 

11% 

9 

17%-  7V2 

1.00 

8.6 

Great  Lakes  Dredge  &  Dock 

53.0 

36.53 

3.20 

14% 

5 

40V2-101A 

1.20 

8.1 

Helene  Curtis 

32.7 

8.78 

0.94 

6V2 

7 

16%-  2 

none 



Hewlett-Packard 

654.4 

16.68 

3.21 

94% 

29 

1 20  Vi  -193/b 

0.30 

0.3 

Hillenbrand  Industries 

84.2 

13.49 

2.74 

18% 

7 

34% -11% 

0.68 

3.6 

Holly  Sugar 

160.7 

47.78 

19.17 

30 

2 

39     -10% 

3.00 

10.0 

Homestake  Mining 

155.0 

10.86 

2.74 

36% 

13 

69%-  8Vb 

1.00 

2.7 

Howard  Johnson 

216.1 

8.51 

1.06 

12 'A 

12 

34%-  4 

0.24 

2.0 

Illinois  Tool  Work 

175.4 

10.73 

1.57 

231/8 

15 

37     -10 

0.50 

2.2 

Intl  Flavor  &  Frag 

234.4 

4.14 

0.76 

22% 

30 

493/e-14V4 

0.30 

I    I 

Johnson  &  Johnson 

1,405.7 

17.44 

3.05 

79% 

26 

133     -37'A 

0.80 

1.0 

t  Total  assets    (excluding   intangibles,   if  any)    minus  total 

Mobilities  ond 

preferred   stock  d 

ivlded  by 

the   number  of 

common  shores  outstanding. 

*  All  dollar  figures  are  Canadion  currency  except  for  stocl' 

prices. 
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What  costs  American  communi- 
ties billions  of  dollars  a  year  to 
sweep  under  the  carpet  into  landfills 
and  incinerators  is  what  most 
people  call  pollution.  Grumman 
calls  it  opportunity. 

That's  because  Grumman  has 
systems  for  recovering  money  from 
waste.  Money  from  rubbish.  Money 
from  chimney  smoke.  Plus  a  way  to 
save  energy  in  offices  and  factories 
that  normally  is  wasted. 

The  solid-gold  garbage  truck. 

In  one  of  Grumman's  pilot  proj- 
ects in  recovering  usable  materials 


from  solid  waste,  a  town  in  Italy 
earns  one  million  dollars  a  year  from 
its  garbage.  Imagine  how  much  a 
big  city  could  earn.  From  industrial 
exhaust  gases,  another  Grumman 
waste  recovery  system  collects 
valuable  ammonia  that  can  be 
reused. 

And  conservation,  too . . . 

To  make  sure  Grumman's  space- 
science  techniques  for  conserving 
energy  work,  we  tried  out  our 
energy  conservation  program  in 
our  own  corporate  headquarters. 
More  than  seven  million  square  feet 
of  space.  Over  22,000  employees. 
And  we  conserved  enough  energy 
to  supply  another  seven  million 
square  feet. 

The  Grumman  company  offers 
hard-pressed  communities  a  chance 
to  make  their  pollution-control  pro- 
grams pay  for  themselves. 


some  cities  call  pollution 


Grumman.  Where  people 
make  the  difference. 

The  common  denominator  of 
Grumman  is  people.  It  is  people 
with  a  particular  ability  to  transfer 
something  they  learn  in  one  technol- 
ogy and  apply  it  to  another.  People 
with  the  imagination  to  find  oppor- 
tunity in  what  some  companies 
would  regard  as  a  problem. 

So  think  of  Grumman  not  just  as 
an  aircraft  company,  not  just  as  a 
remarkably  diversified  company, 
but  as  a  company  where  our  people 
make  the  difference. 

Grumman  Corporation, 
Bethpage,  New  York  1 1714. 

GRUMMAN 
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Or  Pan  American  World  Air- 
S  boss  William  Seawell.  With  the 
,  hieing  a  capital  shortage  that 
could  last  for  decades,  nobody  but 
the  primest  borrowers  can  any  longer 
assume  that  it  will  be  easy  to  roll  over 
debt  when  it  becomes  due.  In  the  days 
of  5%  money,  lending  was  a  sucker's 
game  and  the  wise  man  borrowed. 
But  lenders  aren't  dumb  any  more. 
They  know  all  about  inflation;  they 
know  that  the  worm  has  turned. 

For  many  companies,  then,  debt  is 
a    kind    of    time    bomb.     Especially 


among  railroads  and  utilities  that 
have  huge  amounts  of  low-interest 
debt  on  their  books— paying  as  little 
as  3.5%  interest.  As  this  debt  ma- 
tures, it  must  be  refinanced— if  it  can 
be  refinanced— at  9%  or  10%  or  more. 
That  can  play  hell  with  profits. 

The  92  stocks  listed  here  share 
one  common  characteristic:  They  have 
little  or  no  debt;  at  most,  5%  of  their 
total  capital.  They  are  financed  al- 
most entirely  with  equity  capital— 
that  is,  the  assets  really  do  belong  to 
the  common  stockholders. 


Not  all  of  these  are  great  compa- 
nies, but  all  of  them  are  in  an  en- 
viable financial  position.  Problems 
they  may  have,  but  liquidity  is  not 
one  of  them.  At  the  beginning  of  the 
year  (Jan.  1,  p.  36),  in  talking  about 
the  danger  of  debt  in  the  current  en- 
vironment, we  used  an  analogy  from 
the  game  of  Monopoly:  "You  can  have 
hotels  on  Park  Place  and  the  Board- 
«-  walk,  but  if  you  don't  have  $100  in 
cash  when  you  need  it,  down  come 
your  hotels."  The  analogy  is  even 
more  apt  today.   ■ 


Latest 

Recent 

Total 

Tangible 

12-Month 

Price/ 

Current 

Current 

Assets 

Equity  Per 

Earnings  Per 

Recent 

Earnings 

1970-75 

Indicated 

Indicated 

Company 

(mil) 

Sharet 

Share 

Price 

Ratio 

Price  Range 

Dividend 

Yield 

Kellogg 

$    509.5 

$  4.51 

$1.15 

18 

16 

203A-  83A 

$0.70 

3.9% 

Eli  Lilly 

1,265.1 

12.09 

2.61 

51  % 

20 

92V2-37V2 

1.10 

2.2 

Longs  Drug  Stores 

82.1 

11.27 

2.52 

60% 

24 

85 'A -21 

0.80 

1.3 

Lubrizol 

291.9 

10.03 

2.61 

42  Vs 

16 

56%-191A 

1.00 

2.4 

Marion  Laboratories 

59.7 

4.95 

1.23 

161A 

13 

573A  -11% 

0.52 

3.2 

Masonite 

314.5 

13.61 

0.25 

18 

72 

40V4-12V2 

0.54 

3.0 

Maytag 

122.9 

8.01 

1.53 

27% 

18 

463A-16 

1.30 

4.7 

Mesta  Machine 

69.7 

45.01 

1.31 

I6V2 

13 

31% -11% 

0.80 

4.8 

Microwave  Associates 

35.0 

17.73 

1.96 

15V4 

8 

44%-  7% 

none 



Monarch  Machine 

57.8 

27.06 

4.30 

17% 

4 

25%-  8% 

1.20 

6.7 

Nalco  Chemical 

187.0 

6.87 

1.50 

25 

17 

413A-13 

0.60 

2.4 

National  Chemsearch 

117.1 

6.31 

1.54 

28% 

18 

52  3/4 -10% 

0.32 

1.1 

National  Presto 

88.2 

53.77 

5.50 

273A 

5 

39% -21% 

1.20 

4.3 

Northgate  Exploration* 

57.8 

7.20 

0.02 

3% 



18%-  2% 

none 



Northwestern  Steel  &  Wire 

240.0 

23.32 

3.57 

35% 

10 

46     -19 

2.40 

6.7 

Pacific  Tin 

17.7 

14.08 

1.40 

7% 

6 

18%-  63A 

0.80 

10.2 

Perkin-Elmer 

219.9 

8.04 

1.08 

22% 

20 

43%-  8% 

0.28 

1.3 

Petrie  Stores 

104.9 

13.04 

3.26 

56V2 

17 

80     -13% 

0.80 

1.4 

Polaroid 

768.4 

19.39 

1.15 

335/b 

29 

149% -14% 

0.32 

1.0 

Publicker  Inds 

145.6 

12.30 

0.48 

5 

10 

9%-  2% 

none 



Hexham 

54.4 

9.39 

0.49 

3% 

6 

9%-  2% 

0.20 

6.4 

AH  Robins 

190.3 

4.47 

1.03 

9% 

9 

403A-  8% 

0.24 

2.6 

Rockower  Bros 

30.2 

12.16 

0.69 

83A 

13 

24%-  43/8 

0.52 

5.9 

Rorer-Amchem 

183.6 

9.06 

1.99 

18 

9 

39% -123/4 

0.90 

5.0 

Sargent-Welch  Scientific 

45.4 

12.71 

1.32 

11 

8 

17%-  4% 

0.40 

3.6 

Sav-On-Drug 

64.9 

6.06 

0.60 

5 'A 

9 

22     -  2% 

0.15 

2.9 

Schering-Plough 

658.9 

9.28 

2.42 

48% 

20 

87% -30% 

0.88 

1.8 

Simplicity  Pattern 

120.2 

6.64 

0.63 

10% 

16 

603/8-  6% 

0.40 

3.9 

Skyline 

91.1 

7.24 

0.25 

14% 

59 

74     -  9% 

0.24 

1.6 

Spartan 

35.2 

12.64 

1.98 

7Vi 

4 

11 3/4-  3% 

0.24 

3.3 

LS  Starrer! 

51.0 

18.33 

2.67 

181A 

7 

25     -133/a 

1.00 

5.5 

Stewart-Warner 

173.8 

27.74 

3.25 

22 

7 

40% -16% 

1  92 

8.7 

Stone  &  Webster 

170.7 

29.20 

5.83 

57% 

10 

89% -25 

2.50 

4.3 

Superscope 

122.7 

23.21 

3.27 

11% 

3 

40%-  8 

none 



Technican 

221.1 

5.78 

0.88 

7'A 

8 

55     -  4% 

none 



Thomas  &  Berts 

98.5 

9.69 

1.77 

35% 

20 

61% -12% 

0.76 

2.1 

Timken 

596.7 

41.44 

5.69 

37 

7 

443A  -24% 

2.20 

5.9 

Tootsie  Roll 

29.1 

9.36 

0.62 

53A 

9 

19%-  4% 

0.40 

7.0 

Tropicana  Products 

94.4 

6.24 

1.36 

20V2 

15 

603/a-  5% 

0.20 

1.0 

Unitrode 

24.5 

7.43 

0.59 

4% 

8 

18%-   3% 

none 



Universal  Leaf  Tobacco 

237.2 

43.89 

5.94 

37 

6 

41  %  -21  % 

2.24 

6.1 

Hiram  Walker-Good  &  Worts       863.5 

30.45 

3.00 

28V2 

10 

57 'A -28 

1.40 

4.9 

Watkins-Johnson 

47.0 

12.19 

1.82 

273A 

15 

48%-  93A 

0.20 

0.7 

Weis  Markets 

89.2 

11.97 

2.28 

18% 

8 

29%  -123/b 

0.60 

3.3 

Winn-Dixie 

445.5 

15.59 

2.70 

39  % 

15 

443A-17% 

1.44 

3.6 

Wm  Wrigley  Jr 

194.5 

36.22 

5.98 

55% 

9 

98% -38 

2.40 

4.3 

t  Total   assets    (excluding   intangibles,   il 

any)    minus  total 

liabilities  and 

preferred    stock 

divided  by 

the   number  ol 

common  shores  oulstandina. 

*  All  dollar  figures  are  Canadian  currency  except  for  stock 

prices 
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Taking  The 
River  Road 

Natural  gas  pipeliners  are  judged 
these  days  by  how  successfully  they 
have  managed  to  get  out.  With  their 
original  business  in  the  suffocating 
coils  of  the  Federal  Power  Commis- 
sion, most  interstate  pipeliners  went 
into  oil  and  gas  production;  some,  like 
Texas  Eastern,  made  it  almost  their 
only  diversification.  A  few,  notably 
Tenneco  and  El  Paso,  turned  them- 
selves into  conglomerates.  But  big, 
slow-moving  William  M.  Elmer,  chair- 
man of  Texas  Gas  Transmission,  is 
the  only  one  who  took  his  company 
into  water  transport. 

"The  bloom  was  off  the  rose  in  the 
interstate  gas  business  by  1960,"  says 
Elmer  in  his  Owensboro,  Ky.  office. 
So  he  set  a  goal  of  making  gas  earn- 
ings no  more  than  half  the  total.  First, 
he  stepped  up  Texas  Gas  Transmis- 
sion's fledgling  oil  and  gas  produc- 
tion effort,  and  began  negotiating  to 
buy  American  Commercial  Barge 
Lines,  then  the  largest  U.S.  barge 
company,  with  shipbuilding  and 
trucking  divisions  as  well.  Elmer  didn't 
get  ACBL  until  1968,  but  look  what 
it  and  his  oil  and  gas  production  have 
been  able  to  do  for  the  company. 

Last  year  half  of  its  $693-million 
revenues  came  from  gas  transmission, 
but  only  45%  of  net.  Over  half  of 
earnings  came  from  inland  waterway 
operations  (25%),  trucking  (5%)  and 
oil  and  gas  (24%).  Among  the  big  in- 
terstate pipeliners,  TGT's  return  on 
capital  over  the  last  five  years  is  sec- 
ond only  to  that  of  Southern  Natural 
Resources  (whose  earnings  kick  comes 
from  contract  drilling). 

Elmer  now  figures  he  can  make  his 
diversifications  yield  75%  of  earnings. 
River  transport,  with  its  ability  to  haul 
large  cargoes  long  distances  for  far 
less  than  rail  or  truck  carriage,  is 
about  to  boom.  Even  some  railroad- 
ers seem  to  agree,  for  ACBL  has  a 
huge  joint  venture  with  Burlington 
Northern  .to  move  coal  from  Wyoming 
strip  mines  east  by  rail  to  the  Mis- 
sissippi, and  then  by  barge  down  the 
river  to  southern  utilities.  The  first 
river  terminal  near  St.  Louis,  to  be 
finished  by  1978,  will  have  a  yearly 
coal  capacity  of  10  million  tons— dou- 
ble ACBL's  total  1974  coal  capacity. 

Of  course,  there  are  a  few  disad- 
vantages, like  cyclically:  TGT  has 
had  three  earnings  dips  in  the  last  de- 
cade, and  its  trucking  business  barely 
broke  even  in  this  year's  first  half. 

Is  Elmer  willing  to  take  cyclically 
as  the  price  of  growth?  "Absolutely," 
he  says.  And  why  not?  ■ 


Yes,  the  whiskies  in  J  &  B  are  rare  indeed.  But  the 
essence  of  J  &  B  Rare  Scotch  is  in  our  uncompromising 
quest  for  perfection.  For  more  than  100  years,  no  one 
has  ever  matched  the  rare  taste  of  J  &  B.  And  never  will. 
That's  why  J  &  B  has  it.  And  always  will. 

86  Proof  Blended  Scotch  Whisky  ©1975  Poddington  Corp.,  NY. 
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Karl  Landegger's  Paper  Fortune 


If  you  never  heard  of  Karl  Landegger,  that's 

fine  with  the  Austrian-born  paper  magnate,  who 

is  one  of  the  U.S.'  wealthiest  men. 


New  York's  Parsons  &  Whittemore, 
Inc.  is  the  world's  largest  builder  of 
pulp  and  paper  mills,  and  it  is  one  of 
the  last  of  a  vanishing  breed:  The 
large,  family  company,  owned  and 
run  essentially  by  one  man,  70-year- 
old  Karl  Francis  Landegger.  "If  I  had 
gone  public  50  years  ago,"  says  Lan- 
degger, in  the  harsh,  flat  accents  of 
his  native  Austria,  "we  might  have  a 
turnover  of  $1  billion  today.  But  I 
don't  suffer  from  megalomania.  I 
don't  have  to  be  the  biggest." 

As  it  is,  Parsons  &  Whittemore  is 
pretty  big.  It  has  assets  of  $400  mil- 
lion and  does  about  $350  million  in 
sales.  Besides  building  paper  mills  for 
others,  P&W  produces  wood  pulp  for 
the  open  market  and  through  a  sub- 
sidiary, Black  Clawson,  is  second  only 
to  Beloit  Corp.  (also  privately  owned) 
as  a  manufacturer  of  papermaking 
machinery.  The  Landegger  family's 
worth  is  anybody's  guess,  but  con- 
sidering that  P&W's  net  worth  is  close 


to  $100  million,  it  surely  ranks  among 
the  wealthiest  in  the  U.S. 

A  reserved  and  private  person,  the 
tall,  craggy-featured  Landegger  dis- 
likes talking  about  himself  and  dis- 
cusses his  business  only  in  the  most 
general  terms.  His  son,  Carl  C.  Lan- 
degger (C.C.),  45,  runs  the  compa- 
ny's day-to-day  operations,  but  it  is 
no  secret  that  the  patriarch  is  still 
very  much  in  control. 

The  Landeggers  are  one  of  Adolf 
Hitler's  many  gifts  to  America.  The 
son  of  a  wealthy  Viennese  doctor,  the 
elder  Landegger  was  educated  in  a 
Benedictine  monastery  and  later 
abandoned  medical  school  for  busi- 
ness. He  bought  a  run-down  paper 
mill  at  Wels,  Austria  with  a  $5,000 
down  payment  borrowed  from  his 
father  and  $200,000  in  promissory 
notes.  In  1938,  with  Hitler's  jack- 
boots poised  to  cross  the  Austrian 
frontier,  Landegger  packed  his  bags, 
and,  with  $40,000,  moved  to  England. 


There  he  went  to  work  for  a  former 
customer  who  sent  him  to  the  U.S.  in 
1940  to  buy  pulp  for  wartime  Britain. 

Landegger  did  well  for  his  em- 
ployers. With  Scandinavian  pulp  cut 
off  by  the  German  occupation  of  Nor- 
way, Landegger  supplied  the  Latin 
American  market  with  U.S.  pulp.  In 
1944  he  bought  Parsons  &  Whitte- 
more, then  a  smallish  U.S.  paper 
merchant,  and  a  year  later  the  British 
firm  that  had  employed  him. 

In  the  beginning,  P&W  was  simply 
a  pulp  trading  firm.  At  the  end  of 
the  war  Landegger  began  to  see  op- 
portunities for  an  enterprising  firm  in 
building  pulp  and  paper  mills  in  un- 
derdeveloped countries.  These  coun- 
tries needed  paper  if  they  were  to  de- 
velop, but  they  were  hard  put  to  gen- 
erate the  foreign  exchange  to  import 
the  pulp  and  paper  they  needed  for 
their  own  consumption. 

Landegger  offered  to  build  these 
countries  pulp  mills  on  a  turnkey  ba- 


Rexnord 

Problem-solving  products. 

Built  with  craftsmanship  and 

engineered  with  skill 

At  Rexnord,  our  commitment  to  industry  is  single- 
minded  and  simply-stated:  solve  problems  for  in- 
dustry. Our  belief  in  engineering  excellence  and 
outstanding  craftsmanship  makes  it  possible.  You 
will  f.nd  the  evidence  of  our  problem-solving  capa- 
bilities  in  many,  many  industries  world-wide. 
Rexnord  is  a  trusted  name  in  power  transmission 
and  conveying  components;  fluid  power  products; 
specialty  fasteners;  air  and  wastewater  treatment 
equipment;  construction  machinery;  mining  and 
quarrying  equipment;  material  handling  equip- 
ment; railway  maintenance  equipment;  and  epoxy 
resin  systems.  All  built  with  craftsmanship  and 
engineered  with  skill. 

Rexnord's  capabilities  and  our  products  are  dis- 
cussed in  our  new  corporate  brochure.  For  your 
copy,  write  W.  C.  Messinger,  Chairman,  Rexnord 
Inc.,  P.  O.  Box  2922,  Milwaukee,  Wisconsin  53201. 

Rexnord 
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Nordbergmine  hoists 

—  engineered  for  the  site 

to  boost  safety,  reliability 


"\ 


Every  installation  is  thoroughly  analyzed  to  make 
sure  that  the  hoist  is  perfectly  matched  to  the  oper- 
ation. Wide  selection  answers  any  tonnage  or  depth 
requirement.  Manual,  semi-automatic,  or  fully 


automatic. 


Rexnord 
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sis.  P&W  would  make  the  feasibility 
studies,  do  the  engineering  and  de- 
sign work,  undertake  the  construc- 
tion, arrange  the  financing,  even  train 
the  personnel  and  turn  over  to  the 
customer  the  key  to  a  going  concern. 
"We  tell  the  client,"  Landegger  says, 
"this  is  what  we  are  going  to  build, 
this  is  what  we  will  charge— to  the 
penny,  and  this  is  what  we  guarantee 
—400  tons  a  day,  or  whatever  it  is. 
We  give  the  mill  to  him  after  the 
start-up— after  we  meet  the  guaran- 
teed level  of  production." 

Landegger's  international  back- 
ground had  alerted  him  to  this  op- 
portunity. "American  companies,"  he 
points  out,  "don't  need  this  kind  of 
service.  They  have  good  engineering 
departments  and  know  how  to  do  it. 
But  somebody  in  Nigeria  does  not." 

Landegger  prides  himself  on  the 
skill  with  which  P&W  has  found  ways 
to  utilize  native  materials  to  supply 
such  mills— not  simply  the  tree  fibers 
on  which  the  pulp  and  paper  busi- 
ness in  the  northern  hemisphere  is 
based,  but  a  wide  variety  of  less  con- 
ventional materials  as  well.  These  in- 
clude bamboo,  sugarcane,  wheat 
straw,  rice  straw,  sisal,  esparto  grass, 
more  than  21  different  cellulose  fibers 
altogether.  Landegger  has  built  54 
mills  so  far— in  India,  Chile,  Rumania, 


South  Vietnam  and  many  other  de- 
veloping countries.  "The  trick,"  a 
competitor  says,  "is  being  able  to  cost 
out  the  raw  material.  P&W  is  the  best 
in  the  business  at  doing  that." 

Headquartered  in  New  York,  P&W 
operates  through  subsidiaries  in  Can- 
ada, England,  France  and  Japan,  and 
this  gives  it  the  flexibility  to  reach 
out  for  contracts  virtually  everywhere 
in  the  world.  P&W's  new  Spanish  mill 
was  built  and  financed  from  London, 
its  Algerian  mills  from  France,  while 
its  Angolan  mill  was  split  between 
London  and  Paris.  A  proposed  Rus- 
sian mill  will  be  financed  out  of  Can- 
ada, England  and  France. 

Landegger  knows  paper,  but  he 
knows  money,  too.  "When  you  build 
mills  anywhere,"  he  says,  "you  have 
to  borrow  money,  and  in  underde- 
veloped countries  the  customers  very 
often  do  not  know  how  to  go  about  it. 
You  have  to  arrange  it  for  them,  show 
them  how  to  do  it.  Both  my  sons  put 
a  year  in  with  the  Bank  of  America 
when  they  came  out  of  college  to 
learn  banking.  I  told  them,  you  have 
to  learn  how  to  borrow  money." 

Borrowing  is  important  when  you 
deal  with  the  less  developed  coun- 
tries, because  it  usually  requires  a 
third  party  to  pay  the  tab:  The  coun- 
try has  the  need;  you  have  the  tech- 


Camloc  fasteners 

—  engineered  for 

positive  time-saving  connections 


Camloc  fasteners  deliver  the  positive  locking  and 
quick  release  that  designers  demand  today.  They're 
engineered  to  perform  time  aftertime.  Smartly  styled, 
easy  to  instaHl  and  economically  priced.  Small  won- 
der they're  widely  used  throughout  industry. 

Rexnord 
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Rex  components 
engineered  to  increase 
your  design  freedom 


A 


You  choose  from  over  4000  types  and  sizes  of  chain 
for  drive,  elevator,  and  conveyor  use.  Roller  bear- 
ings with  interchangeable  seals.  Flexible  couplings, 
shaft  seals,  belt  conveyor  idlers,  universal  joints, 
and  more. 

Rexnord 
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but  somebody  else  must  put 
up  the  money,  and  Landegger  spe- 
cializes in  arranging  loans  guaranteed 
under  U.S.  foreign  aid  programs. 

As  time  went  on,  Landegger  began 
taking  equity  positions  in  some  of 
these  mills— in  part  as  a  token  of  faith 
in  the  venture.  As  recently  as  1969 
P&W  had  equity  investments  in  no 
fewer  than  14  mills  around  the  world, 
including  a  group  of  mills  in  France 
and  Belgium  that  comprised  the  larg- 
est pulp  and  paper  complex  in  the 
Common  Market.  Eventually,  the 
French  government  forced  him  to  sell 
his  French  interests,  but  by  then 
Landegger  had  developed  a  taste  for 
operating  mills  of  his  own. 

P&W  began  building  mills  for  its 
own  account  with  the  construction, 
in  the  late  Sixties,  of  two  major  mills 
in  Canada— an  $80-million,  800-ton- 
a-day  pulp  mill  in  Saskatchewan,  and 
a  $140-million,  750-ton-a-day  mill 
in  New  Brunswick.  Each  has  been 
highly  successful. 

Bad  Weather  Ahead 

Landegger  had  conceived  another 
and  even  more  ambitious  Canadian 
mill,  Athabasca  Forest  Industries,  a 
1,400-ton-a-day  mill,  slated  to  be  built 
in  partnership  with  the  Saskatchewan 
government.     But     the     project     fell 


afoul  of  the  rising  anti-American,  an- 
tibusiness  mood  of  the  Canadian  Far 
West.  With  the  project  already  under 
way,  a  new  regime  swept  into  power 
in  Saskatchewan  and  canceled  the 
whole  deal. 

The  loss  of  the  Saskatchewan  proj- 
ect and  of  P&W's  holdings  in  France 
and  elsewhere  has  raised  some  big 
questions  about  its  future  direction. 
Landegger  made  his  mark  building 
mills  in  27  countries  around  the  world, 
but  in  most  of  these  countries  antifor- 
eign-business  sentiment  has  become 
stronger  and  stronger,  and  P&W  has 
found  it  harder  to  land  contracts  than 
it  used  to.  To  make  matters  worse, 
double-digit  inflation  is  not  compati- 
ble with  turnkey,  fixed-price  contracts. 
"Until  three  or  four  years  ago,"  Lan- 
degger says,  "we  took  fixed-price  con- 
tracts. Now  we  don't  take  any  with- 
out escalation,  but  this  makes  it 
much  more  difficult  to  win  a  contract. 
We  must  tell  a  customer,  this  mill 
will  cost  $80  million,  $85  million, 
$100  million— the  man  has  to  arrange 
his  money.  If  we  tell  him,  'Sorry,  we 
must  have  escalation,'  he  has  to  have 
an  escalation  reserve,  and  sometimes 
that's  more  than  he  can  manage." 

P&W  has  just  completed  a  mill  in 
Spain,  it  will  complete  three  more 
over  the  next  year  in  Algeria,  and  it 


has  another  scheduled  to  get  under 
way  in  Angola— at  the  worst  possible 
time  in  that  chaotic  ex-Portuguese 
colony.  P&W  is  dickering  for  another 
big  one  in  the  Soviet  Union  and  still 
another  in  Papua  New  Guinea.  But 
with  only  four  projects  under  way, 
P&W's  turnkey  business  is  slacker  than 
it  has  been  in  years.  All  this  is  forcing 
P&W.  to  expand  its  position  as  a  pro- 
c  ducer  of  market  pulp  and  to  do  so  in 
the  biggest  and  most  competitive  mar- 
ket of  all,  the  U.S. 

In  January  Landegger  added  a 
small  specialty  paper  company  in 
Michigan  to  the  three  other  small 
paper  mills  he  owns  in  Greece,  Aus- 
tria and  the  Malagasy  Republic.  More 
significantly,  however,  he  announced 
plans  for  two  major  pulp  mills  in  the 
U.S.,  each  involving  more  than  600 
tons  a  day  capacity  and  expenditures 
of  more  than  $200  million.  One  is  a 
hardwood  mill  in  New  Hampshire  on 
the  Connecticut  River;  the  other,  a 
softwood  mill  in  Alabama.  "It  may 
take  another  year,"  Landegger  says, 
"to  put  at  least  the  Alabama  project 
together." 

At  this  point,  Landegger  is  in  no 
hurry.  Worldwide  pulp  demand  has 
dropped  in  recent  months  and 
dropped  substantially,  and  Landegger 
has  no  intention  of  going  ahead  until 
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Rex  traveling  water  screens 

—  engineered  to  remove  debris 

from  intake  waters 


Leaves,  sticks,  and  other  debris  are  removed  from 
the  water  by  these  Rex  screens,  thus  preventing 
damage  to  plant  equipment  and  costly  shut- 
downs. Screens  are  automatically  controlled  to  suit 
operating  conditions. 

Envirex 

a  Rexnord  Company 


Hanna  fluid  power  products 

—  engineered  for  efficiency 

in  motion  control 


Hydraulic  and  pneumatic  cylinders  for  efficient, 
high-speed  service.  Industrial  shock  absorbers  for 
positive  cushioning  that  permits  faster  cycling. 
Simple,  uncomplicated  air  valves;  one  series 
actually  triples  air  flow  capacity. 
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the  market  firms  up.  "If  our  economy 
recovers,"  he  says,  "then  everybody 
says  there  will  be  a  shortage  of  pulp. 
But  I  think  a  lot  of  people  are  far 
too  optimistic." 

Meanwhile,  Landegger  can  fall 
back  upon  Black  Clawson,  the  paper 
machinery  company  he  has  been  ex- 
panding and  developing  for  two  de- 
cades now.  Black  Clawson,  under  the 
presidency  of  son  Carl  Landegger, 
derives  maybe  8%  of  its  volume  from 
providing  equipment  to  Parsons  & 
Whittemore  construction  projects. 
The  bulk  comes  from  providing  others 
with  paper-making  machines  and  an- 
cillary equipment,  like  pulpers  and 
whole-log  chippers,  which  increase 
the  forest  yield  by  40%,  simply  by 
being  able  to  consume  the  whole  tree. 
With  around  $80  million  in  sales, 
around  a  fourth  of  P&W's  total,  Black 
Clawson  has  also  been  staking  out 
new  territory  in  recent  years  by  mov- 
ing imaginatively  into  new  projects 
like  the  widely  publicized  Hemp- 
stead, Long  Island  solid-waste  re- 
covery project  (Forbes,  Dec.  15, 
1972),  which  is  reclaiming  garbage, 
reducing  it  to  its  basic  raw  materials 
for  reuse  and  in  the  process  generat- 
ing electricity  for  local  use. 

The  rising  tides  of  inflation  and  of 
nationalism    may    continue    to    hurt 


P&W's  basic  business,  but  Landegger 
does  not  have  to  worry  about  chang- 
ing his  style  to  keep  stockholders  hap- 
py. "I  am  used  to  making  decisions 
without  asking  anybody,"  Landegger 
says.  "I  consult  with  our  executives, 
of  course.  But  we  are  able  to  make 
decisions  immediately,  and  we  don't 
have  to  bother  much  about  that.  I 
take  risks  that  perhaps  the  president 
of  a  public  company  would  not  see 
reason  to  take,  because  he  would  be 
afraid  somebody  would  cut  his  head 
off  if  things  go  wrong." 

Private  World 

Sensitive  to  populist  attacks  upon 
the  accumulation  of  private  wealth, 
Landegger  uneasily  admits  that  he 
manages  Parsons  &  Whittemore  the 
way  any  other  private  company  is 
managed— so  as  to  maximize  cash  flow 
but  reduce  its  tax  exposure  to  the 
absolute  minimum.  "Our  balance 
sheet  must  be  read  differently  from 
the  balance  sheet  of  a  public  com- 
pany. The  company  is  100%  owned 
by  myself  and  my  immediate  family, 
and  I  have  no  interest  to  blow  myself 
up,  neither  in  profit  nor  in  capital, 
so  we  are  perhaps  more  conservative 
in  our  balance  sheet.  We  defer  earn- 
ings as  much  as  we  can— naturally  un- 
der   the    rules    of    Internal    Revenue. 


What  matters  is  our  cash  flow,  and 
that,  I  assure  you,  is  substantial." 

How  substantial?  Something  over 
$45  million,  according  to  Landegger 
himself.  In  terms  of  aftertax  income, 
Landegger  probably  isn't  terribly  rich. 
But  in  what  really  counts,  which  is 
cash  flow,  he  is  one  of  the  richest 
men  in  the  U.S. 

"There's  no  advantage  for  us  to  go 
public,"  he  says.  "I  built  the  busi- 
ness from  practically  nothing,  so  if  I 
go  public,  there  will  be  big  capital 
gains  involved. 

"Obviously,  I'm  70  years  old,"  Karl 
Landegger  says.  "I  won't  be  here  to 
run  the  company  another  30  years. 
But  I  believe  we  have  a  reasonable 
chance  to  develop  along  the  same 
lines  we  have  already  developed— in- 
to pulp  manufacture,  primarily.  Our 
business  developed  over  the  years— I 
cannot  say  on  a  specific,  laid-out  plan. 
It  developed  by  taking  opportunities 
as  they  arose  and  as  I  saw  them. 
I  believe  that  is  what  we  should  con- 
tinue to  do.  And  what  we  will  con- 
tinue to  do." 

What  head  of  a  public  company 
would  be  willing  to  admit  that  he 
runs  the  business  by  the  seat  of  his 
pants?  But  then,  how  many  public 
companies  have  the  flexibility  Parsons 
&  Whittemore  has?  ■ 


Rex  landfill  compactors 

—  engineered  for  fast,  sanitary 

disposal  of  solid  wastes 
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This  rugged  equipment  provides  the  compaction 
power  and  versatility  it  takes  to  operate  a  sanitary 
landfill  most  efficiently.  They  compress  trash  more 
compactly*  for  added  landfill  capacity.  Reduce 
problems  of  vermin,  insects,  fire,  and  odors. 
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Learn  more  about  Rexnord 
problem-solving.  Write  us 


Our  corporate 
brochure  and  annual 
report  detail  the  many 
ways  that  Rexnord 
might  be  of  help  to  you 
Just  fill  out  coupon 
below  and  mail  to 
W.  C.  Messinger, 
Chairman, 
Rexnord  Inc.,  P.  O. 
Box  2022,  Milwaukee, 
Wisconsin  53201. 
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R  TRADE  FINANCING 
HEADACHES 

Another  Chase  advantage:  the  unparalleled  reach  of  the  Chase  global 
network  can  radically  simplify  your  import/export  dealings. 


Chase  is  uniquely  equipped  to  help 
you  gain  a  larger  share  of  trade  in  the 
world's  marketplaces.  Because  Chase 
provides  the  depth  of  resources  and 
the  massive  financial  strength  only  a 
major  international  bank  can  offer.  Plus 
branches,  affiliates,  and  subsidiaries 
in  95  countries. 

Which  means  Chase  can  deliver  the 
intimatelocalknowledgeyou  must  have 


to  carve  out  trade  opportunities  in  re- 
mote markets.  Can  ease  you  through 
complex  local  regulations  and  restric- 
tions. And  guide  you  in  selecting  the 
right  currencies  for  each  transaction. 
Chase  works  on  this  premise:  that 
the  better  we  know  your  needs,  the 
more  effectively  we  can  serve  you. 
And  thus  save  you  money  as  well  as 
lend  it. 


Take  advantage  of  Chase  trade 
financing.  To  get  it  working  for  you, 
just  contact  your  Chase  relationship 
manager.  Today. 
Give  your  company 
The  Chase  Advantage.  ,i| 
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Tanks,  But  No  Tanks 

There's  a  big  shakeout  coming  in  the  way  gasoline  is  sold 
and  distributed  in  the  U.S.  It  will  be  painful. 


Under  pressures  generated  by 
OPEC's  quadrupling  of  oil  prices,  the 
U.S.'  traditional  gasoline  distribution 
system  is  coming  apart  at  the  seams. 

"The  tank-wagon  price  is  an  anti- 
quated way  of  financing  our  costly 
castles  [super  gas  stations].  It  should 
be  junked  for  a  rack-pricing  system," 
says  Thomas  Sigler,  Continental  Oil's 
marketing  vice  president. 

"That's  stupid,"  replies  Gulf  Oil's 
marketing  chief,  CM.  Sharp.  "It's  like 
a  Catholic  telling  a  Protestant  he 
ought  to  be  a  Catholic,  or  vice  versa." 

What's  all  this  got  to  do  with  the 
price  of  gasoline?  Plenty.  The  tank- 
ivagon  price  is  what  the  major  oil  com- 
panies charge  their  service  station 
dealers  for  delivered  gasoline.  The 
rack  price  is  what  the  gasoline  can  be 
purchased  for  at  a  refinery  truck  rack. 
Throughout  the  country  the  tank- 
wagon  price  is  about  4  cents  more 
than  the  rack  price.  The  extra  4  cents 
is  not  really  profit.  It  pays  for  what 
the  oil  company  renders  the  dealer- 
advertising,  credit  cards,  brand-name 
use.  Much  of  it  is  used  by  the  com- 
panies to,  in  effect,  subsidize  dealers 
in  less  profitable  locations. 

Big  money  is  involved.  This  differ- 
ential—a kind  of  wholesalers'  charge 
—adds  up  to  $4  billion  a  year. 

Not  surprisingly,  many  dealers  look 
enviously  at  that  4  cents,  which  they 
would  like  to  keep  for  themselves. 
Well  organized  and  vocal  after  four 
years  of  industry  turmoil,  the  dealers 
are  demanding  a  switch  to  rack  pric- 
ing. They  are  backed  by  125  inde- 
pendent refining  and  marketing  com- 
panies and  a  large  number  of  job- 
bers. Though  these  two  groups  supply 
only  about  18%  of  the  U.S.'  195,000 
service  stations,  they  pump  nearly  25% 
of  all  the  gasoline. 

Some  of  the  majors  have  accepted 
the  idea  of- rack  pricing.  Besides  Con- 
oco, they  include  Cities  Service  and 
Phillips.  But  others,  like  Gulf,  Atlan- 
tic Richfield  and  Amoco,  oppose  it. 

Like  nearly  everything  else  in  the 
gasoline  business,  tank-wagon  pricing 
had  its  origins  in  cheap  oil.  The  oil 
companies  made  their  money  out  of 
crude  oil,  not  out  of  gasoline  stations. 


No  gas  any  day.  Some  stations  are 
being  converted  to  things  like 
hamburger  stands  and  minifarms. 
But  most  sit  and  wait  for  a  buyer. 


They  were  willing  to  lose  money  on 
stations  if  it  meant  selling  more  oil. 
Out  of  that  situation  grew  the  large 
number  of  heavily  trafficked  cross- 
roads served  by  as  many  as  three  or 
four  competiting  stations;  everybody 
wanted  a  piece  of  that  market  even 
if  they  lost  a  little  money  on  it. 

"After  all,"  says  DuVal  Dickey, 
marketing  chief  at  Exxon,  "most  sta- 
tions were  built  only  because  the  ma- 
jors were  willing  to  invest  in  them." 
The  stations,  which  were  leased  to 
dealers  on  a  standard  1.5-cent-a-gal- 
lon  lease  often  cost  much  more  than 
that  to  carry.  Fred  C.  Allvine,  pro- 
fessor of  marketing  at  Georgia  In- 
stitute of  Technology,  has  studied 
gasoline  marketing  for  ten  years.  All- 
vine  says  that  the  cost  of  building 
and  maintaining  a  major-brand  gaso- 
line station  averages  around  6  cents  a 
gallon;  the  tank  differential  plus  the 
standard  rent  come  to  no  more  than 
that.  "The  majors  have  made  little  or 
nothing  out  of  the  retailing  end," 
says  Allvine. 

But  with  the  Organization  of  Pe- 
troleum Exporting  Countries  taking 
the  profit  at  the  wellhead,  the  oil 
companies  must  look  elsewhere  for 
their  profits.  They  are  far  less  inter- 
ested in  subsidizing  marginal  dealers. 
They  are  looking  enviously  at  the  suc- 
cess of  the  discounters  who  are  able 
to  save  their  customers  the  4-cent 
.differential  and  still  make  a  nice  prof- 
it out  of  the  volume.  In  a  price-con- 
scious market  like  the  present  one,  the 
independents  are  gaining  steadily.  In 
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Westinghouse  Today... 


World's  largest  hydro  generator  starts  up, 
Grand  Coulee's  output  jumps  30%. 


■ 


■ 


Photo  courtesy  Bureau  of  Reclamation 

Today  Grand  Coulee  Dam  produces  600,000  more 
kilowatts  of  electric  power  than  it  did  early  last  month, 
as  the  world's  largest  hydroelectric  generator  goes 
into  service. 

This  added  capacity  will  help  relieve  a  critical 
shortage  of  power  in  the  Northwest.  Water  power 
is  a  clean,  economical  source  of  electricity  wherever 
rivers  can  be  developed. 

Moved  from  our  Pittsburgh  plant  to  the  state  of 
Washington  on  180  railway  cars,  the  unique  gen- 
erator required  500  man-years  of  work  to  design, 
manufacture  and  assemble.  It  weighs  71/2  million 
pounds  and  is  embedded  in  a  concrete  housing  85 
feet  in  diameter. 

Two  identical  units,  now  being  built,  are 
scheduled  to  begin  operation  in  1 976.  The  three  will 
almost  double  Grand  Coulee's  output. 
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just  the  past  two  years  their  share  of 
the  market  has  gone  up  from  23%  to 
25%.  "The  consumer  places  his  vote, 
and  you  start  moving  in  that  direc- 
tion," says  Exxon's  Dickey.  Over  50% 
of  Exxon's  917  company-operated  sta- 
tions  are  partly  or  fully  self-service. 

The  wind  is  full  of  straws.  The 
building  of  gas  stations  has  virtually 
ceased.  In  1970  there  were  2,500 
new  ones;  last  year  only  200.  Best 
guesses  for  this  year  fall  in  the  250 
range  at  most.  The  oil  companies  have 
also  cut  back  on  TV  advertising— 
which  means,  in  effect,  less  backup 
for  their  dealers  and  thus  less  excuse 
for  the  4-cent  differential. 

Meanwhile,  the  oil  companies  are 
paring  away  at  the  number  of  sta- 
tions. The  high-water  mark  of  226,459 
reached  in  1972  has  since  dropped  to 
an  estimated  195,000  in  1975.  Many 
are  taking  back  leases  and  running 
them  outright,  often  as  high-volume, 
self-service  operations. 

The  stronger  dealers  have  much  to 
gain  from  rack  pricing,  but  the  weak- 
er ones  may  end  up  by  being  sorry 
they  asked  for  it.  The  stronger  ones 
will  be  able  to  pass  the  savings  on  to 
the  consumer  and  pick  up  market 
share.  The  weaker  ones,  bereft  of  sub- 
sidies from  the  oil  companies,  will 
have  to  try  keeping  the  differential 
for  themselves.  Many  of  them  will  end 
up  out  of  business.  But  the  stronger 
dealers  may  lose,  too,  if  eventually 
their  high  margins  attract  the  majors. 

Pass  A  Law 

Worried,  the  dealers  are  using  their 
political  clout  to  push  laws  through 
state  legislatures  forbidding  refiners 
from  taking  back  leased  outlets. 
"They've  been  squeezing  us,"  growls 
Lou  Haskell,  an  Arlington,  Va.  Sunoco 
dealer  and  president  of  the  National 
Congress  of  Petroleum  Retailers, 
"and  we're  going  to  squeeze  back." 
Their  concern  is  understandable,  but 
most  leases  are  for  a  year,  and  the  sta- 
tions do  belong  to  the  oil  companies. 

A  shakeout  to  far  fewer  but  bigger 
outlets  would  probably  benefit  the 
public:  It  could  expect  to  buy  more 
and  more  gasoline  at  discount  prices. 
A  shakeout  ^vould  hurt  some  dealers 
and  help  others.  It  would  hurt  some 
oil  companies,  too,  especially  those 
stuck  with  a  large  number  of  low-vol- 
ume outlets;  they  would  face  serious 
write-offs  if  they  were  forced  to  close 
many  of  these  stations. 

That's  why  there  is  such  divided 
opinion  on  a  changeover  to  rack  pric- 
ing. "With  rack  pricing,"  says  Pro- 
fessor Allvine,  "most  dealers  wouldn't 
exist  for  long.  Competition  would 
really  shake  down  the  system." 

Shakedowns  are  always  painful,  but 
this  one  looks  unavoidable.   ■ 
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"Do  you  own  any  stocks, bonds  or  Chivas  Regal?" 


12  Years  Old  Worldwide  •  Blended  Scotch  Whisky  •  86  Proof 
General  Wine  ckSpirits  Co.,N.Y. 
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Can  40,000  Feet  Be 
As  Good  As  84,000? 

If  so,  then  discounter  S.S.  Kresge  has 
lots  of  earnings  growth  ahead.  If  not 


After  a  short  but  sharp  earnings 
stumble  last  Christmas,  Detroit-based 
discounter  S.S.  Kresge,  the  U.S.'  third- 
largest  mass  merchandiser,  with  1974 
sales  of  $5.5  billion,  has  made  a  spec- 
tacular recovery. 

Kresge,  like  many  a  retailer,  nearly 
choked  on  its  Christmas  inventory. 
But  it  swiftly  cut  back,  trimmed  costs 
and  is  moving  ahead  with  its  old  vig- 
or. Unlike  big  competitors  Sears,  Roe- 
buck and  J.C.  Penney,  Kresge  will 
probably  report  record  earnings  this 
year.  In  fact,  such  are  its  current  sales 
gains  (22%  in  the  second  quarter) 
that  next  year  it  may  well  surpass  J.C. 
Penney  in  both  sales  and  earnings  and 
become   second  only   to   giant   Sears. 

No  time  for  a  gamble?  Today 
Kresge  seems  to  be  engaged  in  one 
that  it  could  not  avoid.  Kresge's  big 
problem  now  is  not  how  to  beat  the 
competition  in  discounting,  such  as 
it  is.  Rather,  it  is  how  to  maintain 
its  momentum  over  the  next  decade— 
a  much  taller  order  at  today's  $6-bil- 
lion  sales  than  at  the  $600-miilion 
(most  of  it  from  variety-store  type 
sales)  it  was  racking  up  back  in  the 
mid-Sixties. 

Well  aware  of  this,  Kresge  about 
three  years  ago  decided  that  to  reach 
its  1980  sales  target  of  $12  billion,  it 
needed  something  different  from  its 
standard  big  K  mart  stores  of  84,000 
to  95,000  square  feet  each.  As  Chair- 
man Robert  E.  Dewar,  52,  acknowl- 
edges, "We  are  at  the  point  where 
we  are  now  represented  in  over  85% 
of  all  large  standard  metropolitan 
markets."  He  quickly  adds  that  the 
company  is  far  from  the  saturation 
point,  especially  in  the  Northeast.  Still, 
if  Kresge  is  to  maintain  its  recent 
growth  rate,  it  must  mine  new  markets. 

A  few  years  ago  Kresge  began  open- 
ing smaller,  65,000-to-70,000-square- 
foot,  K  marts  in  cities  of  50,000  to 
75,000  population.  Then  last  year  it 
decided  that  if  it  were  to  meet  its 
growth  goals,  it  had  to  go  all  the 
way  down  to  a  much  smaller  store 


of  40,000  square  feet  designed  for 
cities  of  8,000  to  15,000.  Last  year 
the  first  eight  of  these  new  so-called 
Group  9  K  marts  were  built.  This  year 
that  figure  will  triple  to  25  to  30,  and 
next  year  will  jump  to  40,  about  30% 
of  all  K  marts  to  be  built. 

It's  The  Real  Thing 

Chairman  Dewar  grants  that  the 
Group  9  store  "right  now  doesn't  have 
white  goods,  appliances  or  building 
supplies,  nor  does  it  have  a  cafeteria. 
But  we  could  add  departments  later." 
And  he  worries  whether  "too  much 
fuss"  is  being  made  over  the  new 
stores.  "Some  analysts  and  a  few  trade 
publications  are  implying  that  the 
Group  9  stores  wouldn't  be  real  K 
marts,  just  smaller  stores  with  much 
more  limited  assortments.  That  just 
isn't  accurate.  We  have  a  number  of 
smaller  sized  stores  that  we  have  ex- 
panded, and  we  have  added  depart- 
ments to  the  mix.  We  experiment. 
We  now  have  major  appliances  and 
building  supplies  in  some  of  our 
65,000-foot  stores." 

It  is  true  that  occasionally  some 
smaller  stores  were  expanded,  but  it  is 
also  true  that  they  were  in  marketing 
areas  with  retail  sales  of  $100  mil- 
lion plus,  us.  $50  million  to  $65  mil- 
lion in  a  typical  Group  9  area.  Thus 
the  upgrading  prospects  in  the  latter 
would  seem  to  be  inherently  more 
limited. 

Dewar  anticipates  that  the  new 
small  stores,  despite  their  narrower 
range  of  merchandise,  will  show  a 
pretax  return  on  investment  of  around 
25%  after  three  years,  about  the  same 
as  the  larger  stores  frequently  make 
after  four  years.  His  reasons:  The 
small  stores  have  fewer  but  faster-sell- 
ing items,  lower  inventory  costs,  low- 
er labor  and  lower  lease  rental  costs. 

But  note  that  these  presumed  ad- 
vantages—if they  prove  true— only 
serve  to  make  the  small  K  mart  equal 
its  larger  cousin  in  eventual  return 
on    investment.    And    there    are    also 


some  minuses.  Acquisition  costs 
(scouting,  site  selection,  real  estate 
and  the  like)  will  probably  be  greater 
per  dollar  of  sales  for  a  small  unit 
than  for  a  larger  one.  So  will  super- 
vision and  management  costs,  unless 
Kresge  is  willing  to  settle  for  a  man- 
ager in  a  small  store  who  is  willing  to 
accept  significantly  less  than  the  man- 
ager of  a  large  store  might  make. 

There  is  one  gain  to  be  had  from 
the  sharp  increase  in  the  number  of 
Group  9  stores  being  opened.  Kresge 
charges  off  all  its  preopening  ex- 
penses in  the  first  year  of  a  store's 
operation.  Small  stores  incur  around 
half  the  preopening  expenses  of  the 
largest  units.  This  means  that  the  to- 
tal of  such  expense  will  not  rise  as 
fast  in  the  next  two  to  three  years 
—at  the  same  time  that  big  stores 
opened  in  the  recent  past  will  be 
reaching  their  profit  peaks.  But  the 
gain  is  temporary,  for  the  lower  open- 
ing costs  of  small  stores  are  ultimately 
matched  by   their  lower   total   profit. 

On  balance,  it  is  hard  to  see  how 
Kresge's  move  to  smaller  units  can  be 
more  than  a  partial  answer  to  its 
growth  needs,  even  if  the  program 
succeeds  handsomely.  And  that  is  by 
no  means  certain.  The  greatest  suc- 
cesses in  U.S.  retailing  have  tended  to 
stem  from  trading  up  in  volume  or 
merchandise  or  both— not  down. 

Much  is  at  stake  here  for  Kresge, 
which,  unlike  Sears  or  Penney,  does 
not  have  other  substantial  earnings 
sources  such  as  catalogs  or  insurance 
—into  which  Kresge  has  only  recent- 
ly moved.  If  the  Group  9  program 
proves  disappointing,  or  even  mere- 
ly not  hefty  enough  to  sustain  the 
company's  past  growth  rate,  then  by 
the  end  of  the  Seventies  it  should 
gradually  become  apparent  that  the 
days  of  Kresge's  fancy  earnings  in- 
creases are  past.  And  sometime  be- 
fore then  investors  will  have  to  ask 
themselves  whether  they  are  willing 
to  pay  over  30  times  earnings  for  that 
kind  of  a  long-run  prospect.   ■ 
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ROLLS 

I 


ROYCE, 


YOU  CAN  SEE 
THE  ROLLS-ROYCE 
MOTOR  CARS 


AT  ANY  OF  THESE  DEALERS. 

ALABAMA 

Birmingham/Doug  Willey  Pontiac  Inc. 

ARIZONA 

Scottsdale/Max  of  Switzerland 

CALIFORNIA 

Beverly  Hills/Turnbull  &  Gamble  Inc. 
Costa  Mesa/Roy  Carver  Inc. 
Pasadena/Peter  Satori  Co.,  Ltd. 
San  Francisco/British  Motor  Car 

Distributors,  Ltd. 
Van  Nuys/Hamillon  Buick  Company 

COLORADO 

Denver/The  Kumpf  Motor  Car  Company 

CONNECTICUT 

E.  Hartford/Hoffman  Oldsmobile,  Inc. 
Greenwich/Imported  Cars  of  Greenwich,  Inc. 

FLORIDA 

Fort  Lauderdale/Taylor  Imported  Motors  Inc. 

Miami/C.  R.  Berry  Rolls-Royce,  Inc. 

St.  Petersburg/Scarritt  Motors,  Inc. 

West  Palm  Beach/Taylor  Imported  Motors  Inc. 

GEORGIA 

Atlanta/Mitchell  Motors,  Inc. 

HAWAII 

Honolulu/Universal  Motor  Co.,  Ltd. 

ILLINOIS 

Chicago/Loeber  Motors 

INDIANA 

Zionsville  (near  Indianapolis)/ 
Albers  Rolls-Royce 

KANSAS 

Overland  Park/Heshion  Motors  Incorporated 

LOUISIANA 

New  Orleans/Durham  Motors,  Inc. 

MARYLAND 

Bethesda/McNey  Motors  Inc. 
Glen  Burnie/Lee  Oldsmobile,  Inc. 

MASSACHUSETTS 

Boston/Foreign  Motors,  Inc. 
Natick/Foreign  Motors  West  Incorporated 

MICHIGAN 

Detroit/Falvey  Motor  Sales  Co. 
Troy/Falvey  Motors  of  Troy,  Inc. 

MINNESOTA 

Minnetonka/Sears  Imported  Autos,  Inc. 

MISSOURI 

St.  Louis/Charles  Schmitt  &  Co. 

NEVADA 

Reno/Modern  Classic  Motors 

NEW  JERSEY 

Montclair/lmported  Motor  Car  Co. 

NEW  YORK 

Glen  Cove/Rallye  Motors,  Inc. 
New  York/Park  Ward  Motors,  Inc. 
Palmyra/Palmyra  Motors  Inc. 

NORTH  CAROLINA 

High  Point/Transco,  Inc. 

OHIO 

Cincinnati/Williams  Ford  Sales,  Inc. 
Cleveland/Qua  Buick,  Inc. 
Worthington/Rolls-Royce  of  Columbus,  Inc. 

OKLAHOMA 

Tulsa/Siggi  Grimm  Motors,  Inc. 

OREGON 

Portland/British  Motor  Cars  of  Portland 

PENNSYLVANIA 

Philadelphia/Keenan  Motors,  Inc. 
Sewickley/Ascot  Imported  Cars,  Inc. 

RHODE  ISLAND 

Providence/lnskip  Motors,  Inc. 

TENNESSEE 

Memphis/Robertson  Motors,  Inc. 
Nashville/E.  Gray  Smith 

TEXAS 

Dallas/Overseas  Motors  Corporation 
Fort  Worth/Overseas  Motors  Corporation 
Houston/Sam  Montgomery  Oldsmobile  Co. 

UTAH 

Salt  Lake  City/Peck  &  Shaw  Fine  Cars,  Inc. 

VIRGINIA  * 

Richmond/Dominion  Rolls-Royce  Ltd. 

WASHINGTON 

Seattle/British  Motor  Cars  of  Seattle,  Inc. 

WISCONSIN 

Milwaukee/Uptown  Motors,  Inc. 


Mr.  Lynn  Perkins 

Public  Relations  and  Advertising  Manager 

Rolls-Royce  Motors  Inc.,  Dept.  S305K 

Box  564,  Paramus,  N.J.  07652 

rn   I  enclose  $50.00.  Please  send  me  a 
Rolls-Royce  Owner's  Manual. 

□   I  enclose*$3.00.  Please  send  me  the 
brochure  on  the  new  Rolls-Royces. 

n  I  enclose  $5.00.  Please  send  me  "The 
Rolls-Royce  Story,"  a  full-color  picture- 
history  poster  of  the  Rolls-Royce. 


Name. 


Address. 
City 


-State- 


-Zip. 


Portugal: 


The  Worst  Is  Yet  To  Come 


Staff  writer  John  Dizard  has  just  re- 
turned from  a  visit  to  Portugal.  Here's 
his  on-the-spot  report  on  the  massive 
hangover  that  awaits  the  group  that 
finally  achieves  power  in  that  beauti- 
ful, talented  but  unruly  land. 

Coming  back  to  the  States  from  Lis- 
bon, you  wonder  which  side  of  Alice's 
mirror  you've  stepped  through.  The 
press  is  running  self-satisfied  articles 
about  the  "triumph  of  democracy" 
that  Portugal's  Sixth  Provisional 
Government  represents.  Sure,  the  cur- 
rent government's  makeup  is  a  more 
accurate  reflection  of  the  April  elec- 
tion results.  Sure,  the  "moderate"  So- 
cialists and  Popular  Democrats  have 
a  bigger  share  of  the  ministerial  ap- 
pointments. 

But  who  has  taken  a  look  at  the 
national  balance  sheet,  which  is  a 
mess?  Not  the  pundits,  and  unfor- 
tunately, not  the  Sixth  Provisional 
Government.  For  the  economic  worst 
is  yet  to  come  to  Portugal,  thanks  in 
large  part  to  the  government's  soak- 


the-rich  policies,  as  well  as  the  gen- 
eral political  instability.  The  mass  of 
people  haven't  felt  the  crunch  yet, 
since  they're  still  living  off  the  coun- 
try's savings.  Portugal  can  still  finance 
its  balance-of-payments  deficit  out  of 
its  large  gold  reserves.  But  very  soon, 
the  country's  businesses  will  be  broke, 
and  closing  their  doors.  That's  when 
the  real  trouble  begins. 

How  did  it  come  to  this?  Well, 
shortly  after  the  April  1974  revolu- 
tion, the  new  military  leadership 
raised  worker's  wages  by  simple  fiat— 
by  an  average  of  40%  in  the  indus- 
trial and  transportation  sectors.  At  the 
same  time,  price  controls  were  intro- 
duced, and  layoffs  were  made  pro- 
hibitively expensive  or  illegal.  To 
make  the  situation  even  worse,  Portu- 
guese workers  have  been  engaging  in 
endless  "political  discussions"  on  the 
job,  as  well  as  more  conventional 
slowdowns  and  strikes. 

The  policies  have  been  continued- 
wages  are  going  up  another  40%  this 
year— and  the  government  doesn't  see 


Fed  up  with  the  Communist  Party's  heavy-handed  tactics,  Portuguese 
rightist  demonstrators  sacked  the  Party's  headquarters  in  the  town  of  Braga, 
north  of  Lisbon.  But  while  their  popularity  is  at  a  low  ebb,  the  Communists 
stand  to  make  political  gains  from  the  coming  economic  crunch. 
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FROM  1795  TO  TODAY -FOR  180  YEARS 
SIX  GENERATIONS  OF  THE  BEAM  FAMILY  HAVE  BEEN 
MAKING  THE  WORLD'S  FINEST  BOURBON. 


INVENTOR  of 
THE  UNITED  STATES 

INVENTED  THE  SYSTEM  AND  TERM, 

United  States  of  America 


OLD  IRONSIDE'S 
had  WOODEN ' sioes 


f  CABLE  CARS  of 

San  Frat>osco,  Calif-. 

ARE  THE  ONLY  Of  FICIAL 

NATIONAL.  MONOMCNT 

THAT  MOVES 


THE  WORLD'S  FINEST  BOURBON 


KENTUCKY"**  STRAIGHT 
BOURBON  WHISKEY 

'Dial, lie  J  and  bcllltj  by 

JAMES  B  BEAM  DISTILLING  Cfl 

U'  CLERMONT  •   BEAM        **U 

KENTUCKY 

XONt  GINUINC   WITHOUT  Mr  SIGNATURE 


flUSH**! 


I  Hta^  r*2! 


why  they  shouldn't  be.  After  all, 
aren't  capitalists  a  bottomless  well  of 
money?  The  result  is  that  the  coun- 
try has  been  living  off  its  capital- 
whatever  capital,  that  is,  that  jittery 
businessmen  haven't  siphoned  out  of 
the  country. 

Obviously,  this  can't  and  won't  go 
on  forever.  The  question  is,  who  is 
going  to  tell  that  to  the  Portuguese 
people?  Profit  and  austerity  are  about 
as  popular  as  cholera  in  the  New 
Portugal.  When  the  factories  shut 
down  and  the  trucks  stop  running, 
though,  someone  will  have  to  take 
the  initiative,  if  only  to  restore  pub- 
lic order. 

Call  out  the  army,  then?  What 
army?  While  I  was  in  Lisbon,  the  gov- 
ernment decided  to  take  control  of 
the  radio  and  TV  stations,  all  of 
which  it  now  legally  owns  and  vir- 
tually all  of  which  were  in  fact  con- 
trolled by  the  Communist  Party. 

Soldiers  were  sent  to  occupy  the 
stations.  Rather  than  taking  control, 
though,  they  decided  in  many  cases  to 
join  forces  with  the  left-wing  news- 
men and  station  managers.  The  "dis- 
ciplined" paratroops  were  then  sent 
in  to  make  the  regular  troops  do  their 
job.  I  was  at  one  of  the  country's 
largest  radio  stations  when  the  para- 
troops arrived.  They  were  surround- 
ed by  a  mob  of  left-wing  demonstra- 
*  tors  who  in  short  order  argued  them 
out  of  carrying  out  their  orders.  Fi- 
nally the  eccentric  general  in  charge 
of  the  country's  security  forces  agreed 
to  talk  the  whole  thing  over.  With- 
in 48  hours  the  government  had 
backed  down  and  pulled  out  all  of 
its  soldiers. 

Nonviolent  Disorder 

Now,  if  the  government  can't  even 
take  over  its  own  radio  stations,  how 
will  it  be  able  to  get  it  together  to 
protect  private  property  and  get  the 
economy  in  order?  However  bad  things 
in  Portugal  look  now,  there's  no  way 
they  aren't  going  to  get  worse.  Which 
is  a  damned  shame,  because  when 
the  Portuguese  do  work,  they  are  in- 
telligent and  conscientious.  They 
are  also  essentially  considerate  and 
nonviolent.  In  the  entire  period  since 
the  April  1974  coup,  a  time  dial  saw 
a  political  swing  from  the  far  right  to 
the  far  left  and  hack  to  the  center 
left,  fewer  than  30  people  have  been 
killed  in  political  incidents.  New  York 
City,  which  has  1  million  lew.i  peo 
pie,  records  about  (hat  man)  unit 
ders  e\  cry  week. 

Those  who  know  Portugal  think  (hat 
its  people's  good  sense  will  eventually 
prevail.  Right  now,  though,  thai 
"eventually"  looks  further  away  than 
ever.  Democracy,  what  crimes  arc 
committed  in  your  name  I  ■ 
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The 
Financial 
Architect. 

He's  designing  the  best 

financial  plan 

for  his  company. 


And,  it's  a  lot  easier  for  him  with  the  help 
of  The  Northern  Trust  Bank. 

Alan's  major  concern  is  how  to  finance 
the  growth  of  his,  company.  What  will  the 
company's  needs  be  during  the  next  few 
years,  and  what  is  the  best  way  to  meet  them. 

The  Northern  Trust's  corporate  finance 
officers  can  assist  in  determining  the  financ- 
ing   requirements    of   his    company — how 


much,  when,  and  for  how  long. 

In  addition,  he  will  be  provided  with  a 
detailed  analysis  of  all  the  appropriate  financ- 
ing alternatives.  It  gives  the  necessary  in- 
formation to  develop  a  sound  plan  specifi- 
cally designed  for  his  company — now  and 
in  the  future.  And,  should  this  plan  include 
bank  credit  or  a  private  placement  of  long- 
term  debt,  The  Northern  Trust  can  assist 


the  company  in  raising  the  funds  needed. 

If  you'd  like  further  information  about 
financial  planning,  contact  your  Northern 
Trust  calling  officer  or  James  D.  Hinchliff, 
Senior  Vice  President,  Metropolitan  Group, 
or  B.  T.  Reidy,  Senior  Vice  President,  Na- 
tional Group  at:  The  Northern  Trust  Bank, 
50  S.  LaSalle  St.,  Chicago  60690.  (312) 
630-6000. 


The  Northern  Trust  Bank 

Bring  your  financial  future  to  us. 


Attractive  Quicksand? 

The  big  companies  buying  into  clinical  labs 
hope  they  can  turn  test  tubes  into  gold. 
But  remember  the  alchemists. 


Seldom  if  ever  has  an  industry 
seemed  riper  for  corporate  invasion 
than  medical  testing  today.  It  is  a  big 
($8  billion),  fast-growing  (over  10%  a 
year),  wide-open  market  dominated 
by  no  one.  But  now  some  of  the  big 
and  savvy  companies  that  rushed  into 
the  field  are  disenchanted.  A  few  are 
even  getting  out. 

The  business  was  enticing  to  com- 
panies long  familiar  with  health  prod- 
ucts, such  as  Upjohn  and  Hoffmann- 
La  Roche,  which  could  hope  to  use 
their  physician  contacts  to  help  pene- 
trate the  market.  Others  like  Minneso- 
ta Mining,  with  less  background  in 
the  health  field,  and  Diamond  Sham- 
rock, with  none  at  all,  have  entered 
clinical  testing  in  the  last  two  years, 
joining  such  outfits  as  Revlon,  Dow 
Chemical,  W.R.  Grace  and  Litton. 

The  biggest  competition  that  the 
newcomers  faced  was  Damon  Corp., 
a  Boston-headquartered  chain  with 
1974  laboratory  sales  of  $66  million. 
But  Damon,  a  Route  128  high-tech- 
nology firm  that  had  followed  the 
trend  of  federal  spending  by  switch- 
ing from  defense  electronics  to  medi- 
cal services  in  1969,  had  no  more 
than  1%  of  the  market.  "A  lot  of  firms 
looked  at  Damon,"  says  Arthur  D. 
Little's  Richard  Hughes,  "and  asked, 
'Who  is  Damon  but  an  electronics 
outfit?  We  ought  to  be  doing  this.' ' 

Medical  testing  used  to  be  a  sleepy 
little  business  attended  to  by  some 
15,000  small  labs.  Working  almost 
entirely  by  hand,  they  did  the  blood 
and  urine  sample  analyses  used  in 
diagnosing  diseases  like  diabetes  or 
syphilis.  But  now  a  $600,000  com- 
puterized AutoChemist  can  run  a 
battery  of  25  tests  on  a  single  sample 
in  a  matter  of  seconds  and  at  one- 
fifth  the  cost  of  dojng  it  by  hand. 
One  machine  can  do  60,000  tests  a 
day,  telecommunicating  the  results  to 
doctors  anywhere  in  the  country. 

The  steady  discovery  of  new  tests 
and  the  increasing  emphasis  on  pre- 
ventive care  are  pushing  demand 
higher  every  year.  Doctors  are  relying 
ever  more  heavily  on  testing  as  a  de- 
fense against  malpractice  suits.  Esti- 
mates are  that  dollar  volume  in  the 
field  will  almost  triple  by  1982.  The 
business  now  is  nearly  as  big  as  phar- 
maceuticals, and  that  is  big  indeed. 

"This  is  our  window  to  the  whole 
human  health  care  area,"  says  Dia- 
mond Shamrock  Vice  President  Lynn 


Damon's  27  regional  labs  alone  per- 
form over  eight  million  tests  yearly. 

Fordham.  "We  expect  it  to  do  well 
now,  grow  from  our  present  $10  mil- 
lion to  $100  million  by  the  1980s, 
and  serve  as  the  platform  to  other 
health  ventures.  It's  going  from  mom 
&  pop  to  the  supermarket  stage." 

But  is  it?  A  $10-million  operation 
is  too  small  to  be  worth  a  big  com- 
pany's time,  as  Diamond  Shamrock's 
Fordham  readily  admits.  But  Damon, 
Dow  and  a  few  others  have  already 
skimmed  off  the  cream,  meaning  the 
high- volume  and  esoteric  testing;  the 
rest  is  mostly  localized  and  serviced 
on  a  face-to-face  basis.  Three-fourths 
of  it  is  done  in  doctors'  offices  and 
hospitals,  where  it  is  a  profit  center. 
"It's  the  sort  of  business,"  says  a  senior 
industry   executive   who   has   become 


disillusioned  with  the  field,  "that  lends 
itself    to    a    mom-&-pop    operation." 

"A  lot  of  big  companies  were  very 
naive,"  adds  Luther  Smithson,  a  Stan- 
ford Research  Institute  consultant 
who  touted  the  field's  potential  back 
in  1967  and  still  believes  big-compa- 
ny penetration  is  possible,  though  not 
easy.  "They  thought  they  were  invest- 
ing in  a  growth  industry.  Instead, 
they've  bought  little  businesses  in  a 
<  fragmented  market.  And  chasing  after 
the  same  top  10%  is  leading  them  in- 
to price  wars." 

Revlon  has  done  better:  Starting 
with  a  small  lab  on  Long  Island,  in 
two  years  it  lifted  its  sales  nearly  100% 
(to  $23  million  in  1974)  and  its  op- 
erating margin  to  22%.  But  after  sev- 
en years  in  the  field,  Bristol-Myers 
is  still  not  making  money  in  it.  Amer- 
ican Cyanamid's  Lederle  subsidiary 
disposed  of  its  lab  this  spring,  as  did 
CD.  Searle,  which  sold  its  Columbus, 
Ohio  operation  to  Diamond  Sham- 
rock after  concluding  that  the  only 
way  to  make  money  in  the  business 
was  to  open  a  lab  chain.  Dr.  Paul 
Brown,  president  of  the  American 
Clinical  Laboratory  Association,  thinks 
three  more  national  companies  will 
drop  out  in  the  coming  year. 

Even  Damon  may  not  reach  the 
$100-million  mark  very  soon.  Through 
1973,  much  of  its  expansion  came 
from  acquisitions,  which  was  fine 
when  its  stock  had  a  price/ earnings 
ratio  of  33,  but  not  at  13.  A  good 
part  of  Damon's  1975  sales  gain  is 
coming  from  price  hikes.  Already, 
disquieting  sales  gimmicks  are  start- 
ing to  appear.  ACLA's  Brown,  pre- 
paring to  expand  his  $15-million-sales 
MetPath  Labs,  has  hired  a  bevy  of 
pretty  salesgirls  to  open  doctors'  doors. 

Can  Congress  help?  Legislation 
sponsored  by  Senators  Edward  Ken- 
nedy (Dem.,  Mass.)  and  Jacob  Javits 
(Rep.,  N.Y.)  would  bring  all  labs  up 
to  a  single  federal  quality  standard. 
The  cost  of  meeting  it  will  prompt 
some  small  labs  to  sell  out  and  some 
doctors  to  farm  out  their  work. 

"But  federal  intervention  is  a  two- 
edged  sword,"  warns  Mai  Schechtn, 
editor  of  a  medical  newsletter.  The 
senators  have  also  heard  reports  of 
price-fixing  and  needless  testing,  and 
the  Federal  Trade  Commission  is  study- 
ing the  industry  structure  and  pricing. 
Last  spring,  suits  alleging  kickbacks 
to  client  physicians  were  filed  against 
two  California  labs,  owned  at  the 
time  of  the  alleged  antitrust  violations 
by  TFI,  the  holding  company  lot 
Tastee-Freeze  International. 

"Congress  may  next  turn  its  atten- 
tion to  lab  costs,"  Schechter  goes  on. 
"with  unsettling  effects  on  all  labs.' 

Scratch  one  more  "sure"  growth 
business.   ■ 
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For  over  130  years,  YMCA  community 
centers  have  extended  a  warm 
welcome  to  people  of  all  ages  and 
interests. Their  activities  cover 
everything  from  team  sports  to  the 
development  of  individual  skills  to 
special  entertainment  programs. 

The  Dowler  Agency  of  Rockville 
Centre,  New  York,  serves  as  insurance 
counsel  for  The  National  Board  of 
YMCA's.They  provide  advice, 
management  and  the  multi-coverage 
ofThe  Home's  Institutional  Policy 
And  we  provide  fast,  dependable 
claim  service  — the  main  reason  the 
"Y"  chose  The  Home. 

Whether  your  organization's  needs 
are  national  or  local,  simple  or  com- 
plex—you'll welcome  Home,  too. 
Contact  your  broker  or  look  for  your 
Home  agent  in  the  Yellow  Pages. 


HOME 


Home 

Insurance 

Companies 

A  CITY  INVESTING   COMPANY  GROUP 


I  tnirtY-f  lue  cent  engine  pan  can  con 

an  airline  $3,000  an  hour, 
euerv  hour  a  plane  is  out  of  service. 


Keeping  track  of  spare  parts  is  just  one 
way  the  Sperry  Univac  computer  at 
United  Airlines  keeps  costs  under  control. 

Airlines  need  so  much  information  for  daily  oper- 
ations that  just  receiving  and  transmitting  facts 
was  a  full-time  job  for  scores  of  people. 

Now,  at  United  Airlines,  anybody  who  needs  to 


know  anything  simply  asks  a  Sperry  Univac  com- 
puter. The  computer  tells  flight  dispatchers  what 
planes  are  flying  where.  It  tells  crew  dispatchers 
what  crews  are  available  where.  It  tells  mechanics 
what  work  to  do  on  which  planes.  It  helps  develop 
flight  plans  that  use  less  fuel. 

The  computer  receives  and  distributes  more  in- 
formation than  could  be  handled  any  ot  her  way.  It 


makes  the  people  at  United  more 
productive  by  giving  them  the 
facts  they  need  to  do  their  jobs 
better. 

Another  demonstration  of  the 
big  idea  at  Sperry  Rand  Corpora 
Lion:  Making  machines  do  more,  so  man  can  do  more. 
It's  the  common  purpose  that  makes  Sperry,  Sperry 


Flight  Systems,  Sperry  Univac, 
Sperry  Remington,  Sperry  Vickers 
and  Sperry  New  Holland  add  up  to 
Sperry  Rand  Corporation. 
For  more  information  about 
3  Sperry  Univac  computer  systems, 
write  to  Dept.  A,  Sperry  Rand  Corp.,  1290  Avenue 
of  the  Americas,  New  York,  N.Y.  10019. 


11         SPERRY  RAND  CORPORATION 

mnKinc  mncmriES  do  moRE, so  mnn  inn  do  diore. 


If  you Ve  had  problems  getting  through 

to  your  international  bank, 

maybe  ifs  in  the  wrong  place. 


The  Barclays  International  Group 
and  its  associates  have  over  1,800 
offices  worldwide.  More  than  seventy 
in  the  United  States  alone.  More  than 
thirty  on  the  continent  of  Europe. 
More  specialist  international  branches 
in  the  UK  than  any  other  bank,  too. 

If  you  do  business  abroad,  or  are 


planning  to,  we  can  help  you  there 
or  here. 

Talk  to  us  through  your  nearest 
Barclays  branch  manager  or,  directly, 
at  any  of  the  Barclays 
International  addresses 
below. 


United  States 

BARCLAYS  BANK 
INTERNATIONAL  LTD. 

Group  Local  Director's  Office 
Eastern  U.S.A. 
200  Park  Avenue 
NewYork,  New  York  10017 

NewYork  Branch 

120  Broadway 

NewYork,  NewYork  10005 


BARCLAYS  BANK  OF 
NEW  YORK 

Manhattan  Region 

300  Park  Avenue  Branch 
NewYork,  NewYork  10022 

9  West  57  Street  Branch 
NewYork,  NewYork  10019 

Westchester  Region 

491  Main  Street  Branch 

New  Rochelle,  NewYork  10802 


BARCLAYS  BANK  OF 
CALIFORNIA 

Head  Office  &  International  Branch 

HI  Pine  Street 

San  Francisco;  California  94111 

Santa  Clara  Valley  Region 

San  Jose  Main  Branch 

3550  Stevens  Creek  Boulevard 

San  Jose,  California  95150 

Santa  Barbara  Region 

Santa  Barbara  Branch 

900Chapala  Street 

Santa  Barbara,  California  93101 

Southern  California  Region 

Los  Angeles  International  Branch 

641  Sou;h  Spring  Street 

Los  Angeles,  California  90014 

1025  East  Orangethorpe  Ave.  branch 
Ai.aheim,  California  92801 


MASSACHUSETTS 

Barclays  Bank  International  Ltd. 

110  Tremont  Street 

Boston,  Massachusetts  02108 

ILLINOIS 

Barclays  Bank  International  Ltd. 
208  South  LaSalle  Street 
Chicago,  Illinois  60690 


And  68  other 
countries,  too. 


BARCLAYS 

International 


The  one  international  bank 
for  all  your  international  business. 


Anguilla,  Antigua, 
Argentina,  Australia, 
Bahamas,  Barbados, 
Belgium,  Belize,  Bequia, 
Bermuda,  Botswana, 
Brazil,  Cameroun,  Canada, 
Carriacou,  Cayman 
Island  I,  Cyprus,  Denmark, 
Dominica,  Fiji,  France, 
Cermany,  Ghana, 
Gibraltar,  Gren. 


Guyana,  Hong  Kong, 
Indonesia,  Iran, 
Israel,  Italy,  Jam.m  a. 
lapan,  Kenya, 
1  esotho,  Malawi, 
Malaysia,  Malta, 
Mauritius,  Mon 
Montseir.it,  Netherlands, 
Netherlands  Antilles,  New 
Hebrides,  New  Zealand, 
Nigeria,  Philipi 


Rhodesia,  St,  Kills  and 
Nevis,  St.  Lucia   Si    I  linmas, 
St.  Vincent,  Seychelles, 
Slci  ra  Leone,  Sing*] 
South  Aii  li  .i  South  iy.--.i 
Aii  ii  a,  S|>.nn.  Swailland, 

Switzerland,  lu'lula. 

1 1  mid. ill  and  ibbaj 

01  Islands. 

la,  l  iniird  K  Ingdom, 
USSK.  Zaire  Zambia 
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Braniff 

Bucks  The  Headwinds 


Its  secret: 
small  planes, 
closer  seats  and 
plenty  of  champagne 
and  promotion. 

One  of  the  few  bright  spots  among 
the  demoralized  airlines  is  Dallas- 
based  Braniff  International,  whose 
routes  crisscross  the  Southwest  and 
extend  down  both  the  west  and  east 
coasts  of  South  America.  For  the  12 
months  ended  June  30,  Braniff  showed 
a  return  of  16.4%  on  stockholders' 
equity  in  an  industry  that,  as  a  whole, 
barely  broke  even.  Delta,  long  the  in- 
dustry's leader  in  profitability,  did  just 
10.5%  over  the  same  period. 

They  laughed  when  Braniff  boss 
Harding  Lawrence,  now  55,  painted 
his  planes  psychedelic  colors  and  put 
his  stewardesses  through  as  many  as 
six  changes  of  costume  on  a  single 
trip— the  "air  strip"  he  called  it,  not 
unmindful  of  the  fact  that  steward- 
esses are  sex  objects  to  a  good  many 
of  his  businessmen  customers.  Com- 
petitors grumbled  when  Lawrence  of- 
fered champagne  for  breakfast  on 
some  flights.  And  Lawrence  ended  up 
with  more  than  his  share  of  Watergate 
mud  on  his  face— not  only  because  of 
political  contributions,  but  because  of 
admitted  payoffs  to  Latin  American 
travel  agents.  The  fact  remains,  how- 
ever, that  Lawrence  has  run  a  very 
tight,  very  profitable  airline. 

For  example,  just  before  the  Yom 
Kippur  war  and  the  Arab  oil  crisis 
sent  fuel  prices  skyrocketing,  Braniff 
took  out  long-term  contracts  that  will 
enable  it  to  buy  its  1975  requirements 
of  360  million  gallons  of  domestic  fuel 
at  about  23  cents  a  gallon  vs.  an  aver- 
age cost  of  about  28  cents  a  gallon 
for  the  industry  as  a  whole.  Saving: 
$18  million  pretax.  Those  timely  con- 
tracts alone  may  be  equivalent  to  half 
of  the  company's  estimated  pretax 
earnings  this  year. 

Lawrence  is  lucky  in  Braniff's  do- 
mestic route  structure  in  the  pros- 
perous Southwest.  Its  relatively  short 
hops  cater  primarily  to  businessmen, 
who  constitute  70%  of  its  customers, 
vs.  60%  for  the  typical  airline.  Busi- 
ness traffic  has  been  hurt  less  by  the 
recession  than  has  pleasure  travel. 

Lawrence  has  been  lucky-smart,  too. 
The  collapse  of  its  military  charter 
business  in  1970  plunged  Braniff  in- 
to the  red.  Instead  of  crying,  Law- 
rence instituted  a  series  of  economies 


that  made  Braniff  one  of  the  more  ef- 
ficient airlines.  The  brief  bath  also 
made  it  difficult  to  buy  widebodied 
jets,  747s  and  DC-lOs  and  L-lOlls, 
but  Lawrence  insists  that  he  wasn't  en- 
thusiastic about  the  widebodies  any- 
how. At  any  rate,  Braniff's  fleet  of  rela- 
tively small  planes  has  been  a  bless- 
ing. "I  also  always  said,"  he  declares, 
"that  the  widebodies  crowd  people  to- 
gether and  result  in  less  frequent  ser- 
vice without  any  advantage  in  speed. 
Two  smaller  727s  can  offer  twice  the 
frequency  plus  more  seats  overall  than 
a  single  747.  And  the  two  cost  less 
to  fly  than  the  one."  Adds  Executive 
Vice  President  Russell  Thayer:  "By 
minimizing  the  number  of  plane  types 
from  12  to  three,  we  sharply  lowered 
our  maintenance  costs." 

In  the  days  when  Braniff  had  to  cut 
hard  to  get  back  into  the  black,  it 
learned  some  lessons  in  economy  that 
have  proven  practical  for  the  airlines 


if  not  necessarily  comforting  for  the 
customers.  By  putting  seats  closer,  34 
inches  in  Braniff  coach  vs.  36  inches  in 
TWA,  it  gets  5%  more  seats  in  a  727- 
200  stretch  jet  than  American  does 
and  7%  more  than  TWA.  This  not 
only  saves  fuel,  it  often  avoids  the  cost- 
ly necessity  of  using  extra  airplanes  on 
peak  days  and  at  pe  k  hours.  To  keep 
the  crowded  customers  happy,  Braniff 
plies  them  with  champagne  and  food: 
California  champagne  is  relatively 
cheaper  than  Venezuelan  jet  fuel. 

Whereas  rival  United  has  18  747s, 
Braniff  owns  only  one,  and  this  one 
carries  vacationing  Texans  nonstop 
from  Dallas  to  Honolulu.  Braniff  keeps 
its  solitary  747  fully  utilized  by  flying 
a  daily  round  trip,  yielding  $20  mil- 
lion in  annual  revenues— compared 
with  its  $22.6-million  cost.  Braniff 
services  its  long,  sparsely  traveled 
South  American  routes  with  DC-8-62s 
rather  than  the  747s  that  Pan  Ameri- 
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WHICH 
CQSTSME 
PUTTING 
\OU  IN  THE 

RED? 

WAREHOUSING?  INSURANCE? 

REAL  ESTATE?  TRANSPORTATION?  DISTRIBUTION? 

Helping  business  and  industry  solve  cost  prob- 
lems in  these  and  a  number  of  fields  has  been  a 
Canton  Specialty  since  1829. 
It  doesn't  matter  whether 
your  company  is  local,  re- 
gional, or  even  an  NYSE 
"giant",  we  have  specialized 
services  in  all  of  the  fields 
listed  above,  in  addition  to 
a  number  of  related  areas. 

Much  of  our  expertise  is 
based  on  experience.  For 
example,  because  we  oper- 
ate our  own  railroad,  we 
were  able  to  develop  a  Rail- 
road Insurance  Plan  now  covering  over  125  rail- 
roads throughout  the  nation. 

At  the  same  time,  we  are  constantly  exploring 
new  approaches  that  can  help  our  customers 
come  out  better  on  the  "bottom  line." 

The  time  to  find  out  if  Canton  can  help  your 
business  is  today.  Simply  fill  in  and  mail  the  cou- 
pon below,  or  if  you  prefer,  call  collect. 

^  CANTON  COMPJ^NY 

Canton  House,  P.O.  Box  447/Baltimore,  Maryland 
21203/Telephone:  (301)  837-7733 

Please  send  me  information  on: 

□  Warehousing  D  Insurance  D  Real  Estate 

□  Other 


Name 

Firm 

Address 
City 


Title 


State 


Zip 


66 


can  flies  on  its  routes.  Quips  Russ 
Thayer:  "Why  should  your  wife  drive 
the  kids  to  school  in  a  Mack  truck?" 

Smaller  planes  enable  Braniff  to 
fly  more  frequent  service.  For  exam- 
ple, Braniff  over  the  last  three  years 
has  doubled  its  share  of  the  New 
York-Dallas  run.  Partly  as  a  result,  it 
has  been  taking  market  share  out  of 
the  hides  of  competitors,  especially 
American  Airlines. 

Sparse  Latin  American  routes,  extra 
seats  and  Braniff's  frequent  service  re- 
sult in  a  relatively  low  passenger 
load  factor;  in  the  12  months  ended 
June  30  its  planes  were  only  48%  full, 
vs.  52%  for  the  industry.  But  be- 
cause of  its  economical  operation, 
Braniff  broke  even  at  45%,  vs.  about 
51%  for  Delta  and  52%  for  the  indus- 
try as  a  whole. 

No  Lack  Of  Problems 

There  are,  of  course,  dark  clouds 
on  Braniff's  horizon.  There  is  pressure 
in  the  Civil  Aeronautics  Board  to  pun- 
ish Lawrence  for  his  admitted  bribes 
to  Latin  American  travel  agents— tick- 
ets that  were  never  put  on  the  compa- 
ny books.  Lawrence  defends  himself 
by  saying  that  his  foreign-owned  ri- 
vals were  playing  the  same  game,  and 
that  stopping  the  bribes  has  hurt 
Braniff.  Says  Lawrence:  "We  are  say- 
ing to  the  U.S.  Government,  this  is 
what  is  going  on;  what  are  you  going 
to  do  about  it?" 

Until  last  June  Braniff  also  had 
political  problems  in  Latin  America 
where  a  dispute,  since  settled,  with 
the  Peruvian  junta  had  prevented  the 
airline  from  using  Lima  as  a  prime 
stopping-and-gathering  point  for  fur- 
ther Latin  American  flights.  As  a  con- 
sequence, Braniff  had  to  institute  more 
direct,  nonstop  flights  from  U.S.  cities 
like  Miami  to  its  destinations.  Infla- 
tion and  devaluation  in  Argentina  cosi 
Braniff  $1.6  million  in  currency  losses 
there  this  year. 

Moreover,  Braniff's  capital  struc- 
ture is  top-heavy,  even  by  airline  in- 
dustry standards.  BranifFs  debl  and 
lease  obligations  are  three  times  great- 
er than  its  equity  capital.  While 
Braniff  currently  has  the  cash  flow  to 
handle  this  burden  without  sweat, 
things  could  change  if  business  were 
to  get  worse.  And  with  its  current  low- 
cost  fuel  contracts  due  to  expire  tins 
December,  BranifFs  earnings  will  be 
under  pressure  next  yeai  unless  busi 
ness  gets  a  good  deal  better  and  some 
fare  increases  are  approved 

These  are  not  minoi  problems,  hut 
if  Chairman  Harding  Lawrence  can 
handle  them  as  skillfully  as  he  has 
handled  the  earlier  ones,  Branill 
could  be  a  real  star  performer—if 
and  when  the  airline  business  finall) 
turns  around.  ■ 
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Keep  in  touch 
with  the 
whole  world 
by  telephone. 
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"Family  Planning  Can  Be  Fun 


** 


Red  ones.  Green  ones.  And  some  that  glow  in  the  dark. 
Selling  condoms  is  no  longer  an  undercover  business. 


Housewives  are  coming  home  with  a 
surprise  for  their  husbands— big  boxes 
of  colorful  male  contraceptives. 

It's  not  surprising  if  you  think 
about  it.  Largely  as  a  result  of  the 
feminist  movement  and  worries  about 
use  of  birth  control  pills  and  intrauter- 
ine devices  (Forbes,  Aug.  15,  1974), 
birth  control  is  no  longer  considered 
solely  "the  woman's  problem."  Men 
are  sharing  the  responsibility. 

Today  retail  sales  of  male 
contraceptives,  or  condoms, 
estimated  at  $150  million  a 
year,  are  approaching  the 
U.S.  market  for  birth  control 
pills.  But  pill  sales  have  flat- 
tened out,  while  condoms, 
which  have  had  both  legal  and 
illegal  sales,  now  appear  to  be 
taking  off. 

The  "rubbers"  that  teenage 
boys  once  carried  for  months 
in  their  wallets  to  prove  they 
were  "men"  are  getting  a  new 
image.  No  longer  are  they  sold 
from  under  the  counter  by 
druggists  who  always  seemed 
to  be  snickering  at  you.  Now 
44  states  permit  condoms  to 
be  displayed  as  an  "every  day" 
item  (or  at  least,  every  day 
or  so).  Around  30  states  allow 
condoms  to  be  sold  in  any  re- 
tail store— as  in  Longs  Drug 
Stores's  California  outlets 
where  they  are  sometimes 
displayed  next  to  the  women's 
magazines. 

This  new  acceptability  is 
revolutionizing  the  once  staid 
business.  It  has  a  new  leader 
(G.D.  Searle's  Akwell  Indus- 
tries); new  giant  competitors 
(like  31.9-billion  Johnson  & 
Johnson  and  England's  Lon- 
don Rubber  Co.  which  bought 
Schmidt  Rubber,  maker  of  Ramses) 
and  new  products  (including  con- 
doms in  pastel  colors  and  even  some 
that  glow  in  the  dark— "family  plan- 
ning can  be  fun") . 

Privately  owned  Youngs  Drug 
Products,  whose  Trojans  dominated 
the  pharmacy  market  for  50  years,  is 
now  just  one  of  the  boys  fighting  for 
sales  against  corporate  giants  in  liquor 
stores,  tobacco,  supersized  conveni- 
ence stores  and  wherever  else  the  ne- 
cessities of  life  are  sold. 

Wise-cracking  John  MacFarlane 
("I  got  my  five  kids  .  .  .  testing  com- 
petitive products")  wasn't  just  think- 
ing   of    glowing    condoms    when    he 


said  that  Youngs  Drugs  founder 
Merle  Youngs,  "would  turn  over  in 
his  grave  if  he  could  see  what  was 
going  on  today."  The  main  thing  that 
would  set  ole  Merle  spinning  is  the 
repeal  of  the  "pharmacy  only"  sales 
laws  that  the  condom  salesmen  spent 
a  lifetime  ramming  through  countless 
city  councils  and  state  legislatures. 
Those  laws  were  Youngs's  market  pro- 
phylactic. Today  the  Piscataway,  N.J. 


tf-.t    fe»%'     rtM^y  -C^ 


Progress?  The  tear  of  venereal  disease  has  helped 
condoms  for  years.   But  things  have  changed. 


se 


Thirty  years  ago,  VD  campaigns  warned  about  pros- 
titutes. Now  the  ads  warn  against  the  girl  next  door. 


company  still  commands  56%  of  the 
pharmacy  market,  which  in  turn  ac- 
counts for  about  50%  of  all  condom 
sales.  But  drugstores  are  no  longer 
where  the  action  is. 

MacFarlane,  53,  an  old  friend  of 
the  Youngs  family  and  a  27-year 
Youngs  Drug  veteran,  is  fighting  back. 
He  bravely  launched  the  first  televi- 
sion condom  commercial  this  summer. 

But  despite  MacFarlane's  efforts, 
he  and  the  Youngs  family  may  be 
forced  to  explore  a  merger  to  keep 
their  tiny,  $16-million  (sales)  com- 
pany competitive.  Take  the  advertis- 
ing, for  example.  While  Youngs  is 
spending    $300,000,    J&J    is    already 


pushing  its  Conceptrol  Shields  with  a 
$380,000  print  campaign,  and  cer- 
tainly has  the  resources  to  spend 
more.  So  far,  however,  MacFarlane 
seems  reluctant  to  consider  selling  out: 
"We're  the  conservative  of  the  con- 
dom business,  and  we  expect  to  stay 
that  way." 

The  new  condom  king,  Akwell  In- 
dustries, claims  that  it  is  bigger  than 
Youngs  and  Schmidt  put  together. 
Aside  from  supplying  giant  J&J 
and  the  dozens  of  companies 
that  service  condom  vending 
machines,  Akwell  is  making 
money  selling  overseas  through 
the  Agency  for  International 
Development's  population  con- 
trol programs.  Condoms  are 
well  accepted  in  many  coun- 
tries, particularly  in  Japan 
where  the  birth  control  pill  is 
feared  and  spurned.  Besides 
supermarket  condom  displays 
aimed  at  housewives,  more 
than  100  Japanese  companies 
employ  so-called  "skin"  sales- 
women to  sell  condoms  door- 
to-door  to  the  lady  of  the 
house.  Those  saleswomen,  of- 
ten former  midwives,  are  said 
to  earn  more  than  most  tra- 
ditional salesmen.  In  one  South 
east  Asian  country,  condoms 
are  valuable  enough  to  be  used 
as  tokens  for  bus  rides. 

Though    the    business    may 

be   about   to   boom,   there   are 

plenty    of   worries.    Time    was 

when  all  the  condoni  makers 

were     profitable.     You     could 

make  one  for  2  cents  and  sell 

it  for  8  cents  to  druggists,  who 

in    turn    retailed    it    for    from 

12  to  16  cents.  But  advertising 

and  new  product  expenses  are 

changing   all    that.    "The    nc.it. 

orderly,  regulated  market  for  condoms 

is  changing  dramatically,"  says  James 

Forbes,  head  of  Akwell. 

Also,  there's  the  possibility  that 
someone  may  perfect  a  drug  or  an 
operation  for  men. 

There's  even  the  story— though  un- 
confirmed by  scientific  research  and 
certainly  not  recommended  thai 
youngsters  have  taken  to  substituting 
Saran  Wrap  for  condoms. 

Certainly  the  condom  isn't  a  perfeel 
product.  But  it  is  relatively  cheap, 
disposable,  safe  and  effective.  Given 
the  sexual  revolution  and  the  unpop 
ularity  of  large  families,  it  is  c  le.irh  a 
product  whose  time  has  come.   ■ 
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The  Money  Men 


Why  T.  Howe  Price  Likes  Gold 


They  come  and  they  go— with  brief 
torrents  of  publicity  and  a  moment  or 
two  of  glory  on  the  Lipper  sheets. 
But  few  money  managers,  very  few, 
stand  the  test  of  time.  One  of  the 
handful  that  has  is  the  sage  of  Balti- 
more, 77-year-old  T.  Rowe  Price.  In 
the  Thirties,  Price  was  one  of  the  first 
to  identify  growth  stocks— a  novel 
concept  then  when  all  stocks  were  re- 
garded as  cyclical.  He  ferreted  them 
out,  held  them  for  the  long  pull  and 
did  very  well  for  his  clients  in  a  very 
bad  period.  He  lived  to  see  his  ideas 
become  gospel— and  distorted. 

As  Price's  reputation  spread,  his  or- 
ganization grew  until  it  was  han- 
dling over  $6  billion,  making  it  one 
of  the  three  largest  independent  in- 
vestment counselors  in  the  U.S.  In 
1965  Price  started  to  retire,  selling 
his  interest  in  the  firm  to  a  group  of 
his  associates  and  gradually  turning 
over  to  them  his  funds  and  his  ac- 
counts, continuing  only  as  an  adviser. 

By  the  mid-Sixties  the  growth  stock 
cult  had  captured  Wall  Street.  Its 
priests  were  everywhere,  and  there 
were  numerous  subcults.  Some  peo- 
ple even  said  it  didn't  matter  how 
much  you  paid  for  a  growth  stock: 
Its  steady  earnings  growth  would  bail 
you  out.  Price  would  never  have  said 
that.  His  good  but  rather  simple  idea 
had  turned  into  a  dangerous  delusion 
in  other  people's  minds. 

In  1964  the  Great  Bull  Market  was 
entering  its  final  stages,  but  who  rec- 
ognized the  fact?  Not  the  growth  cul-_ 
tists.  But  T.  Rowe  Price  did,  or  at 
least  he  recognized  that  its  time  was 
drawing  near.  Late  that  year  he  ad- 
vised clients  to  continue  holding 
growth  stocks  but  to  take  profits,  and 
to  cut  them  back  to  as  little  as  50%  of 
their  portfolios,  putting  the  balance 
into  savings  accounts  and  into  short- 
or  medium-term  bonds.  He  was  shift- 
ing heavily  into  bonds  at  a  time  when 
the  investment  herd  was  thundering 
in  the  opposite  direction.  He  felt  the 
time  had  come  to  step  up  reserves. 
He  has  kept  reserves  high  ever  since. 

In  1964  Price  was  a  bit  early  in  his 
nervousness,  but  in  a  long-term  sense 
he  was  close  to  being  on  the  nose. 
When  he  gave  his  cut-back-on-stocks- 
buy-bonds  advice,  the  Dow  Jones  in- 
dustrials were  in  the  high  800s;  to- 
day, a  decade  later,  they  are  about 
10%  lower.  In  the  meantime,  Price's 
loyal  followers  slept  fairly  comfortably 
through  the  nightmare  markets  of 
1966,  1970  and  1974. 


In  the  late  spring  of  1970  the  mar- 
ket was  just  recovering  from  the  terri- 
ble beating  it  had  taken  earlier  that 
year.  Price  didn't  like  the  look  of 
things.  It  wasn't  a  new  bull  market  at 
all,  he  said,  and  the  old  rules  wouldn't 
work.  Most  so-called  growth  stocks 
could  no  longer  keep  up  with  the 
faster  inflation,  and  the  handful  that 
could  were,  in  his  words,  on  their  way 
to  becoming  "overpriced  in  relation  to 
their  intrinsic  worth."  An  uncanny  in- 
sight. Over  the  next  few  years,  the 
money  managers  concentrated  on  the 
Nifty  Fifty  and  drove  them  to  ridicu- 
lous peaks.  Price  had  cut  back  too 
soon,  yet  not  much  too  soon. 

But  by  now  Price  was  off  on  a  dif- 
ferent tack.  In  his  personal  accounts 
he  was  concentrating  less  on  growth 
stocks  and  putting  all  his  fresh  capital 
into  what  growth-stock  cultists  most 
scorned:  natural  resource  and  land 
stocks— now  called  "scarcity"  stocks 
because  the  world  is  supposed  to  be 
running  short  of  what  they  represent. 
Here,  too,  Price  was  a  few  years  ahead 
of  the  rest  of  the  investment  frater- 
nity, which  didn't  really  go  after  the 
scarcity  stocks  until  a  few  years  later. 
He  bought  Weyerhaeuser,  Pittston 
and  Koger  Properties,  to  name  a  few. 

Not  only  did  Price  shift  stocks,  he 
shifted  tactics.  At  a  time  when  con- 
ventional money  managers  were  prat- 
tling about  "one-decision"  stocks, 
Price  was  preaching  multidecision  in- 
vesting. In  his  words:  "Because  of  the 
volatility  of  metals  stocks,  it  will  be 
necessary  to  make  more  frequent 
shifts  from  one  group  to  another  to 
take  advantage  of  the  profit  opportu- 
nities." The  onetime  buy-and-hold 
man  became  a  medium-term  trader. 
He  bought  copper  stocks  in  the  early 
Seventies,  sold  them  in  1973  and 
bought  them  back  this  summer.  He 
was  in  and  out  of  oils. 

Did  Price's  new  tactics  pay  off?  In- 
deed they  did.  He  keeps  detailed 
records  on  his  personal  investment 
portfolio.  This  June  the  Standard  & 
Poor's  500  stock  index  was  just  about 
back  to  where  it  had  been  a  decade 
before;  but  Price's  inflation  portfolio, 
heavy  in  metals,  timber  and  land 
stocks,  was  up  178%.  Adjusted  for  in- 
flation, the  S&P  was  down  by  39%; 
Price's  inflation  portfolio  was  up  by 
65%  in  constant  dollars. 

Why  all  this  ancient  history?  Bear 
with  us  a  moment.  We  wanted  to 
show  that  Price  doesn't  change  his 
mind  very  often,  but  when  he  does, 


T.  Rowe  Price 


the  change  is  a  big  one— and  usually 
correct.  He  is  uncannily  tuned  in  to 
the  long-term  trends. 

Last  month  he  sent  us  his  latest 
remarks.  This  was  the  title: 

"Gold  stocks— A  Profitable  Hedge 
Against  Inflation." 

We  read  on:  "This  investment 
manager  .  .  .  believes  that  gold  bul- 
lion, gold  coins  and  gold  stocks  should 
represent  a  substantial  portion  of  one's 
investment  portfolio,  and  that  the 
recent  unfavorable  developments  [the 
$40  drop  in  the  price  of  gold]  afford 
an  opportunity  to  invest  at  favorable 
prices.  .  .  .  Money  should  also   be  in- 
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"One  way  to  be  sure  your 

company's  Retirement  Plan  is  all 

it  should  be  -talk  to  anexpert." 


James  Lovell,  Astronaut, 


Jim  Lovell  has  a  firm  and  abiding  belief  in  getting 
the  advice  of  experts. 

It's  a  lesson  he  learned  as  an  astronaut.  And  a 
practice  he  finds  valuable  as  a  businessman. 

A  Group  Pension  Plan,  especially,  is  one  of 
those  areas  where  expert  guidance  can  really  pay  off. 

And  your  Mutual  Benefit  representative  is  an 
ideal  choice  to  provide  this  guidance.  You  see, 
the  right  design  can  offer  you  a  lot  of  options.  Options 
no  "canned  plan"  is  likely  to  include. 

It  can  also  raise  a  lot  of  questions.  For  example, 
can  coverage  be  limited  to  salaried  employees?  How 
will  you  handle  voluntary  employee  contributions? 
Does  the  plan  conform  to  the  requirements  of  the 
Employee  Retirement  Income  Security  Act  of  1974? 

Fortunately,  your  Mutual  Benefit  representative 
has  the  expertise  available  to  solve  these  and  a  lot  of 
other  problems.  He'll  explore  every  avenue  to  maximize 


the  performance  of  your  pension  plan  dollars. 

On  the  other  hand,  if  you  wish,  he  can  limit 
Mutual  Benefit's  role  to  straight  investment 
management.  Or  he  can  offer  you  a  complete  line 
of  services  and  guarantees. 

After  a  thorough  exploration  of  your  needs, 
he'll  spell  out  his  recommendations  and  your  range 
of  options. .  .you  take  it  from  there. 

So  for  the  Group  Pension  Plan  that  best  fits 
your  needs,  talk  to  your  Mutual  Benefit  representative, 
regional  pension  specialist,  or  write:  Second  Vice 
President— Group  Pension  Sales,  Mutual  Benefit  Life, 
Newark,  New  Jersey  07101. 

MUTUAL  BENEFIT 

Yju  take  care  of  today 
Wfell  take  care  of  tomorrow 


"For  expert 
Pension  Plan 
guidance, 
call:" 


NEW  YORK 

John  J.  Fishkind,  C.L.U., 

Senior  Regional  Pension  Manager 
Peter  Brickley 

Group  Pension  Representative 
Gordon  A.  Cunningham 

Group  Pension  Representative 
Suite  1401-One  World  Trade  Center 
New  York,  New  York  10048 

(212)  432-7030 

ATLANTA 

James  E.  Whitaker 

District  Pension  Manager 
The  Cities  Service  Building 
3445  Peachtree  Road,  N.E. 
Atlanta,  Georgia  30326 
(404)  266-2180 

CINCINNATI 

Sidney  J.  Stacey 

Regional  Pension  Manager 
620  Provident  Tower 
One  East  Fourth  Street 
Cincinnati,  Ohio  45202 
(513)  621-5102 

DETROIT 

Ronald  F.  Eschenburg 

Senior  Regional  Pension  Manager 
Ronald  S.  Oldenkamp 

Group  Pension  Representative 
Suite  1500-Mutual  Building 
28  West  Adams  Avenue 
Detroit,  Michigan  48226 
(313)  962-0113 

CHICAGO 

Elmer  R.  Warner,  C.L.U. 

Senior  Regional  Pension  Manager 
Peter  S.  Muller 

District  Pension  Manager 
222  South  Riverside  Plaza 
Chicago,  Illinois  60606 
(312)  454-1550 

SAN  FRANCISCO 

Herbert  Abrams,  C.L.U. 

Senior  Regional  Pension  Manager 
James  R.  Osborne 

District  Pension  Manager 
Suite  1930— One  California  Street 
San  Francisco,  California  94111 
(415)  391-1650 

LOS  ANGELES 

Donald  I.  Gregg 

Regional  Pension  Manager 
Suite  1800—5900  Wilshire  Boulevard 
Los  Angeles,  California  90036 

(213)  937-5660 


MUTUAL  BENEFIT 
A  name  to  remember. 


The  Money  Men 


vested  in  silver  bullion,  silver  coins 
and  silver  stocks." 

Has  Price  joined  the  gold  bugs? 
The  great  growth-stock  pioneer? 

We  lost  little  time  in  setting  up  an 
interview    with    this    perceptive    man. 

No,  he  assured  us,  he  hadn't  be- 
come a  gold  nut.  He  wasn't  shouting, 
"Gold,  gold,  gold."  He  hadn't  become 
a  monomaniac.  None  of  your  patent 
medicine  salesmen  like  Franz  Pick  or 
James  Dines  or  Harry  Schultz. 

The  big  difference  between  Price 
and  the  gold  nuts  is  that  they  know 
what  will  happen.  They  know  that 
gold  will  go  to  $300  or  $400  an  ounce 
and  that  it  is  the  panacea  for  all  in- 
flationary ills.  Price  claims  no  such 
certainty.  He  currently  has  only  about 
17%  of  his  accounts  in  gold  and  silver. 
In  fact,  last  year  he  sold  enough  of 
his  gold  holdings  to  get  back  most  of 
his  original  stake.  He  is  riding  gold 
now  on  his  profits.  Nothing  is  certain. 

Nor  does  Price  claim  the  kind  of 
certainty  that  the  conventional  ana- 
lysts and  conventional  economists  of- 
ten display:  The  gross  national  prod- 
uct will  go  up  by  so  much  by  such 
and  such  a  time;  inflation  will  go  up 
to— or  down  to— such  and  such.  Cor- 
porate earnings  in  1977  will  be  so  and 
so  many  dollars. 

"I  never  took  a  course  in  econom- 
ics," Price  told  us.  "I  do  not  try  to 
forecast  stock  market  trends  or  bond 
market  trends— I  learned  my  lesson  in 
1931.  I  learned  I  don't  know  anything 
about  what  the  stock  market  is  going 
to  do— and  neither  do  the  others.  If 
they  are  right,  they  are  right  only  for 
a  short  time.  When  people  ask  me, 
'What  do  you  think  about  the  stock 
market?'  I  refuse  to  answer." 

What,  then,  does  Price  do?  With  a 
mixture  of  intuition  and  amazingly 
hard  study,  he  tries  to  grasp  the  very 
big  picture.  Some  of  his  rivals  are 
studying  the  trees.  Others  study  the 
forest.  But  Price  tries  to  take  in  the 
whole  landscape.  With,  as  we  said,  al- 
most uncanny  perspicacity. 

Looking  beyond  the  current  reces- 
sion and  its  recovery,  looking  beyond 
the  current  slowdown  in  inflation,  this 
is  what  he  sees:  "New  seeds  of  infla- 
tion have  been  planted  that  will  cause 
renewed  inflation  at  a  later  date  and 
at  a  faster  rate  than  has  occurred  in 
the  past,  because  the  Government 
continues  to  try  to  cure  the  symptoms 
rather  than  the  causes." 

Price's  is  a  conventional  enough 
conservative  point  of  view:  The  poli- 
ticians are  promising  more  than  they 
can  deliver,  and  they  are  running  the 


printing  presses  to  pay  for  it.  Price 
fits  it  all  into  an  even  longer  view: 
We  are  in  the  age  of  the  common 
man,  and  we  are  in  a  cycle  where 
the  common  man  is  getting  a  bit  car- 
ried away.  This,  too,  will  pass,  but  not 
until  the  excesses  are  washed  away 
in  a  good  deal  of  suffering,  financial 
and  otherwise. 

What  is  remarkable  about  Price  is 
that  he  has  held  to  this  view  for  near- 
ly 50  years,  and  yet  his  investment 
policies  are  under  constant  review. 
Like  a  good  general,  he  holds  to  his 
essential  strategy,  but  his  tactics  are 
constantly  shifting.  Doing  this  success- 
fully requires  a  kind  of  discipline  and 
objectivity  few  men  possess.  "Change," 
he  says  often,  "is  the  only  certainty." 

Gold  is  a  probability,  not  a  cer- 
tainty. That's  one  reason  Price's  gold 
holdings  are  spread  over  14  issues. 
Half  his  personal  money  is  in  dollar  ob- 
ligations. His  total  portfolio  contains 
140  or  so  issues. 

Why  so  many  issues?  "I've  never 
believed  in  concentration,"  he  says, 
"because  I  know  I'm  not  smart  enough 
to  be  that  accurate.  I  can  see  many 
areas  I  like  and  I  prefer  to  have  two 
or  more  stocks  in  each  field.  I  learned 
my  lesson  on  concentration  a  long 
time  ago:  When  World  War  II  start- 
ed, I  picked  International  Nickel  as 
the  best  stock.  I  put  more  than  10% 
of  my  portfolio  into  it.  I  was  right 
about  nickel  and  about  Inco  having 
a  virtual  monopoly,  but  what  I  did 
not  see  was  that  they  would  put  price 
controls  on  nickel,  which  killed  it  for 
the  duration  of  the  war." 

By  the  same  token,  he  couldn't  be 
a  gold  nut,  although  he  wants  a  good 
stake  in  gold.  He  wants  bonds,  not 
for  themselves,  but  for  a  buying  re- 
serve for  the  day  when  a  crash  cre- 


FORBES,   OCTOBER    15,    1975 


7/ 


Celestron9  Multipurpose  Telescopes 


On  Display  at  Museums  and  Planetariums  Throughout  the  Country 


The  rhnirp      Three  reasons  why 
I  ne  unoice.    experienced  tele- 
scope enthusiasts  and  leading  col- 
leges, universities  and  science 
centers  the  world  over  repeat- 
edly select  Celestron  telescopes: 

The  Celestron  5.  A  tabletop 
observatory  for  exploring  the 
Moon,  planets,  scores  of  open  star 
clusters  and  gossamer  nebulae  at  up 
to  300X.  For  casual  observing  or  tele- 
photography, rest  the  instrument  on 
any  flat  surface,  swing  up  the 
tube  and  focus.  Close  in 
on  the  whiskers  of  a 
squirrel  at  trie  near 
focus  of  20  ft.  or  the 
face  of  a  friend  at  half 
a  mile.  The  3','2-lb.  tube 
demounts  for  hand-held 
shots  at  25X.  (Size 
swung  down:  7"  x  8"  x 
16",  Wt.:  12  lbs.,  Base 
price,  including  electric 
star  tracker  and  auto- 
matic star  locater,  $750) 

The  Celestron  8.  Eight  full 
inches  of  aperture  make  this 


portable  observatory  in  a  suitcase  the 
amateur's  favorite  for  studying  the  sur- 
face features  of  Mars,  the  subdivided 
rings  of  Saturn,  the  ever-changing 
^^  belt  structure  of  Jupiter,  the 

^^  intricate  filamentary  detail 

of  deep-sky  nebulae,  the 
central  regions  of  glob- 
ular clusters  at  up  to 
500X.  Also  the  ulti- 
mate terrestrial  tele- 
scope or  telephoto1 
(Size  swung  down: 
9"  x  1 2"  x  22" 
Wt.:  23  lbs.,  $895) 
The  Celestron  14. 
The  appeal  of  this 
prestigious,  fully 
electric  dome  instrument  is  enhanced  by  a 
nique  design  that  also  makes  it  the  world's 
est  one-man-portable.  Demount  and  load  it 
to  your  compact  car  in  five  minutes!  Within 
range  of  the  Celestron  14,  at  up  to 
850X.  are  the  delicate  contrast  levels 
of  the  diffuse  and  planetary  nebulae, 
the  spirals  of  remote  galaxies, 
and  the  quasars.  (Size  swung 
down:  18"  x  22"  x  44".  Wt     108 
lbs  .  $3,750) 


Cel€StrOTl  Pacific      2835  Columbia  •  Box  3578-F      •  Torrance,  CA  90503 

World's  Leading  Manufacturer  of  Compact-Portable  Telescopes 


An  Employee 
Looks  at 
Synalloy. 


;i 


Mr.  Carroll  Young 


Research  Chemist  with  Blackman-Uhler  Chemical 
Company  Division  of  Synalloy  Corporation 


I 


"I  first  purchased  Synalloy  stock 
shortly  after  I  joined  the  Company, 
because  I  was  very  impressed  with 
the  youthfulness  and  vitality  of  the 
management.  In  my  past  experi- 
ence with  large  corporations,  it 
took  forever  and  a  day  to  move, 
but  Synalloy  has  the  ability  and 
willingness  to  move  quickly.  This 
is  a  major  ingredient  in  the  suc- 
cess of  the  Company. 


In  my  own  stock  portfolio  I  look 
primarily  for  growth,  and  Synalloy 
has  compared  very  favorably  with 
some  other  stocks  I  have  owned. 
In  this  respect  diversification  has 
been  advantageous  to  the  Com- 
pany, enabling  it  to  grow  and  giv- 
ing it  stability  with  the  markets  for 
its  products  now  spanning  a  wide 
cross  section  of  industry." 


If  you  would  like  a  copy  of  the  Synalloy  1974 
Annual   Report  and   1975  Quarterly   Reports, 
please  write  to  Robert  S.  Davies,  Synalloy  Cor- 
poration, Dept.  F-58,  Box  5627,  Spartanburg, 
South  Carolina  29301. 

SYNALLOY  CORPORATION  ^     w 

Chemicals  •  Dyes  •  Alloy  Equipment  •  Distribution    ^^J  ^^ 


The  Money  Men 


ates  irresistible  buying  opportunities. 
When  will  that  be?  "I  don't 
know."  But  he  wants  to  be  ready.  He 
holds  stocks  too,  because  they  may 
for  a  time  benefit  from  inflation. 
"There  could  be  a  runaway  bull  mar- 
ket, a  buying  panic,"  he  says,  "if  the 
c  public  suddenly  decides  it  must  get 
out  of  paper  money  and  at  any  cost." 
What  would  start  it?  "I  don't  know. 
Foreigners,  maybe.  They  are  more  in- 
flation-conscious than  Americans." 
The  same  with  gold:  Price  has  no 
specific  predictions  as  to  where  it 
will  go  or  when.  But  he  knows  he 
wants  to  own  some  of  it. 

As  the  title  of  this  article  says, 
however,  it  is  T.  Rowe  Price  the  man, 
not  T.  Rowe  Price  the  organization, 
who  leans  toward  gold.  Of  the  four 
funds  run  by  the  organization,  only 
one  of  the  smaller  ones,  New  Era, 
owns  gold  stocks  and  they  arc  less 
than  10%  of  its  portfolio. 

Man  vs.  Organization 

It  has  been  almost  a  decade  since 
Price  started  retiring  (because  of  ill 
health)  and  began  handing  over  to 
younger  men.  He  has  continued  to  ad- 
vise the  funds— whose  managements 
haven't  always  chosen  to  listen— and 
to  run  portfolios  for  himself  and  his 
family.  As  the  years  passed,  the  funds 
and  the  founder  have  grown  further 
and  further  apart— his  successors 
branching  out  but,  by  and  lame  stick- 
ing to  Price's  original  thesis.  Most 
money  managers  strive  to  beat  the 
averages— and  each  other.  These  are 
reasonable  goals  for  big  organizations 
that  must  serve  large  numbers  of  peo- 
ple who  have  varying  goals  and  vary- 
ing circumstances.  But  Price  sets  him- 
self a  tougher  task.  His  successors 
have  done  well,  with  their  funds  out- 
performing the  popular  averages,  the 
average  fund  and,  in  most  cases,  the 
rate  of  inflation.  But  they  are  not  even 
close  to  Price's  performance. 

When  the  organization  moved  last 
August  to  a  new  headquarters  build- 
ing overlooking  Baltimore  harbor,  they 
left  the  old  man  behind.  In  a  sense, 
he  is  back  where  he  was  when  he 
started  his  business:  sharing  a  two 
room  office  with  his  secretary  ol  50 
years,  Marie  Walper. 

Perhaps  the  most  memorable  thing 
he  said  to  Forbes  was  addressed  not 
so  much  to  investors  as  to  his  fellow 
counselors.  His  words  are  well  worth 
pondering: 

"The  investment  counselor  must  he 

willing    to    change-    his    philosopln     to 
survive."   ■ 
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Northern  Natural  Gas  Company,  Home  Office,  Omaha,  Nebraska,  Divisions  and  Subsidiaries:  Consolidated  Natural  Gas  Limited.  Alberta,  Canada; 
Consolidated  Pipe  Lines  Company,  Alberta,  Canada,  Weskem  of  Canada,  Ltd  ,  Alberta,  Canada;  Consolidated  Gathering  System  Limited,  Alberta,  Canada, 
Norlands  Petroleums  Limited,  Alberta,  Canada.  Energy  Systems  Division.  Omaha.  Nebraska;  Hydrocarbon  Transportation,  Inc  .  Omaha.  Nebraska. 
Northern  Gas  Products  Company.  Omaha.  Nebraska;  Northern  Helex  Company.  Omaha,  Nebraska;  Northern  Propane  Gas  Company.  Minneapolis 
Minnesota;  Northern  Vocational  Training  Company,  Washington,  DC;  Geni-Chlor  International.  Concord.  California;  Peoples  Natural  Gas  Division,  Omaha. 
Nebraska;  Protane  Corporation.  Minneapolis.  Minnesota,  Dominican  Republic,  Jamaica,  Guatemala.  Venezuela.  Puerto  Rico;  United  Petroleum  Gas 
Company,  Minneapolis,  Minnesota,  Weskem  Division,  Amarillo.  Texas.  UPG,  Inc  .  Omaha.  Nebraska;  Northern  Petrochemical  Company.  Des  Plames. 
Illinois,  Polymers  Division,  Des  Plames.  Illinois.  Industrial  Chemicals  Division.  Des  Plames.  Illinois.  Canton  Containers  Division.  Canton.  Ohio.  Marine 
Plastics  Division,  Clinton,  Massachusetts,  National  Poly  Products  Division.  Mankato.  Minnesota: 
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PEAK' 

antifreeze* coolant   ja 

guaranteed  al  yo»  protection 

HV1  YSVSVsVJWSl^S  **" " 

'Take  two  before  the  cold  for  your  car's  winter  protection." 


PEAK*  antifreeze  and  coolant,  made  by  the 

Automotive  Chemicals  Division  of  our 

Northern  Petrochemical  Company,  is  just  one 

example  of  the  range  of  products  and  services 

provided  by  Northern  and  its  subsidiaries. 

Finding  new  and  better  uses  for  natural  gas 

products  and  by-products  has  led  us  into 

plastics,  packaging,  color  resins,  synthetic 

rubber  and  much  more. 

By  squeezing  all  the  value  we  can  from  our 

energy  sources,  we're  providing  a  service  far 


beyond  what  you'd  expect  from  a  "traditional" 
gas  pipeline  company.  And  as  we  continue  to 
diversify  and  develop  in  areas  where  major 
growth  is  possible,  it'll  be  good  for  our 
customers  and  investors. 

Of  course,  we'll  still  be  doing  what  you'd 
expect  a  gas  company  to  do.  Like  serve  1 .5 
million  customers  through  74  utilities  in  eight 
states,  maintain  over  31 ,000  miles  of  natural 
gas  pipeline,  and  continue  our  constant 
search  for  new  gas  reserves. 
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The  gas  company  that's  something  else. 


little  help  from  their 
»poi      ■  ■,  inflatable  dunnage  bag 
^ability. 
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How  a  bag  of  air  from 

International  Paper  saves  America's 

shippers  millions  of  dollars  a  year 


We  challenged  some  hefty 
football  players  to  try  to  smash 
their  way  through  a  bag  of  air. 

They  couldn't. 

Reason:  that  bag  of  air  is  an 
International  Paper  Ride  Rite M 
inflatable  dunnage  bag.  A  multi- 
wall  bag  built  to  withstand  tens 
of  thousands  of  pounds  of  force. 

Why  so  tough  a  bag? 

Because  these  bags  have  to 
protect  billions  of  dollars'  worth 


Tests  prove  IP  dunnage  bags  can  be  installed  and 
removed  much  faster  than  wooden  bracing. 

of  freight  from  being  damaged  in 
shipment. 

When  you  load  up  a  railcar, 
truck  or  ship,  the  freight  rarely 
fills  every  available  inch  of 
cargo  space.  And  unless  the 
cargo  space  is  completely  full  (or 
freight  is  immobilized),  the  load 


IP's  dunnage  bag  is  inflated  with  special  inflator 
hooked  to  a  standard  air  compressor. 

can  shift.  And  shifting  could 
cause  damage. 

Traditionally,  many  freight 
shippers  used  other  materials  to 
brace  the  load.  But  these 
materials  are  getting  expensive 
—  and  the  labor  to  install  them 
(and  remove  them  at  the  end  of 
the  line)  even  more  expensive. 

Enter  International  Paper's 
patented,  inflatable  dunnage  bag. 

Our  bags  are  basically  paper, 
so  they're  inexpensive.  (Prices 
range  from  six  to  seventeen 
dollars.) 

Special  linings  and  coatings 
make  them  airtight  and 
moisture  resistant.  They're  fast 
and  simple  to  install  and  inflate. 
And  at  the  receiving  end,  they're 
simply  punctured  and  removed. 

Our  inflatable  dunnage  bag 


has  already  proved  itself  to 
shippers  of  products  ranging 
from  sacks  of  cornstarch  to 
refrigerators.  And  new 
applications  are  continually 
being  developed. 

The  Ride  Rite™  inflatable 
dunnage  bag.  Another  example 
of  International  Paper 
Company's  innovative 
leadership  in  packaging,  paper, 


Properly  installed  bags  are  approved  for  use  as  a 
damage  prevention  device  by  the  National  Freight 
Loss  and  Damage  Prevention  Committee  of  the 
Association  of  American  Railroads. 

pulp,  building  materials,  and 
non-woven  textiles  and  health 
products. 
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Introducing  our  322  mph 
R&D  department. 


When  Bandag  retreads  hit  322.58 
mph  on  the  world's  fastest  drag- 
ster at  Albuquerque,  they  broke  a 
state  land  speed  record.  But  that's 
not  why  we  ran  them.  We're  out  to 
develop  a  recycled  tire  that's 
tougher  than  new  ones.  Not  to 
break  records. 

We  knew  that  during  the  run, 
65,000  lbs.  of  centrifugal  force 
would  try  to  rip  each  factory-made 


Bandag  tread  from  its  casing.  No 
worry.  Lab  tests  proved  our  pat- 
ented tread  bonding  system  gave 
us  an  ample  safety  margin  there. 

But  we  did  want  to  test  a  lot  of 
other  things.  Like  control,  stabil- 
ity, gripping  power,  skid  resis- 
tance, handling.  Things  our  engi- 

BflnDRG 

Worldwide  corporate  offices,  Muscatine,  Iowa. 


neers  knew  the  exaggerated  speed 
of  the  test  would  magnify,  thus 
providing  new  input  for  further 
R&D  studies.  At  independent 
proving  grounds.  And  at  Bandag's 
R&D  Center,  only  facility  in  the 
world  devoted  solely  to  the  ad- 
vancement of  cold  process  retread- 
ing technology  for  truck,  bus, 
passenger,  off-road,  aircraft  and 
industrial  vehicles. 


Products  that  serve  today's  growing  need  to  move  people, 
goods  and  materials  at  lower  operating  costs. 


Making  Elsie  Smile 

Can  a  chemicals  man  find  happiness  in  the  milk  and 
ice  cream  business?  It  hasn't  been  easy  for  Gus  Marusi. 


The  ice  cream  boom    {see  box,  p. 
86)—  if   we  may  mix   a   metaphor— is 
only    the    frosting    on    Gus    Marusi's 
cake,   but  a  very  nice  frosting  it  is. 
Gus— Augustine    R.    Marusi— is    chair- 
man  and   chief  executive   of  Borden 
Inc.,  and  Borden  sells  about  $200  mil- 
lion worth  of  ice  cream  a  year  in  the 
U.S.  It  claims  it  is  the  U.S.'  best  sell- 
er, shading  Kraftco  and  Bea- 
trice Foods.  This  long  static 
market  has  suddenly  started 
growing,    with    consumption 
up  10%  this  year. 

The  increased  sale  of  ice 
cream  has  given  an  added 
push  to  the  turnaround  in 
Elsie  the  Cow's  long  laggard 
dairy  operation.  Talking  with 
a  Forbes  reporter,  Marusi 
paints  an  optimistic  picture 
of  Borden's  prospects  and 
adds:  "After  eight  years  I 
ought  to  be  painting  an  op- 
timistic picture."  And  he 
goes  on  to  do  so:  With  Bor- 
den expected  to  return  11% 
on  equity,  earnings  should 
rise  to  nearly  $3  a  share  this 
year,  Borden's  best  ever  and 
10%  ahead  of  1974.  Not  bad 
for  a  recession  year! 

Although    Borden    is    the 
second-largest     ( after    Kraft- 
co)   dairy    operation    in    the     Smelly  L 
U.S.,  its  boss  is  a  chemicals     salt,  says 


man.  Perhaps  that  is  why  his  past 
predictions  of  a  turnaround  never 
came  true.  As  the  charts  below  show, 
Borden's  big  chemicals  operation  has 
been  doing  very  well  and  its  food  op- 
eration fairly  well  while  its  dairy  op- 
eration was  sick— and  Marusi  didn't 
seem  able  to  do  much  about  it.  In 
1975,    however,    he    is    beginning    to 


iederkranz  tastes  better  if  prepared  with 
Borden.  But  for  that,  it  charges  a  premium 


get  results  in  his  milk,  cheese  and  ice 
cream  business. 

Now  61  and  silver-haired,  Marusi 
is  a  chemical  engineer  who  won  the 
top  spot  at  the  old  dairy  company  for 
his  impressive  performance  in  what 
had  once  been  merely  a  sideline  for 
Borden.  Virtually  from  scratch  he  built 
a  chemicals  business  that  was  sizable 
($700  million  in  domestic  sales  now) 
and  profitable  ($80  million  pretax  in 
1974).  He  got  in  early  and  stayed 
with  fertilizers.  He  made  Borden  a 
leading  name  worldwide  for  adhe- 
sives  used  in  plywoods  and  thermo- 
plastics and,  of  course,  in  glue  with 
Elmer,  Elsie's  brother. 

Turning  around  the  whole 
corporation,  however,  proved 
tougher  than  Marusi  expect- 
ed, much  tougher.  It  has 
taken  him  years.  Looking 
back,  he  says:  "Our  cash 
forecasting  was  nonexistent, 
our  credit  controls  were 
lousy,  we  didn't  even  know 
about  return  on  investment." 
The  turnaround  took  a  lot 
of  small  changes  and  a  few 
big  ones.  It  involved  selling 
the  prestigious  Madison  Ave. 
headquarters  in  New  York 
and  moving  to  a  cheaper  of- 
fice in  heartland  Columbus, 
Ohio.  It  involved  adding  doz- 
ens of  lockboxes  around  the 
country  to  speed  up  collec- 
tions of  accounts  receivable 
by  cutting  down  on  mail 
time.  It  involved  lopping  off 
big  chunks  of  fluid  milk  and 
ice  cream  business  that  sim- 
ply could  not  be  made  prof- 


BORDEN'S  ELSIE: 

Getting  stronger  on  all  four  legs 


i 


If  it  had  not  diversified  heavily  into  chemicals  during  the  1960s,  Borden 
would  have  been  in  real  trouble  during  the  early  1970s. 
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ible   in   places  like  New  York  City 
;  northern  California. 
i    lopping-off  cost  $70  million  in 
and    penalized   earnings   in 
1969.    However,   Marusi's   moves  not 
only   .stemmed   operating  losses,   they 
also    freed    $200   million   in   cash   for 
more  profitable  use.  Partly  as  a  result, 
Borden's      debt-to-equity     ratio     has 
dropped  from  41%  to  34%  over  a  peri- 
od  when    most  of   U.S.   industry  was 
getting  deeper  and  deeper  into  debt. 

Step  by  painful  step,  Marusi  went 
to  work  on  the  dairy  and  food  op- 
erations. "We  would  have  four  dif- 
ferent trucks  going  to  the  same  city 
on  the  same  day,  with  half  a  load 
each,"  says  a  Marusi  aide.  "In  some 
areas  Borden  had  eight  separate  ware- 
bouses."  In  his  eight  years  at  the  top, 
Marusi  has  cut  the  number  of  Borden 
food  distribution  points  from  258  to 
122.  In  the  troublesome  food  division, 
Marusi  changed  top  management  no 
less  than  six  times. 

The  simple  truth  is  that  milk  is 
milk  and  processed  cheese  is  processed 
cheese  and  potato  chips  are  potato 
chips.  Marketing,  selling,  is  what  per- 
suades the  consumer  to  choose  one 
brand  over  another.  Marusi  had  to 
master  the  art  of  marketing,  and  he 
learned  that  producing  chemicals  is 
one    thing,    convincing    people    that 


Scoop.  It  was  trendy  New  York  maga- 
zine that  first  chronicled  the  increas- 
ing appetite  for  ice  cream  in  1970.  No 
one  was  more  titillated  than  Borden. 


Elsie  produces  superior  products  is 
quite  another.  "Marketing  dollars,"  he 
says,  "are  costly.  It's  not  like  buying 
property  where  you  can  get  your 
money  back.  Money  spent  on  a  TV 
program  that  doesn't  sell  is  gone  for- 
ever. There  is  no  residual  value. 

"But  now,"  says  Marusi,  "we  are 
quite  marketing  oriented.  We've  got 
our  people  in  place.  We've  arrived." 
This  year  he  feels  confident  enough 
about  his  marketing  to  spend  over 
$100  million  on  advertising  and  pro- 
motion, up  from  only  $66  million  two 
years  ago.  In  November  Borden  will 
sponsor  the  50th  anniversary  of  Grand 
Ole  Opry,  its  first  prime-time  TV  spe- 
cial. Says  Eugene  J.  Sullivan,  Borden's 
new  president  in  charge  of  opera- 
tions: "This  will  be  hard  sell.  We  want 
payout,  not  prestige." 

The  payout  is  beginning.  Borden 
claims  its  powdered  soft  drinks  under 
the  Wyler  label  now  outsell  General 
Foods'  longtime  market  leader,  Kool 
Aid.  Under  new  management,  Bor- 
den's Old  London  toast,  the  top-selling 
melba  toast,  is  moving  into  black  ink 
and  fresh  markets.  In  the  New  York 
cheese  market,  Borden,  with  its  high- 
margined  individually  wrapped  cheese 
slices,  gained  five  market  share  points 
in  as  many  months  against  the  cheese 
giant,  Kraftco.  And  in  Japan,  Marusi 


THE  SUBJECT 
IS  A  STICKY  ONE. 

Adhesives. 

But  there's  nothing  much  we  don't 
tackle,  when  it  comes  right  down  to  it. 

Adhesives  are  as  much  a  part  of  our 
company  as  sealants  around  doors.  And 
paint  cans.  We're  the  world's  biggest 
manufacturer  of  paint  cans. 
We're  the  world's  biggest  in  lots  of  things.  And  we're  a  factor  in  a 
lot  of  little  things,  too.  Take  the  coatings  that  let  golf  balls  take  tough 
punishment,  for  example.  And  we're  also  a  leading  retailer  of  decorating 
products. 

If  we  keep  sticking  to  the  job,  who  knows  how     ^n^^Uti^ 
far  we  can  go?  ^■■kTSllB 


—  1975  The  Sherwin-Williams  Company 
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"  Who  should  know  more  about  a 
bank's  stock  than  all  the  other  banks? 


claims  Lady  Borden  is  the  top-selling 

quality  ice  cream,  and  after  only  two 

hard  marketing,  is  the  third- 

best-known    foreign    trademark    there 

i   Coca-Cola  and  Nescafe). 

Marusi  doesn't  expect  his  chemicals 

earnings     to    match     last    year's    52% 

growth.    But   with   price   controls   off 

dairj    products   since   May   1974  and 


with  its  improved  marketing  taking 
hold,  Borden's  dairy  and  food  opera- 
tions will  more  than  take  up  the  slack. 
In  spite  of  its  powerful  chemicals 
operation,  Borden  has  lagged  behind 
rival  Kraft co  in  overall  profitability; 
Forbes'  Annual  Beport  (Jan.  1) 
shows  Borden  has  averaged  only  9.9% 
on  equity  as  against  Kraftco's   12.6%. 


But  if  Borden  earns  the  projected  $3 
or  so  a  share,  it  will  have  gone  a 
long  way  toward  closing  the  gap 
with  Kraftco.  If  Borden  does  as  well 
as  Marusi  says,  the  stock  market 
(which  currently  values  Kraftco  at 
ten  times  last  year's  earnings  and  Bor- 
den at  only  eight)  may  begin  to  look 
more  kindly  on  Elsie  and  Elmer.   ■ 


An  Antidote  For  Depression? 


In  1946  war-weary  Americans  set  the  world  record  for  per-capita  ice  cream  consumption:  20.4  quarts  a  mouth. 


Fihst  it  was  long  lines  at  movie 
theater  box  offices.  Then  crowds  at 
cosmetics  counters.  Now  it's  ice 
cream.  Even  a  recession  has  its  out- 
lets for  spending. 

America  is  on  the  biggest  ice  cream 
eating  binge  in  decades.  Through 
August  sales  of  ice  cream  are  fully 
10%  above  a  year  ago. 

"We're  the  beneficiaries  of  the  de- 
pression," says  a  chuckling  Irving 
Bobbins,  cofounder  of  the  1,538-unit 
Baskin-Robbins  chain,  which  claims 
to  be  busiest  in  high  unemployment 
areas  like  Detroit,  with  such  exotic 
concoctions  as  Jamoca  almond  fudge 
—top  flavor  after  vanilla— rocky  road 
and  even  peanut  n  pop  corn. 

Since  1948  ice  cream  consumption 
barely  moved  from  year  to  year,  hov- 
ering around  15  quarts  a  person,  ac- 
cording to  the  International  Associa- 
tion of  Ice  Cream  Manufacturers,  a 
trade  organization.  Then  came  1975 
and  per-capita  consumption  is  moving 
up  a  notch  to  16  quarts,  as  we  spend 
a  record  $2.4  billion  on  ice  cream 
and  related  frozen  dairy  desserts. 

Can  it  be  that  consumers  who  can- 
not find  $400  for  a  color  TV  set  or 
other  big-ticket  items  console  them- 
selves with  a  $1.50  marshmallow- 
topped,  gloom-dispelling  sundae?  Old 
timers    recall   ice    cream    selling   well 


during  the  1920s  when  Prohibition 
apparently  drove  Americans  to  drown 
their  sorrows  in  sweets.  However,  the 
previous  peak,  well  above  the  present 
one,  came  with  the  end  of  World  War 
II.  Returning  GIs,  perhaps  harboring 
memories  of  Ginger  Rogers  dating 
Burgess  Meredith  in  an  ice  cream  par- 
lor in  the  wartime  movie  Tom,  Dick 
and  Harry,  sent  ice  cream  sales  up 
over  41%  in  a  year. 

At  any  rate,  New  York-based  Car- 
vel Corp.,  the  biggest  eastern  chain, 
has  grown  sharply  in  recent  years.  Big 
dairy  companies  are  opening  their 
own  parlors,  Carnation  in  the  west- 
ern states,  Borden  in  Canada.  Mar- 
riott Corp.,  the  hotel  chain,  in  1972 
acquired  Farrell's  Ice  Cream  Parlor 
Shops  and  then  expanded  it  fivefold 
to  108  units  where  the  specialty- 
served  with  a  fanfare  of  drums  and 
sirens— is  five  pounds  of  ice  cream  and 
toppings  in  a  silver  bowl  for  $9.50. 

"We  expanded  fast  to  scare  off  any 
major  competitors,"  says  a  Marriott 
executive,  who  admits  start-up  costs 
virtually  wiped  out  profits  on  Farrell's 
$50  million  in  sales. 

While  competition  is  mounting, 
parlor  operators  say  what's  nice  about 
the  ice  cream  parlor  revival  is  that  it 
attracts  all  age  groups  at  all  times  of 
the  day  and  night— unlike  other  fast- 


food  stores  with  their  twin  peaks  at 
lunch  and  dinner.  But  not  everyone 
comes  for  the  ice  cream.  One  operator 
reports  that  marijuana  smokers  are 
sometimes  attracted  by  the  bright 
lights  and  come  in  for  a  high;  also, 
the  pot  apparently  creates  a  phenom- 
enon the  kids  call  the  "munchies." 

Parlors  account  for  only  8%  oi  all 
ice  cream  sales.  The  big  business- 
oxer  60%— is  in  half-gallons  for  the 
take-home  market  sold  by  supermar- 
kets and  food  stores.  Again  sales  are 
soaring  and  for  much  the  same  rea- 
son. "Ice  cream  is  the  best  bargain 
around,"  claims  an  industry  spokes- 
man flatly.  "Next  to  gelatin,  it's  the 
lowest  cost  per  dessert  serving;  7  to 
10  cents  against  26  cents  for  a  slice 
of  Sara  Lee  cake." 

When  the  recession  ends,  will   ice 
cream  sales   stay  flat   for  another  30 
years?  "I  don't  think  so,"  says  Al   IV 
chenik,    a    former    vice    president    .ii 
Louis  Sherry  Inc.  (now  a  pari  ol  Ben 
trice  Foods),  who  now  runs  his  own 
ice  cream  parlor  in  New  York's  Green 
wich  Village.  "The  big  dairj   compa 
nies  traditionally  were  operators.    But 
now  they're  learning  to  be  marketers. 

After  all,  if  Americans  could  swal- 
low 20  quarts  per  head  almost  30 
years  ago,  maybe  thej  could  be  per- 
suaded to  do  so  again. 
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Yankee,  Come  Home! 

Do  multinational  companies  exploit  the  poor  foreigners? 
Nonsense!  says  a  Princeton  professor.  It  is  the  U.S. 
itself  that  suffers  when  American  companies  go  overseas. 

Is  the  U.S.  moving  the  way  of  Great 
Britain— toward  political  and  econom- 
ic impotency? 

"Not  all  the  way,  not  yet,"  says 
Princeton  Professor  Robert  Gilpin. 
"But  we  have  moved  in  the  same  di- 
rection." Gilpin,  45,  is  professor  of 
public  and  international  affairs  and 
author  of  a  forthcoming  book  that  is 
critical  of  multinational  investing, 
U.S.  Power  and  the  Multinational 
Corporation.  Gilpin's  views  differ, 
however,  from  those  of  most  critics 
of  the  multinationals.  He  is  not  wor- 
ried about  exploiting  foreigners,  but 
about  a  misdirection  of  U.S.  re- 
sources. He  thinks  the  multinational 
capital  could  be  better  employed  at 
home.  Says  Gilpin: 

"There  are  basically  three  ways  a 
country  can  position  itself  in  the 
world  economy:  foreign  trade,  foreign 
investment  and  isolation.  Great  Britain 
in  the  19th  century  chose  foreign  in- 
vestment. Britain  created  the  world 
structure  in  that  century:  Pax  Britan- 
nica  benefited  British  financiers  and 
British  industry.  London  was  at  the 
center  of  the  world,  and  behind  it  all 
—the  British  navy. 

"It  was  a  fine  system  while  it 
lasted,  but  it  contained  a  fatal  weak- 
ness.  Through  our  export  of   capital 


and  of  technology  via  multinational 
companies— backed  by  U.S.  power— 
we  may  be  embracing  the  same  weak- 
ness and  repeating  the  same  mistake. 

"The  British  exported  immense 
amounts  of  capital,  and  in  the  short 
term  they  made  lots  of  money.  But 
this  led  to  the  atrophy  of  the  British 
industrial  base.  To  the  extent  that 
they  were  developing  the  world,  they 
neglected  to  develop  their  own  econ- 
omy. With  the  rise  of  new  powers- 
new  military  tactics,  new  economic 
centers— the  British  lacked  the  indus- 
trial base  to  hold  on  to  their  power. 

"Consider:  What  were  the  growth 
industries  of  the  19th  century?  Steel, 
railroads,  cotton.  The  British  invested 
in  all  of  these,  and  when  their  growth 
curves  began  to  peter  out  in  Britain, 
they  shifted  their  investment  abroad 
—the  way  we're  now  doing  with  the 
internal  combustion  engine,  elec- 
tronics, petrochemicals— our  former 
growth  industries." 

Gilpin  worries  that  our  great  multi- 
national companies  are  pushing  this 
export  of  jobs  and  capital  and  tech- 
nology: "Foreign  investment  was  the 
easy  way  to  do  it,  the  easy  way  for 
corporate  expansion,  the  easy  way  to 
get  energy.  Instead  of  spending  mon- 
ey on  energy  research,  instead  of  look- 


ing for  ways  to  use  coal,  we  invested 
in  Arabian  oil  wells.  It  was  profitable 
while  it  lasted.  But  the  party  is  over. 

"We  have  overemphasized  foreign 
investment,  to  the  detriment  of  the 
development  of  our  own  domestic  re- 
sources and  opportunities,  especially 
in  terms  of  energy.  In  the  short  term, 
this  made  sense:  You  could  make  a 
lot  of  money  by  investing  abroad. 
But  now  we've  had  a  shift  of  power, 
not  just  to  the  Arabs,  but  to  the 
Russians.  Suddenly  we're  in  a  vulner- 
able position— politically  and  also  eco- 
nomically. The  Russians  now  have  an 
airlift  and  a  naval  capability  in  the 
Middle  East,  and  the  Arabs  have  room 
for  maneuver  that  they  never  had  in 
the  past.  Heavy  dependence  on  Arab 
oil  made  sense  so  long  as  you  could 
control  the  Middle  East,  just  as  Brit- 
ish dependence  on  overseas  interests 
made  sense  in  the  19th  century— as 
long  as  it  controlled  the  world  seas. 
But  the  British  system  collapsed." 

Gilpin  is  not  advocating  an  eco- 
nomic version  of  Fortress  America  as 
a  substitute.  He  is  against  protection- 
ism and  urges  instead  government 
policies  to  encourage— but  not  to  fi- 
nance—the development  of  whole 
new  industries,  new  technologies.  The 
Government  would  provide  the  seeds. 
Private  business  would  tend  the  crops 
and  reap  the  harvest— at 
home. 

"What  our  Govern- 
ment   should    do    is 
provide   a   techno- 
logical      founda- 


American  bombs  and  British  bayonets  defended 
"easy"  overseas  investment  when  the  capital 
should  have  stayed  at  home,  says  Gilpin. 
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The 

Williams 
Companies 
is  number 


1970   71   72  73  74  75 

NET  INCOME  PER  SHARE 
FULLY   DILUTED 


. . .  in  the  "Fortune  500" 
with  a  37.42%  annual  total 
return  to  investors  for  the 
1964-1974  decade. 


1974 


1975 


1st  6  MONTHS 

Revenues       $    477.666.000  S    620.411.000  30% 

Net  Income     $      44.527.000  $      80.933.000  82% 

Assets  $1,068,681,000  $1,433,167,000  34% 


EARNINGS:  Williams  has  re- 
ported record  earnings  for  11 
consecutive  years.  The  future? 
The  Williams  Companies  expects 
1975  will  be  the  12th  record  year 
when  we  top  our  1974  net  income 
of  $95,629,000  —  which  was  up 
97%  over  1973.  And  resourceful 
Williams  (WMB-NYSE)  projects 
continuing  growth. 

FERTILIZER:  Agrico  Chemical 
Company,  one  of  the  world's 
largest  fertilizer  companies,  has 


reported  record  operating  earn- 
ings of  $100,320,000  for  the  first 
six  months  of  1975,  up  78%  over 
last  year's  comparable  period. 

ENERGY:  Williams  International 
Group,  active  in  10  nations,  has 
major  pipeline  construction  proj- 
ects underway  in  Alaska,  Algeria, 
Nigeria  and  Peru.  Its  backlog  is  at 
the  highest  point  in  history.  Dur- 
ing the  first  six  months  of  1975, 
operating  earnings  were  up  200% 
over  the  first  six  months  of  last 


year.  Williams  Pipe  Line  Com- 
pany's 8,300-mile  system  is 
operating  at  capacity  levels,  de- 
livering petroleum  products  and 
fertilizer  solutions  to  its  12-state 
marketing  area  and  Williams 
Energy  Company,  a  leading 
LP-gas  retailer  in  25  states,  re- 
ports record  earnings. 


WANT  TO  KNOW  MORE? 

Write  Corporate  Communica- 
tions, The  Williams  Companies. 


THE  WILLIAMS  COMPANIES]]} 

The  Fertilizer  and  Energy  Company  ^"^* 

320  South  Boston,  Tulsa,  Oklahoma  74103 

Major  subsidiaries  ■  Agrico  Chemical  Company  •>  Williams  International  Group  ■  Williams  Pipe  Line  Company 
■  Williams  Energy  Company  ■  Williams  Exploration  Company  ■  Edgcomb  Steel  Company 


new  products  like  a  better  soap,  say, 
but  whole  new  industries. 

"I'm  not  saying  that  the  Govern- 
ment should  develop  these  technolo- 
gies; it  should  simply  make  them 
available.  There's  a  whole  continuum 
of  R&D,  from  basic  research  to  ap- 
plied research  to  product  develop- 
ment. Government  should  reduce  the 
technological  uncertainty,  do  the  re- 
search. Reducing  market  uncertainty 
should  be  up  to  the  free  market." 

Gilpin  is  against  crash  programs 
that  would  try  to  solve  the  problem 
by  throwing  huge  amounts  of  money 
at  it  and  putting  the  Government 
deeper  and  deeper  into  business.  For 
example,  he  disapproves  of  Vice  Pres- 
ident Rockefeller's  proposal  for  a 
$100-billion  energy  corporation. 

"We  don't  need  $100  billion  in 
crash  projects,  but  a  good  steady  pro- 
gram to  develop  basic  capabilities. 
This  is  how  we  did  it  with  fission 
reactors:  We  didn't  make  a  vast  in- 
vestment in  the  development  of  fis- 
sion reactors.  All  we  had— from 
the  Government,  that  is— was  the 
Power  Reactor  Demonstration  Pro- 
gram, which  tried  several  ideas  and 
let  the  market  decide  which  to  de- 
velop. So  General  Electric  picked  one 
idea  and  Westinghouse  another.  If 
you  picked  a  dog,  you  soon  quit." 

It's  an  error  to  think,  says  Gilpin, 
that  only  government  can  deal  with 
big  problems  like  energy;  in  fact  all 
around  the  world,  governments  are 
botching  the  big  jobs.  Says  Gilpin: 
"Private  industry  can  handle  big  ven- 
tures well  enough.  Look  at  the  747, 
or  all  those  communications  satellites. 

"Government  simply  does  not  have 
that  good  a  record  in  putting  money 
on  commercially  sound  ideas.  Our  big 
projects  that  should  have  been  com- 
mercial were  the  breeder  reactor  and 
the  supersonic  transport.  In  Europe 
there's  the  Concorde,  at  $1,200  a 
flight  and  with  a  host  of  problems. 
France  on  its  own  had  SECAM,  its 
television  system— no  market  for  that, 
except  the  Russians.  But  the  German 
system,  a  private  one,  is  being  used 
all  over.  The  British  had  the  Hover- 
craft—no real  market  for  that." 

Why  then  go  the  government  route 
in  energy?  "The  U.S.  Government 
hasn't  done  what  it  should  do,  by 
providing  the  basics  in  solar  energy 
technology,  coal  gasification,  energy 
storage,  things  like  that.  Now  it 
wants  to  turn  around  and  do  what  it 
shouldn't— put  a  lot  of  money  into  the 
wrong  end  6i  the  research  effort. 

"What  I  worry  about  is  that  we're 
rushing  off  doing  the  wrong  things 
instead  of  taking  the  time  to  find  out 
what  the  right  things  are."  What  are 
the  right  things?  Gilpin's  answer:  Let 
Government  fund  basic  research  and 


private  industry  do  the  rest. 

"If  all  you  want  is  security  so  you 
can't  be  blackmailed,  that's  easy.  You 
can  bring  on  petroleum  reserve  No. 
Four,  you  can  mine  coal,  put  a  floor 
"price  under  energy.  That's  protection- 
ism and,  unfortunately,  inefficient. 
American  consumers  will  be  subsidiz- 
ing inefficient  energy  production. 

"The  energy  program  as  now  con- 
ceived will  retard  investment.  It  will 
slow  down  economic  recovery.  It 
would  mean  taking  $100  billion  out 
of  the  economy.  If  they  want  to  set 
up  a  major  form  of  public  works,  I'd 
rather  see  them  do  something  else- 
say,  clean  New  York's  streets.  You 
won't  get  much  of  Rockefeller's  $100 
billion  back  in  real  production." 

More  Openings 

Besides  energy,  where  else  does  Gil- 
pin see  basic  research  opportunities? 

To  start  with,  a  lot  more  could  be 
done  to  develop  efficient  ways  to  build 
housing,  repair  streets,  dispose  of  gar- 
bage—what Gilpin  calls  "urban  tech- 
nology." In  the  food  area,  he  notes, 
scientists  (such  as  the  ones  at  Indi- 
ana Standard)  "are  doing  incredible 
things  with  low-energy  biological  pro- 
cesses that  may  one  day  replace 
many  chemical  and  mechanical  pro- 
cesses the  way  electronics  replaced 
electrical  engineering."  A  more  esoter- 
ic application  of  this  so-called  en- 
zyme engineering,  currently  in  pre- 
liminary research,  is  making  petro- 
chemicals out  of  cellulose. 

With  sound  basic  research  opening 
up  new  opportunities  for  investment 
at  home,  Gilpin  says,  the  pressure 
would  be  off  U.S.  industry  to  export 
capital  in  order  to  protect  profit  mar- 
-gins.  With  the  Government  staying 
out  of  business,  capital  would  be 
freed  up  for  private  enterprise— which 
is  more  efficient,  more  market-respon- 
sive. In  the  end,  then,  he  is  arguing 
for  government  action  on  the  prob- 
lem—but long-range,  strictly  limited 
government  action.  And  this  is  pre- 
cisely what  we  are  not  getting. 

"We've  devoted  an  inordinate  pro- 
portion of  our  scientific  and  tech- 
nical resources  to  a  relatively  few 
areas  of  big  science  and  technology- 
space,  defense  and  atomic  energy.  In 
comparison  with,  say,  West  Germany 
and  Japan,  much  less  has  gone  for 
civilian,  industrial  R&D.  Also,  we've 
been  slowing  down  in  our  R&D  spend- 
ing, while  other  countries  have  been 
moving  in  the  opposite  direction." 

The  last  thing  we  need,  Gilpin  con- 
cludes, is  giant  government  corpora- 
tions to  soak  up  and  misdirect  scarce 
capital.  The  Government  instead 
should  help  create  conditions  that 
encourage  private  capital  to  stay 
home  and  develop  new  industries.   ■ 


THERE'S  NO 


SHORTAGE 
IN  NORTH 
CAROLINA! 


In  fact,  we  have  an  abundance  of  human 
energy  resources  ...  a  reliable,  highly 
skilled  and  technically  qualified  labor 
force  to  meet  the  diverse  requirements  of 
industry.  We  realize  that  one  of  the  most 
difficult  problems  facing  every  business  is 
the  availability  of  qualified  personnel  .  .  . 
the  availability  of  skilled  labor  is  related 
directly  to  any  firm's  earnings  picture  .  .  . 
the  better  trained  your  labor  force,  the 
better  products  you  produce  which  means 
increased  profits.  The  State  of  North 
Carolina  has  a  commitment  to  industry 
...  a  commitment  to  provide  the  most 
favorable  climate  for  industry  that  is 
possible  and  providing  highly  trained 
personnel  is  just  one  of  the  many  ways  we 
meet  our  industrial  commitment  in  the  Tar 
Heel  State. 

Our  system  of  higher  education  is 
considered  to  be  among  the  finest  in  the 
country  and  coupled  with  the  industrial 
training  services  provided  by  our 
technical  institutes  and  community 
colleges,  can  ensure  any  business  of 
practically  an  unlimited  labor  pool  to 
select  from  ...  a  force  that  is  trained 
under  a  custom-tailored  program  primed 
to  meet  the  requisites  which  are  essential 
to  the  continuing  growth  of  your  business. 
We  create  for  you,  a  productive  work 
force  trained  in  the  skills  directly  related 
to  your  needs.  We  can  provide  the 
solutions  to  your  manpower  problems 
because  our  programs  are  flexible  .  .  . 
rather  than  requiring  you  to  conform  to 
rigid  specifications,  the  programs  are 
made  to  conform  to  your  requirements. 
The  final  training  program  is  the  result  of 
a  joint  study  and  planning  by  company 
personnel  and  our  industrial  training 
specialists  .  .  .  professionals  experienced 
in  the  exacting  task  of  providing  a  properly 
structured  industrial  training  curriculum. 

North  Carolina  wants  to  keep  its 
commitment  to  industry  ...  so,  if  this 
type  of  energy  crisis  is  bothering  you, 
take  a  good,  hard  look  at  us  .  .  .  we'll 
make  sure  you  don't  have  a  shortage  of 
the  energy  you'll  need! 

Call  or  write:  Bob  Goforth,  North  Carolina 
Division  of  Economic  Development,  SP, 
P.O.  Box  27687,  Raleigh,  North  Carolina 
27611.  (919)  Phone:  829-4151 
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Anything  You  Want  To  Eat 


The  restaurant  business  is  becoming 

standardized.  CFS  Continental  saw  a  great  opportunity. 

As  recently  as  1968,  it  took  the 
average  large  restaurant  or  institution- 
al kitchen  some  710  phone  calls  to 
80-odd  different  food  wholesalers  to 
buy  just  one  month's  food  supply. 
Then  the  restaurant  manager  had  to 
receive  over  600  deliveries  and  pro- 
cess close  to  630  invoices. 

But  that  was  before  the  appearance 
of  Chicago's  $450-million-sales  CFS 
Continental  Inc.  Now  it  can  offer  a 
client  everything  his  kitchen  needs  in 
virtually  every  major  U.S.  city.  And 
it  is  the  only  major  U.S.  food  whole- 
saler that  can  do  so. 

CFS  is  bucking  the  current  reces- 
sion. In  its  1975  fiscal  year  just 
ended  Sept.  30,  sales  were  up  some 
15%  and  earnings  11%  (to  about  $7.7 
million,  or  $1.50  a  share).  The  com- 
pany's market  of  70,000  schools,  nurs- 
ing homes,  airlines  and  restaurants 
ranging  from  fancy  to  plain,  is  beauti- 
fully broad.  "It  has  never  been  our 
concern  how  much  money  people 
spend  when  they  go  out,"  says  Presi- 
dent Robert  Cohn.  "Our  only  concern 
is  that  they  do  go  out." 

CFS  has  not  always  been  so  broad 
and  buoyant.  It  was  founded  in  1915 
as  a  family-run  coffee  distributor  by 
Jacob  Cohn;  his  sons  Alvin,  54,  and 
Robert,  49,  are  now  chairman  and 
president  respectively.  As  recently  as 
1965  it  got  over  80%  of  its  $76-mil- 
lion  sales  by  supplying  coffee  to  in- 
dustrial vending  machines  plus  thou- 
sands of  individual  restaurants  and 
hotels.  Then,  says  Bob  Cohn,  who 
serves  as  the  company  planner,  "We 
saw  the  handwriting  on  the  wall." 

The  message  was  that,  while  coffee 
sales  were  stagnant,  the  McDonald's, 
Pizza  Huts,  Kentucky  Fried  Chick- 
ens and  other  fast-food  chains  were 
exploding  across  the  landscape,  gar- 
nering a  fast-growing  share  of  the  na- 
tion's eat-out  dollars.  And  while  they 
might  not  sell  much  coffee,  they  sold 
mountains  of  food,  soft  drinks  and 
paper  products. 

Fast  food  was  not  the  only  thing 
new  on  the  restaurant  scene.  The 
whole  away-from-home  eating  indus- 
try was  gradually  becoming  more 
standardized.  Where  ten  or  15  years 
ago  most  restaurants  and  motels  were 
family  run,  regional  and  national 
chains  were  now  taking  over.  Institu- 
tional feeders  like  Canteen  Corp.,  mo- 
tel chains  like  Holiday  Inns  and  Ra- 
mada,  regional  restaurant  groups  like 
Ponderosa  or  Golden  Bear,  had  vol- 
ume food  needs  thousands  of  times 


W 

1  •; 

m 

S>?*  1  jJSf^-s^, 

/ 

jtj^^^m    ■' 

\\gm  fcf> 

£           ,<^fl 

m^U 

that    of    the    local    sandwich    shop. 

At  first  the  food  service  industry, 
comprised  of  over  3,500  local  dis- 
tributors each  generally  offering  only 
one  main  line,  was  hard  put  to  supply 
the  chains.  For  lack  of  a  national  dis- 
tributor, Howard  Johnson,  one  of  the 
earliest  chains,  was  forced  to  develop 
its  own  system,  and  a  number  of  others 
followed  suit.  But  when  the  business 
boomed,  CFS  responded. 

CFS  now  distributes  over  6,000  dif- 
ferent items,  including  fresh  produce, 
dry  groceries,  frozen  food,  baked 
goods,  paper  products,  detergents, 
even  kitchen  equipment.  The  feeder 
gets  virtually  complete  "one-stop" 
shopping,  with  the  computer  taking 
care  of  inventory  and  reordering. 

The  economies  are  considerable. 
For  example,  CFS  combined  three 
separate  Los  Angeles  wholesalers  into 
a  new  $6-million  distribution  center. 
Now,  throughout  the  city,  the  com- 
pany's multipurpose  trucks  carry  re- 
frigerated items,  frozen  foods  and  dry 
groceries  all  in  one;  and  the  CFS  ser- 
viceman fixes  not  only  the  coffee  ma- 


chine   but    the    dishwasher    as    well 
when  he  calls. 

Coffee  now  contributes  only  about 
15%  of  CFS'  revenues.  Individual  res- 
taurants contribute  25%,  fall-food  out- 
lets another  20%.  The  rest  is  spread 
over  various  institutional  Feeders— res- 
taurants, schools,  hospitals. 

CFS'  earnings  have  not  risen  quite 
as  fast  as  sales,  and  this  could  be 
serious  in  a  low-margin  (usually  un- 
der 2%)  industry.  But  now  that  CFS 
has  absorbed  the  initial  tost  oi  mle 
grating  its  new  lines  and  opening  lour 
enormous  new  distribution  (enters,  it 
should  be  in  a  position  to  fatten  its 
margins  with  operating  efficiencies. 

It's  always  possible  thai  at  some 
point  a  few  more  of  the  large-volume 
national  feeders  may  decide  to  strike 
out  on  their  own  and  set  up  then 
own  food  service  systems.  Hut  for  i 
variety  of  reasons  it  set  ins  unlike!) 
to  become  a  stampede  and  it  certain 
ly  won't  limit  CFS'  chance  to  grow 
with  all  the  other  restaurants  around. 

It's  the  old  story  in  business: 
Change  equals  opportunity.  ■ 
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Which  bank  helps  you  come  to  grips  with 
today's  fast-moving  world? 


We  do.  Bank  of  America.  In  today's  rapidly  changing 
i  world  situation, the  successful  execution  of  business  plans 
calls  for  flexibility  and  fast  response.  Information  must 
f  be  current  and  complete,  and  requires  constant  alertness 
by  a  professional  staff,  both  in  the  field  and  at  head- 
quarters. Evaluation  of  data  and  forecasting  requires 
sophisticated  and  continuous  analysis. 

Those  are  precisely  the  areas  in  which  Bank  of 
;  America  offers  management  vital  assistance. 

Our  worldwide  man-on-the-spot"  service,  provided 


by  our  network  of  branches  and  affiliates,  constantly 
monitors  the  pulse  of  almost  every  economic  area. 

Our  teams  of  professionals  have  expertise  in  every 
phase  of  domestic  and  foreign  finance,  currency 
markets,  and  all  the  complexities  that  affect  international 
trade.  They  can  help  evaluate  a  changing  situation 
rapidly  and  expertly. 

Make  Bank  of  America  your  banking  base  around 
the  world,  and  you'll  have  on-the-spot  service  whenever 
and  wherever  you  need  it. 


One  step  ahead. 

BANKof  AMERICA 


Peoples  Gas  reports 
on  finding  new  supplies 
of  gas  in  the  Southwest. 

Plus  5  other  ways 
we're  working  to  ease  the 
natural  gas  shortage. 

As  widely  reported, 
L  there  has  been  a  20- 
year  decline  in  exploratory 
drilling  for  gas  in  the  tradi- 
tional onshore  areas  of  the 
Southwest.  It  has  been  more 
profitable  for  producers  to 
drill  in  other  countries . . .  and 
under  the  oceans. 

Peoples  Gas  is  trying  an 
experiment  which  counters 
the  trend.  Under  a  Revolving 
Fund  concept  approved  by 
the  Federal  Power  Commis- 
sion, we  are  devoting  all  of 
the  incremental  revenues 
from  an  authorized  increase 
in  the  price  of  gas  flowing 
from  our  company-owned 
wells  to  a  12-year  program  of 
onshore  exploration.  A  mini- 
mum of  $58  million  will  be 
involved. 

The  exploration  is  taking 
place  on  some  250,000  acres 
near  our  pipelines  in  the 
traditional  producing  areas  of 
Texas,  Louisiana,  Oklahoma, 
and  New  Mexico.  Geologists 
say  that  gas  is  there,  and  that 
it's  just  a  matter  of  finding  it. 
The  program  is  still  in  its 
early  stages,  but  about  24%  of 

the  wells  drilled  to  date  are  producing  wells,  a  good  average.  And  ^as 

from  the  first  discoveries  is  already  flowing  into  our  pipelines. 

We've  been  lucky  in  these  onshore  efforts,  but  we're  not  relaxing. 

The  gas  shortage  is  real,  and  the  demand  is  huge.  Here  are  five  Other 

ways  Peoples  Gas  is  tackling  the  problem. 
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1  ♦Offshore  exploration.       4»  Synthetic  Natural  Gas. 


We've  spent  or 
committed  over 
$625  million  to 
fund  exploration 
in  the  Gulf  of 
Mexico  since 
1970;  we  are  now 
getting  more 
than  500  million 
cubic  feet  of  gas 
every  day  from  this  investment.  It 
will  help  to  keep  14  million  custom- 
ers warm  in  the  upper  Midwest  this 
winter  and  in  the  future. 


2  ♦Gas 
from  the 
Arctic. 

There  are  mas- 
sive natural  gas 
reserves  in  Alaska's 
Prudhoe  Bay  field; 
we  have  exclusive 
rights  to  negotiate 
for  a  portion  of 
them.  This  could  mean  around  1.7 
trillion  cubic  feet  of  new  gas,  enough 
to  heat  300,000  homes  in  the  upper 
Midwest  for  20  years. 

- 

3 ♦Coal  gasification. 

We  have 
options  on 
a  substantial 
portion  of 
an  area  in 
North 
Dakota 
which  con- 
tains an 
estimated 
2.1  billion 
tons  of  lig- 
nite coal  — 
coal  that 
could  pro- . 

duce  a  billion  cubic  feet  of  gas 
every  day  for  50  years  when  our 
gasification  program  goes  into  full 
production. 
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Our  new  $97  mil- 
lion SNG  plant 
'~  =ss*S    near  Joliet,  Illinois 
—  now  under- 
going start-up 
tests  —  is  big 
'f^^^y    enough  to  produce 
£$£$&■  WW^^^    160  million  cubic 
feet  a  day.  That's 
equal  to  18%  of 
our  current  annual 
deliveries  to  our  Chicago  customers. 

5^  Underground  gas 
storage. 

To  have  the 
gas  on  hand 
to  meet  peak 
winter 
demands, 
we're  contin- 
uously expand- 
ing our  storage 
facilities. 
Right  now, 
$84  million 
is  being  spent  to  enlarge  our  under- 
ground capacities  in  four  Midwestern 
states. 

And  we  are  working  on  other 
ways  to  augment  gas  supply,  includ- 
ing importing  LNG  from  abroad 
and  several  ventures  to  utilize  gas 
made  from  cattle  manure.  Because 
the  shortage  of  gas  is  real — and  the 
demand  is  huge* 

We  have  125  years  in  the  energy 
business  —  exploration,  develop- 
ment, transmission,  storage,  and 
utility  operations.  We've  had  a  lot 
of  practice  solving  energy 
problems. 

Peoples  Gas  Company 

An  Integrated  Natural  Gas  System: 

Natural  Gas  Pipeline  Company  of  America. 

The  Peoples  Gas  Light  and  Coke  Company. 

North  Shore  Gas  Company. 

Harper  Oil  Company. 

For  a  copy  of  our  Annual  Report,  write:  Peoples  Gas  Company, 

Room  323,  122  S.  Michigan  Ave.,  Chicago,  Illinois  60603. 


The  Dream  That  Came 
True— Unfortunately 

Young  Bob  McLaughlin  got  his  chance  to  be 
chief  executive  at  Fibreboard.  Don't  envy  him. 


It  seemed  almost  too  good  to  be 
true  when,  at  the  relatively  young  age 
of  41,  former  Xerox  executive  Robert 
J.  McLaughlin  last  fall  was  named 
chief  executive  of  San  Francisco's 
Fibreboard  Corp.  (1974  sales:  $294 
million). 

And  it  was. 

Within  weeks  after  being  named 
president,  McLaughlin  watched  his 
company  plunge  sharply  into  the  red, 
where  it  has  stayed  ever  since.  "All 
the  pui  chasing  agents  in  the  country 
decided  simultaneously  not  to  order 
any  more  paper  products,"  mourns 
McLaughlin. 

True  enough.  But  that's  like  say- 
ing the  trouble  with  an  oak  tree  plant- 
ed in  a  geranium  pot  is  that  it  hasn't 
gotten  enough  water.  The  problems 
are  more  fundamental. 

Bob  McLaughlin  heads  a  fair-sized 
forest  products  company  that  doesn't 
own  many  trees  and  doesn't  have 
much  capital. 

Fibreboard  started  life  as  Pabco, 
a  producer  of  roofing,  insulation  and 
paint;  it  moved  into  paperboard  and 
packaging  via  acquisition.  In  the  late 
Sixties  then-President  George  Burgess 
decided  he  wanted  out  of 
building  products,  which  he 
called  "junk  businesses,"  and 
into  something  else.  First  he 
talked  "conglomerate."  Then 
he  talked  "integrated  forest 
products  company"  and  be- 
gan buying  sawmills  and  ply- 
wood plants.  Later  he  got  in- 
to land  development— be- 
cause Fibreboard  happened 
to  own  an  attractive  piece 
of  property  at  Lake  Tahoe. 

Successor  Melvin  L.  Le- 
vine,  who  took  over  in  1973, 
picked  up  a  folding  carton 
plant  in  New  York,  two  lum- 
ber mills  in  Tennessee  and  expanded 
in  "industrial  products"  like  plastic 
pipe  in  the  name  of  contracyclicality. 

Unfortunately,  neither  Levine  nor 
anyone  thought  enough  about  wheth- 
er the  company  could  afford  all  these 
new  opportunities.  Almost  every  one 
of  them  requires  large  amounts  of 
capital.  Capital  expenditures  last  year 
were  $42.7  million;  cash  flow  was  all 
of  $13  million.  And  there  was  $81 
million  in  long-term  debt  (46%  of  cap- 
italization) requiring  $5.3  million  just 
to  service  it.  "There  is  no  way  we  can 
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generate  the  cash  to  support  all  these 
businesses,"  says  McLaughlin  flatly. 

Burgess  and  Levine  didn't  give 
enough  thought  to  assuring  an  ade- 
quate supply  of  timber  either.  Be- 
tween 1965  and  1974  they  acquired 
ten  lumber  mills  with  an  annual  ca- 
pacity of  485  million  board  feet  and 
four  plywood  plants  with  a  capacity 
of  189  million  square  feet.  But  Fibre- 
board  acquired  scarcely  an  acre  of 
new  timberland  from  which  to  feed 
them.  Says  analyst  Harold  Mayhew  of 
Piper,  Jaffray  &  Hopwood  in  Portland, 
Ore.:  "Fibreboard  has  to  buy  85%  of 
its  chips  and  90%  of  its  timber  from 
outside  sources,  much  of  the  latter 
from  the  U.S.  Forest  Service."  But 
the  U.S.  Forest  Service  has  been  sell- 
ing less  and  less  timber  in  recent 
years  at  higher  and  higher  prices. 
This  means  that  Fibreboard's  timber 
costs  probably  amount  to  over  25% 
of  sales,  while  the  timber  costs  of  a 
company  like  Weyerhaeuser  are  prob- 
ably around  7%. 

Levine  did  try  to  get  his  hands  on 
some  timberlands,  but  the  deal  was 
controversial,  to  say  the  least.  In  Au- 
gust 1974  he  negotiated  a  deal  to  buy 


Boxed  In.  Recovery 
in  paperboard  (be- 
low) and  housing 
won't  bail  out  Fibre- 
board's  McLaughlin, 
stuck  with  high-cost 
timber  and  poor 
market  position. 


two  companies  from  William  Pendola, 
which  would  have  given  Fibreboard 
an  additional  35,000  acres  of  forests. 
In  fact,  Pendola  often  bid  against  Fi- 
breboard in  Forest  Service  sales  even 
though  he  is  a  large  Fibreboard  stock- 
holder (4.6%  of  the  common  and  all 
of  one  series  of  convertible  preferred) 
and  a  former  director. 

Other  Fibreboard  stockholders 
brought  suit  to  block  the  proposed 
<  acquisition,  charging  that  the  $14.7 
million  Pendola  was  being  offered  was 
far  too  much.  In  the  midst  of  the  legal 
battle,  Levine  died  suddenly  and  the 
board  elected  McLaughlin,  former 
head  of  Xerox'  service  organization, 
who  had  been  brought  in  by  Levine 
in  1971  to  cure  Fibreboard's  ailing 
paperboard  operations  ( 60%  of  sales ) . 

"I  spent  my  first  month  in  the  law- 
yers' offices,"  says  McLaughlin.  Final- 
ly, the  deal  was  called  off— ostensibly 
because  Fibreboard's  stock  had  sunk 
so  low  (from  19  to  around  10). 

Fibreboard's  other  problems  may 
prove  even  more  difficult  to  solve. 
There  wasn't  much  McLaughlin  could 
do  about  sharply  declining  orders  for 
paperboard  cartons  and  containers 
last  fall,  so  he  tried  to  stop  the  bleed- 
ing at  the  Trimont  Land  subsidiary 
near  Lake  Tahoe,  which  has  lost 
nearly  $4  million  over  the  past  two 
years.  Setting  aside  a  $7.2-million  re- 
serve for  possible  losses  out  of  1974 
earnings,  he  put  Trimont  on  the  block. 
After  ten  months  of  trying  he  has 
yet  to  find  a  buyer,  however,  raising 
the  question  of  whether  that  $7.2- 
million  reserve  is  adequate. 

McLaughlin's  most  pressing  prob- 
lem is  money.  While  his  predecessors 
were  busy  acquiring  their  way  into 
even  more  capital-intensive  busi- 
nesses, the  plant  and  equipment  in 
Fibreboard's  basic  paperboard  busi- 
ness was  becoming  obsolete.  The  com- 
pany still  has  the  biggest  share  of  the 
West  Coast  paper  carton  market,  but 
it  has  the  least  desirable  accounts, 
and  therefore  tends  to  sell  more  of  the 
least  profitable  products,  like  plain 
cardboard  boxes  for  the  agricultural 
market  as  opposed  to  printed  cai 
tons  for  industry.  Reason:  Larger  and 
wealthier  competitors,  like  Weyei 
liaeuser  and  Georgia-Pacific,  have 
been  building  more  modern  plants 
and  are  walking  off  with  the  hiuli  end 
of  the  paperboard  market. 

Reflecting  all  these  problems,  Fi- 
breboard stock  sells  at  what  looks  like 
bargain  prices.  Recent  price:  $9.  Book 
\alue:  $27,  which  includes  150. 000 
acres  of  presumably  valuable  timber- 
land.  Hut  is  it  a  bargain? 

Next  time  you  dream  of  becoming 
chief    executive    of    a    major    eorpoia 

tion,  just  remember  B<>l>  McLaughlin. 
His  dream  came  true.  Some  dream!  ■ 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 


1290009000  Shares 

American  Telephone  and  Telegraph  Company 

Common  Shares 


Price  $46  a  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 

undersigned  as  may  legally  offer  these  Securities  in  compliance 

with  the  securities  laws  of  such  State. 


MORGAN  STANLEY  &  CO. 

Incorporated 


GOLDMAN,  SACHS  &  CO. 


MERRILL  LYNCH,  PIERCE,  FENNER  &  SMITH 

Incorporated 


SALOMON  BROTHERS 


BLXTH  EASTMAN  DILLON  &  CO.  THE  FIRST  BOSTON  CORPORATION 

Incorporated 

DONALDSON,  LUFKIN  &  JENRETTE  DREXEL  BURNHAM  &  CO. 

Securities  Corporation  Incorporated 

HORNBLOWER  &  WEEKS -HEMPHILL,  NOYES 

Incorporated 

KIDDER,  PEABODY  &  CO. 

Incorporated 


DILLON,  READ  &  CO.  INC. 
HALSEY,  STUART  &  CO.  INC. 

Affiliate  of  Bache  &  Co.  Incorporated 

E.  F.  HUTTON  &  COMPANY  INC. 


KUHN,  LOEB  &  CO. 


LAZARD  FRERES  &  CO. 


LOEB,  RHOADES  &  CO. 

* 

SMITH,  BARNEY  &  CO. 

Incorporated 

DEAN  WITTER  &  CO. 

Incorporated 

October  2, 1975. 


PAINE,  WEBBER,  JACKSON  &  CURTIS 

Incorporated 

WERTHEIM  &  CO.,  INC. 
BEAR,  STEARNS  &  CO. 


LEHMAN  BROTHERS 

Incorporated 

REYNOLDS  SECURITIES  INC. 
WHITE,  WELD  &  CO. 

Incorporated 

SHE  ARSON  HAY  DEN  STONE  INC. 


The  Print  Shop 
of  the  Future. 

Someday,  there  will  be  a  machine  that  will 
automatically  feed  and  cycle  originals.  Provide 
limitless  sorting  of  output.  Automatically  adjust 
for  various  weights  of  paper.  Have  two  paper 
trays  to  facilitate  paper  changes.  Be  able  to 
reduce  documents.  And  turn  out  exceptional 
quality  impressions  at  the  rate  of  two  per  second. 

It  will  have  a  computerized  programmer 
to  control  and  coordinate  every  function  of  the 
machine.  Maximize  output  quality  and  conduct 
self-diagnostic  functions  for  the  operator. 

In  all,  it  will  dramatically  increase  the 
output  per  employee  in  the  department.  And  no 
reproduction  center  will  be  complete 
without  one. 

Science  Fiction?  No.  Science  fact. 

It's  here  today. 

The  new  Xerox  9200  Duplicating  System. 

XEROX 


XEROX*  jik!  9200  are  trademarks  of  XEROX  CORPORATION 


BUILDING  P 


YOUR  FUTURE 


\ 
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New  Tennessee  zinc  mill  to  process 
2,000,000  tons  of  ore  a  year. 

Asarco  is  building  to  help  make  the  U.S.  more  self-sufficient  in  zinc.  At  present 
only  one-third  of  the  zinc  consumed  in  the  U.S.  is  produced  from  domestic  mines. 

This  year  we're  completing  a  modern  central  mill  located  near  our  Young  mine 
in  Tennessee  which  will  have  20%  greater  capacity  than  the  mill  it  replaces.  Ore 
reserves  at  our  four  Tennessee  zinc  mines  are  sufficient  to  support  production  at 
the  expanded  rate  well  into  the  next  century. 

Zinc  is  essential  for  protecting  steel  against  corrosion  and  for  die  cast  parts 
used  in  thousands  of  products,  from  automobiles  to  computers.  Zinc  is  also  vital 
for  producing  zinc  oxide  used  in  rubber  manufacturing  and  in  paints  and  paper. 

Our  expansion  plans  will  make  the  U.S.  less  dependent  on  foreign  sources  for 
important  metals  such  as  zinc,  copper,  lead  and  silver.  ASARCO  Incorporated 
is  headquartered  at  120  Broadway,  New  York,  N.Y.  10005. 


iracle  Under  Pressure: 
Brazil  Weathers  The  Storm 

Soaring  oil  costs  and  the  loss  of  half  its  coffee  crop  have 
barely  forced  the  Brazilian  miracle  to  break  stride. 


Until  recently,  it  seemed  that  Bra- 
zil had  learned  how  to  live  with  in- 
flation more  successfully  than  any 
country  in  the  world.  From  1964  to 
1973  the  growth  rate  in  real  gross 
national  product  rose  from  under  3% 
to  over  10%— one  of  the  world's  high- 
est for  four  years  running.  At  the 
same  time  inflation  dropped  from  90% 
to  around  13%.  It  was  a  virtually  un- 
paralleled achievement. 

Last  year,  however,  the  "Brazilian 
miracle"  didn't  look  quite  so  miracu- 
lous. Inflation  shot  back  up  to  35%, 
the  balance  of  payments  plunged 
$4.6  billion  into  the  red,  and  the 
projected  real  GNP  growth  for  1975 
was  chopped  in  half.  If  anything, 
the  situation  seems  likely  to  worsen 
dramatically  this  year,  with  the  Or- 
ganization of  Petroleum  Exporting 
Countries  hiking  the  price  of  oil  still 
further  and  a  ruinous  early  frost  that 
damaged  half  of  Brazil's  crucial  for- 
eigivexchange-eaming  coffee  trees. 

Is  the  miracle  over?  Some  people 
are  saying  it  is.  The  facts,  however, 
do  not  back  them  up. 

To  allay  such  fears  among  U.S. 
businessmen  whose  investments  rep- 
resent over  a  third  of  all  foreign 
capital  in  Brazil,  the  reigning  generals 
recently  dispatched  Finance  Minister 
Mario  Henrique  Simensen  and  Chair- 
man Angelo  Calmon  de  Sa  of  the  Bra- 
zilian central  bank  on  a  whirlwind 
U.S.  junket. 

Growth  "Slowdown" 

Forbes  caught  up  with  the  fast- 
moving  Brazilians  in  Los  Angeles  last 
month,  where  they  were  addressing 
a  luncheon  audience  of  bankers  and 
corporate  executives.  "The  50%  reduc- 
tion in  the  growth  rate  of  our  econ- 
omy does  not  mean  that  our  Minister 
of  Finance  lias  lost  half  of  his  com- 
petence to  "handle  our  economy!"  re- 
marked Calmon  de  Sa  with  a  sideways 
glance  at  the  glum-faced  Simensen. 

That  brought  some  amused  chuck- 
les from  the  audience.  They  got 
the  point:  The  U.S.  would  be  de- 
lighted if  it  could  match  Brazil's  pro- 
jected 5%  growth  in  real  GNP  this 
year— indeed,  so  would  any  industri- 
alized country  in  the  world.  In  fact, 
much  of  the  slowdown  was  deliberate. 

"We  realized  we  had  to  sacrifice 
real  growth  to  put  our  balance  of  pay- 
ments in  order,"  Calmon  de  Sa  went 


on.  While  exports  of  Brazilian  coffee, 
textiles,  footwear  and  sugar  increased 
30%  last  year,  imports  of  crude  oil, 
chemicals,  metals  and  machinery  in- 
creased 47%.  To  redress  that  infla- 
tionary imbalance,  the  government— 
which  accounts  for  about  half  of  all 
Braziliari  imports— has  budgeted  a 
10%  cutback  this  year.  It  has  also  re- 
quired "refundable  prepayments"  on 
all  imports  from  the  private  sector— in 
effect,  a  costly  surtax  in  a  country 
where  purchasing  power  is  declining 
so  rapidly. 

In  addition,  Brazil  is  now  granting 
direct  production  loans  to  such  key 
export  industries  as  tobacco,  footwear 
and  textiles,  and  is  also  offering  in- 
centives to  domestic  capital  goods 
producers  whose  products  replace  im- 
ported machinery. 

Thanks  to  such  measures,  said  Cal- 
mon de  Sa,  Brazil  expects  its  inflation 
rate  to  cool  down  to  28%  this  year, 
and  to  20%  by  1976.  By  Latin  Ameri- 
can standards,  that  rate  of  inflation 
is  modest. 

As  do  most  countries,  of  course, 
Brazil  has  an  oil  problem.  Brazilians, 
whose  love  affair  with  the  automo- 
bile is  as  hot  as  was  Americans'  in  the 
Fifties,  use  up  600,000  barrels  of  oil 
a  day  more  than  they  produce.  Im- 
porting that  oil  this  year  may  cost 
at  least  $3.8  billion,  equal  to  Brazil's 
ff>tal  foreign  exchange  reserves  at  the 
end  of  1974,  at  a  time  when  exports 
are  faltering. 

But,  unlike  many  other  OPEC- 
blitzed  countries,  Brazil  has  the  po- 
tential to  become  self-sufficient  in  oil. 
Petrobras,  the  big  state  oil  company 
with  nearly  $5  billion  in  assets,  has 
quintupled  its  annual  spending,  budg- 
eting $4  billion  over  the  next  four 
years  for  oil  reserves  development.  The 
big  hope  is  the  Garoupa  strike  in 
the  Campos  fields  50  miles  off  Rio's 
majestic  Guanabara  Bay.  Petrobras 
has  estimated  Garoupa's  treasure  at 
600  million  barrels,  although  some 
U.S.  oil  experts  view  that  as  a  bit 
optimistic.  Unfettered  by  environ- 
mentalists and  chancing  the  risk  of 
polluting  Rio's  fabled  Copacabana 
and  Ipanema  beaches  (and  a  healthy 
tourist  industry  as  well),  Petrobras  is 
rushing  ahead  with  a  temporary  sub- 
sea  system  that  produces  oil  and  gas 
underwater  without  using  drilling  or 
production  platforms.  It  plans  to  start 


Traffic  jams  are  a  Brazilian  specialty. 

pumping  40,000  to  50,000  barrels  a 
day  by  late  1977.  Safer,  permanent 
structures  would  mean  at  least  a  fur- 
ther three-year  delay. 

By  1981,  Brazil  also  hopes  to  have 
five  nuclear  power  plants  on  stream 
with  its  own  uranium-enrichment  plant 
by  mid- 1980. 

Finance  Minister  Simensen  even 
suggests  that  the  frost  on  the  coffee 
crop  may  not  harm  Brazil's  balance 
of  trade.  "The  quality  of  coffee  we 
produce  will  decline  but  prices  will 
rise,"  he  told  Forbes  after  the  speeches 
were  over.  "So  the  effect  is  very  hard 
to  predict.  I  have  seen  some  projec- 
tions that  we  will  lose  20%  of  our  cof- 
fee earnings  and  other  projections  that 
we  will  gain  20%  in  coffee  earnings. 
What  should  be  remembered  is  that 
in  the  last  few  years  Brazil  has  made 
an  enormous  effort  to  diversify  ex- 
ports. Coffee  today  is  only  10%  of  to- 
tal Brazilian  exports." 

One  of  the  main  thrusts  of  Bra- 
zil's export  drive,  Simensen  contin- 
ued, is  in  the  mining  and  metals  in- 
dustries where  around  $20  billion  will 
be  spent  over  the  next  five  years. 
About  half  of  that  money  is  ear- 
marked for  steel  where  production 
will  be  increased  from  7.5  million  tons 
to  23  million  tons.  That  would  make 
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An  increasing  number  of  U.S.  firms  are 
turning  to  Nissho-lwai  American  Corp. 
to  plan  and  guide  their  international 
activities.  Our  business  has  nearly 
doubled  (to  over  $3  billion)  in  the  past 
two  years.  Whether  you  are  looking 
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Brazil  the  sixth-  or  seventh-largest  steel 
producer  in  the  world  by  1980.  (It 
now  ranks  16th. ) 

Already  Brazil  is  the  world's  second 
largest  iron  ore  exporter  after  An.-, 
traha,  and  by  1980  Brazil  expects  to] 
pass  Australia.  Not  even  fabled  Mount 
Newman  in  Australia  can  match  the' 
estimated  17  billion  tons  of  high-grade 
ore  at  Serra  dos  Carajas  deep  in  the 
Amazon  jungle,  which  U.S.  Steel  and 
its  Brazilian  partners  are  spending 
$3  billion  to  develop.  Nearby,  the 
Japanese  and  Brazilian  partners  are, 
spending  $3.5  billion  on  a  giant  alum- 
inum facility;  in  the  state  of  Goias, 
in  the  Brazilian  highlands,  Canadian 
and  German  investors  are  laying  out 
$500  million  on  a  nickel  mine. 

Massive  as  these  capital  spending 
programs  are,  they  have  not  deterred 
the  military  regime  of  General  Ernesto 
Geisel  from  an  equally  ambitious  five- 
year  social-spending  program  that 
calls  for  a  350%  increase  in  communi- 
cations facilities,  vast  housing  pro- 
grams and  greatly  increased  spending 
on  education,  public  health,  urban 
social  services  and  vocational  training 
—all  of  which  are  expected  to  create 
1  million  new  jobs  each  year. 


Index  Approach 

In  the  U.S.  we  worry  about  massive, 
deficit  spending  by  the  Government 
"crowding  out"  would-be  corporate 
borrowers  from  the  hard-pressed  cap- 
ital markets.  Won't  the  same  thing 
happen  in  Brazil? 

No,  replied  Simensen,  because  of 
indexing— an  elaborate  system  where- 
by fixed  commitments  are  automatic- 
ally adjusted  upward  for  inflation,  so 
that  savings  accounts  and  govern- 
ment bonds,  for  example,  are  able  to 
offer  a  positive  rate  of  interest  over 
and  above  inflation.  This  eQCOuragel 
people  to  save.  In  1964  total  domestic 
savings  equaled  about  15%  of  the 
GNP.  I^ast  year  it  was  up  to  24%  of 
the  GNP.  The  U.S.  figure  is  only  8.6%. 

"The  great  advantage  of  indexing." 
Simensen  said,  "is  that  you  stimulate 
savings  even  if  you  have  high  rates 
of  inflation." 

There   are   costs    to    the    Brazilian 
miracle  of  course.  "Indexing  neutral- 
izes most  of  the  distortions  created  b| 
inflation,"  Simensen  went  on,  "but   it 
also  makes  it  harder  to  bring  inflation 
rates   down."    Furthermore,    Brazilians 
are  paying  for  their  economic  miracle 
with  a  certain  loss  of  political   free- 
dom. The  tough  military  regime  will 
not  tolerate  dissent,  especially  among 
labor  leaders   and  church   "radicals 
But  as  long  as  the  generals  continue 
to  turn   in   an  economic   perforinam  < 
that  is  without  equal  in  the  Westt 
world,   most    Brazilians   aic   willing 
overlook  those  costs    ■ 
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THIS  FINANCIAL  PACKAGE 

WAS  DESIGNED  FOR  A  US 

COMPANY  NOW 

MANUFACTURING  IN  THE 
REPUBLIC  OF  IRELAND. 

REQUIREMENTS  $ 

Site  and  Buildings 2,400,000 

Machinery  and  Plant 7,600,000 

Working  Capital 2,500,000 

Total  Investment:     $12,500,000 

SOURCES  Note         $ 

IDA  non-repayable  grant 1 3,500,000 

Company  funds 3,500,000 

Borrowings,  including: 

Supplier  Credit 2 ) 

Leasing * 3 5,500,000 

Preference  Shares  4 ) 

Total:     $12,500,000 

NOTES:    1 .  Non-repayable  grants  toward  cost  of  land,  buildings  and  machinery. 

2.  Supplier  financing  of  capital  equipment  at  preferred  rates. 

3.  Leasing  at  rates  varying  between  2% -5%. 

4.  A  non-voting  redeemable  preference  share  carrying  a  coupon  of  7%  issued  to 
Irish  financial  houses. 

This  company  also  nas  complete  exemption  from  taxes  on  its  profits  from  exports 
until  1 990,  and  received  a  grant  which  covered  the  complete  cost  of  training  its  workers. 

If  you  would  like  the  Industrial  Development  Authority  of 
Ireland  to  submit  a  financial  package  designed  for  your 
company's  next  European    I  [^  A    |kaIop\s4     0 
expansion,  call  or  write:  L/AA       l6lu     Id  00 

New  York:  (212)  972-1003,  280  Park       INDUSTRIAL  DEVELOPMENT  AUTHORITY 
Avenue,  New  York,  NY  1 001 7.  Chicago:  (31 2)  644-7476,  1  East  Wacker  Drive,  Chicago, 
Illinois  60601 .  Los  Angeles:  (213)  624-1 024, 51 5  South  Flower  St.,  Los  Angeles, CA  90071 . 

This  announcement  is  published  by  IDA-lreland.  280  Park  Avenue.  New  York,  New  York  10017  which  is  registered  under  the  Foreign  Agents  Registration 
Acts,  as  amended,  as  an  agent  of  the  Government  of  Ireland.  This  material  is  filed  with  the  Department  of  Justice  where  the  required  registration 
statement  is  available  for  public  inspection   Registration  does  not  indicate  approval  of  the  contents  by  the  United  States  Government 


Reprinted  from  the  Sept.  27  issue  of  TV  Guide  magazine. 
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Howard 

Cosell 
vs 

the  World 

It's  not  easy  being 
an  educated  man 
of  complete 
and  utter  integrity 


America  might  not  have  known  it, 
but  it  faced  a  delicate  crisis  a  short 
while  back.  Howard  Cosell  had 
hinted  that  unless  he  catapulted 
from  the  puerile  precincts  of  sports, 
he  might  run  for  the  U.S.  Senate. 

It  happened,  at  the  time,  that  New 
York,  his  home  state,  already  had  its 
quota  of  senators.  But  Howard  gave 
thought  to  challenging  the  incum- 
bents in  behalf  of  the  people,  who,  in 
the  aftermath  of  Watergate,  needed 
leadership,  intellect  and  integrity  of 
the  quality  he  was  able  to  offer. 

Depending  upon  your  point  of 
view,  it  was  a  costly  day  for  Amer- 
ica, or  a  blessing,  when  ABC  found  a 
new  place  for  Howard.  It  worked  out 
details  to  purchase  from  this  ver- 
satile performer— and  his  longtime 
executive  producer,  Roone 
Arledge— a  weekly  variety  series 
called  Saturday  Night  Live  with 
Howard  Cosell,  which  premiered 
last  week. 

From  the  Ed  Sullivan  Theater  in 
New  York,  this  one-hour  presenta- 
tion is  aimed  at  titillating  a  Nation 
hardly  in  the  habit  of  being  titillated 
by  ABC,  live  or  otherwise,  on  Satur- 
day night  between  8  and  9  (ET). 

©1975,  Triangle  Publications,  Inc 


By  Melvin  Durslag 


Last  season,  for  instance,  ABC 
offered  The  New  Land,  which  turned 
out  to  be  hell's  half-acre.  It  gained 
the  distinction  of  polling  the  lowest 
rating  of  any  show  in  prime  time. 
The  figure  ran  7.9,  contrasted  to  All 
in  the  Family  (29.3)  and  Paul  Sand  in 
Friends  and  Lovers  (21.3)  on  CBS, 
and  Emergency!  on  NBC  (19.7). 

So  both  the  network  and  Cosell 
were  ready  for  a  change.  Howard 
had  been  traversing  the  country, 
telling  weary  listeners  that  sports 
were  beginning  to  make  him  ill. 
Sports  were  juvenile  stuff.  Football, 
in  particular,  was  a  drag.  There  was 
Fran  Tarkenton,  No.  10,  throwing  to 
his  wide  receiver,  John  Gilliam,  No. 
42.  And  the  front  four  of  Carl  Eller, 
81;  Alan  Page,  88;  Gary  Larsen,  77; 
and  Jim  Marshall,  70,  was  impreg- 
nable. So  what  else  was  new,  ex- 
cept that  O.J.  Simpson,  No.  32,  was 
freezing  the  linebacker? 

Howard  was  a  tired  businessman 
whose  mind  needed  revitalizing.  He 
accepted  odd  parts  in  comedy 
series  and  appeared  on  other  shows 
detached  from  athletics,  but  Satur- 
day Night  Live  distinctly  is  his  big- 
gest undertaking. 


"Ours  will  be  loosely  referred  \oW  . 
a  variety  show,"  says  Arledge,  " 
it  is  different  from  the  standard  pi 
taped  programs  originating  fri 
Los  Angeles  these  days.  The 
shows  have  interchangeable  pai 
and  guests  float  from  one  she 
another.  We  are  capturing  the 
citement  of  a  live  show  that  is  mil 
ing    when    something    is    ta 
months   in   advance.   We   also 
bringing  to  television  a  whole  gn 
of  people  not  usually  seen  on  en 
tainment   shows  — Broadway    stai" 
politicians  and  athletes,  in  additi lc 
to  singers  and  comedians." 

Cosell's  primary  function,  accoi 
ing  to  Arledge,  will  be  to  intervii  JJ 
guests.  "One  of  the  things  I  hopei 
can  have  Howard  do,"  says  Arledu 
'is   talk   with   the   Kissingers, 
Rockefellers,  the  Abe  Beames, 
whoever  else  is  interesting  in  t 
news."  New  York's  Mayor  Beame,, 
course,  probably  would  prefer  a" 
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pearing    on    a   telethon    to 
money  for  his  city. 

"I  will  be  participating  in  so 
sketches  on  the  show,"  says  Cosi] 
"but  only  where  it's  right  for  me  v 
participate.  I'm  not  going  to  do  wt°* 
I  believe  I  don't  do  well.  I  am  rr 
going  to  sit  on  a  horse,  pretendi 
to  be  Cher,  as  I  did  on  the  Son 
Bono  show.  I  will  rely  on  the  advi 
of  people  I  trust,  like  Roone,  w 
knows  me  better  than  anyone  el 
in  the  country" 

The  relationship  between  the  t 
has  improved  noticeably  since  t 
early  days  of  what  might  be  callL 
"Monday    Night    Live"    when    AfiL 
came  into  the  pro  football  businc 
in   prime  time.   Howard   hinted 
didn't  approve  of  the  change  tr, 
brought  in  Frank  Gifford  as  play-t„ 
play  replacement  for  Keith  JackS(  |$| 
Howard  didn't   approve  of  oth5 
things  at  ABC,  too,  including  may 
Arledge;  and  Roone  made  it  cle  t 
that   while   he    had    the   maximtl 
tolerance  for  dissent,  he  expect! 
Cosell  to  work  in  peace  or  leave.  L 
But  Howard  is  an  interesting  coil 
batant.  He  fights  with  an  awful  lot  r 
people  but  rarely  closes  his  eik 
bassy.  In  other  words,  by  fighting, 
one  key  and  retaining  a  civil  rel 
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ship  in  another,  he  usually 
s  up  friends,  as  he  has  done 
Arledge. 

len  Don  Meredith  departed 
day  Night  Football,  he  dis- 
3d  candidly  that  Howard  didn't 
cially  like  Don  or  Gifford.  "He 
v  that  Gifford  and  I  were  close 
ds,"  said  Meredith.  "I  think  he 
afraid  he  would  wind  up  an  out- 
r  on  the  show,  and  he  fought  to 
oticed."  Don  also  guessed  that 
ard  looked  upon  the  two  as  a 
of  no-talent  jocks,  overmatched 
ie  intellectual  latitudes  of  to- 
s  journalism.  But  all  the  while, 
Meredith,  Howard  remained  on 
ial  terms,  and  the  three  today 
jar  to  be  friendly, 
hether  such  amiability  will  be 
3y  critics  toward  Saturday  Night 
is  doubted  by  Cosell,  who  tells 
that  the  great  white  shark— the 
is  — is  ready  to  surface  and 
n  his  show  to  fragments.  There 
two  ways  to  appraise  such  a 
sment.  One  is  that  it  is  true.  The 
f  is  that  it  is  a  cunning  defense 
e  event  the  show  should  fall  on 
Drgan  of  hearing.  It  could  be 
led  not  on  its  imperfections,  but 
Durnalists  out  to  get  Cosell. 
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xt  to  Sinatra,"  says  Howard,  "I 
the  most  hostile  press  in 
irica.  I  have  been  called  a  com- 
/  pimp,  a  prostitute  and  a  man 

no  trace  of  decency  or  morality. 
te  been  vilified  by  people  I  never 
3  even  seen.  They  have  made  no 
rt  to  look  into  my  background, 
3ducation,  my  honesty." 
ten  talking  to  this  reporter, 
'ard  predicted:  "I  know  your  sto- 
make  me  look  like  a  horse's 
,  not  a  lawyer  and  an  educated 

.    And    your    colleagues    will 

e,  because  writers  are  germs 

stick  together." 
3  Cosell  talked,  we  recalled  the 

who  jumped  into  the  taxi  and 
<ed  "Follow  that  car,  they're 
me!"  Howard  has  cassette- 
5  speeches  he  sets  into  motion, 
n  when  they^ion't  apply  to  the 
son  he  is  talking  to.  His  persecu- 

is  a  common  subject. 

he    press    tried    for    years    to 
troy  me,"  he  continued,  "but  it 


couldn't,  because  I  am  too  strong, 
too  stable,  too  honest.  Well,  it's  all 
over  now  and  I  have  won.  The  public 
believes  me  and  won't  allow  you 
[the  press]  to  impeach  my  cred- 
ibility I  have  won  with  the  public 
because  I  am  honest.  I  sold  235,000 
hard-cover  copies  of  my  last  book. 
People  in  Dallas  stood  in  a  line  10 
blocks  long  for  a  personally 
autographed  copy." 

"Did  the  book  sell  for  its  rare  liter- 
ary content,  or  because  of  the 
publicity  you  have  gathered  along 
the  way?"  he  was  asked. 

"Fine  publicity,"  he  snorted. 
"There  hasn't  been  a  good  line  writ- 
ten about  me  in  five  years.  I  have 
given  America  humor  and  truth,  and 
all  I  have  read  about  myself  is  lies." 

Howard's  conversation  (by 
telephone)  with  this  interviewer 
now  was  causing  a  problem  in  his 
household.  Said  he:  "Emmy  [Mrs. 
Cosell]  has  told  me  that  if  I  continue 
talking  to  that  man  she's  walking 
out  of  the  apartment." 

"Am  I  to  consider  myself  blessed 
talking  to  you?"  he  was  asked. 

"You  called  and  asked  me  as  a 
favor  to  help  you  with  this  story,"  he 
answered. 

"I  didn't  ask  you  as  a  favor.  You're 
launching  a  new  show.  This  is  busi- 
ness—for both  of  us." 

"What  I'm  trying  to  tell  you  .  .  ." 

He  now  broke  off.  "I  have  to  hang 
up,"  he  said  hastily.  "Emmy  has  just 
walked  out." 

I  reached  a  decision  at  that  mo- 
ment. I  would  never  talk  to  Cosell 
again  unless  I  got  permission  from 
my  wif». 

Whatever  the  crises  featured  in  the 
daily  adventures  of  Howard,  it  is  ir- 
refutable that  he  is  a  roaring  suc- 
cess today.  He  turns  down  far  more 
work  than  he  accepts.  At  fees  up  to 
$10,000,  he  is  besieged  with  speak- 
ing offers,  but  he  rejects  most  of 
them  for  reasons  of  time.  In  hotel 
lobbies  he  is  hounded  for  auto- 
graphs. And,  for  all  his  outward  dis- 
dain for  the  press,  he  engages  in  a  lot 
of  interviews,  usually  set  up  by  ABC, 
which  senses  a  promotional  harvest 
when  Howard  is  on  the  local  scene. 
Network    people    advance    two 


schools  of  thought  on  Cosell's  at- 
titude. One  holds  that  he  ascribes 
his  success  totally  to  colossal 
talent,  allowing  him  to  flourish  in  the 
face  of  the  most  devastating  odds. 
The  other  hints  that  more  shrewd- 
ness than  meets  the  eye  pervades 
the  thinking  of  Howard.  Aware  that  a 
few  in  show  business  have  scaled 
Himalayan  peaks  on  the  rope  of 
controversy  and  antisociability,  he 
is  not  averse  to  conflict,  and,  at 
times,  may  even  invite  it. 

But  even  if  Howard  feels  his 
riches  have  been  built  solely  on  the 
strength  of  raw  ability,  his  network 
is  not  unaware  of  that  ancillary 
gem— exploitation  — especially  con- 
sidering the  Saturday  night  pre- 
dicament of  ABC. 

"My  initial  reaction  to  the  project 
was  very  enthusiastic,"  says  Fred 
Silverman,  president  of  ABC's  en- 
tertainment division.  "Cosell  has 
the  most  innovative  program  on  all 
three  networks  going  into  the  fall. 
This  season,  you  have  a  lot  of  doc- 
tors, a  lot  of  policemen,  a  lot  of 
shows  that  look  the  same.  The  Co- 
sell  show  is  unique.  That's  why  peo- 
ple will  watch  it." 

"We  go  into  this  realistically  as 
underdogs,"  Cosell  says,  "knowing 
that  we  inherited  ABC's  disaster 
time  period,  knowing  that  variety 
shows  in  general  have  not  made  it 
on  ABC.  But  we  go  into  it  with  gut 
feelings  about  what  we  hope  to 
achieve. 

"We  faced  a  major  audience  com- 
position problem  when  we  began 
Monday  Night  Football  under  direst 
forebodings  by  television  experts. 
But  we  made  Monday  Night  Football 
a  social  institution  and  we  captured 
a  reasonable  share  of  the  female 
audience.  Our  task  isnot  dissimilar 
to  the  variety  series.-  Our  ultimate 
base  is  still  entertainment." 

Describing  himself  as  "dedicated, 
overworked  and  a  victim  of  high 
blood  pressure,"  Howard  is  pleased 
with  his  rise  in  the  world.  Says  he:  "I 
am  a  simple,  square,  family  nan  who 
used  to  carry  a  45-pound  tape 
recorder  from  town  to  town.  I 
worked  very  hard.  If,  at  55,  I  can 
make  it  in  this  new  venture,  I  must 
have  something." 


read  about  television  than  will  buy  any  other  magazine 
read  about  anything  else. 
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^A/here  you  have  poor  labor  rela- 
■' ■  tions,    you    have    poor    manage- 
ment," President  Edward  J.  Williams 
of  McGraw-Edison  says  bluntly. 

Williams  is  talking  about  his  own 
company.  Crippling  labor  problems 
had  become  almost  a  way  of  life  at 
S910-million-sales  McGraw-Edison.  It 
is  one  of  only  three  big  electrical 
equipment  companies— General  Elec- 
tric and  Westinghouse  are  the  other 
two— solidly  positioned  in  all  three  elec- 
trical markets.  It  makes  consumer  ap- 
pliances ranging  from  small  items  like 
toasters  to  major  appliances  like  wash- 
ing machines.  It  makes  industrial 
equipment  sold  to  the  food,  commer- 
cial laundry  and  other  industries.  It 
makes  transmission  and  distribution 
equipment  for  the  utilities. 

It  was  largely  McGraw-Edison's 
wretched  labor  relations  that  caused 
it  to  lose  ground  not  only  against  GE, 
with  which  it  once  ran  neck-and- 
neck  in  return  on  investment,  but 
against  Westinghouse  as  well.  In  the 
early  Seventies,  Williams  and  his  im- 
mediate predecessor,  Ray  Giesecke, 
radically  reorganized  the  company. 
They  closed  28  plants  while  building 
eight  new  ones.  They  drastically 
trimmed  the  huge  array  of  products, 
sold  two  entire  businesses  and  pared 
the  company's  26  divisions  down  to 
six,  not  including  those  in  Canada. 
These  were  drastic  changes.  They 
should  have  stopped  McGraw-Edi- 
son's slump.  But  they  didn't  because 
of  the  continuing  labor  problems. 

True,  GE  and  Westinghouse  were 
also  poleaxed  last  year  by  the  dip  in 
consumer  demand,  but  not  nearly  as 
badly  as  McGraw-Edison,  whose  pre- 
tax earnings  on  consumer  business 
sank  to  only  $3.3  million  from  $36.6 
million  only  two  years  before.  At  the 
same  time,  fixed  prices  and  soaring 
costs  transformed  the  $12-million  prof- 
it of  its  utility  division  to  a  $7.5-mil- 
lion  loss.  McGraw-Edison's  competi- 
tors did  not  have  to  take  the  18-week 
strike  (from  October  1973  to  Feb- 
ruary 1974)  that  McGraw-Edison 
took  at  its  Canonsburg,  Pa.  power 
systems  plant. 

Where  GE  and  Westinghouse  deal 
with  a  single  union  and  deal  with  it 
nationally,  McGraw-Edison  bargained 
with  several— and  all  individually  at 
plant  or  division  levels.  It's  almost  as 
in  Britain  (see  p.  26).  Labor  rela- 
tions were  formerly  left  to  plant  or 


Peace  In 
The  Family 

McGraw-Edison  seemed  able 
to  do  everything  well 
except  deal  intelligently 
with  its  workers. 


Sparks  have  flown  between  labor 
and  management  at  McGraw- 
Edison  almost  as  frequently  as 
at  this  welding  station  where 
transformers  for  electric  utilities 
take  shape  {below).  The  result- 
ant costs  in  delays,  lost  sales  and 
lower  earnings  forced  manage- 
ment to  mend  its  ways  last  year. 
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divison  managers.  "We  had  hairy- 
chested,  red-necked  types  dealing 
with  some  of  the  unions,"  says  Mi- 
chael Mullen,  whom  President  Wil- 
liams hired  away  from  Admiral  last 
year  as  McGraw-Edison's  first  cor- 
porate labor  relations  vice  president. 
The  management  at  Canonsburg  has 
been  quietly  changed.  "A  strike,"  sa\  s 
Mullen,  "can  be  purely  economic,  but 
it  is  very  rare.  Ours  was  not." 

So  far  in  1975,  McGraw-Edison 
has  enjoyed  complete  freedom  from 
strikes,  with  impressive  results.  Its 
first-half  earnings  of  $18.7  million,  or 
$1.15  per  share,  exceeded  those  for 
all  of  1974;  for  the  full  year  the  com- 
pany could  well  make  $2.25.  The  big- 
gest gainer  was  the  utility  business: 
Now  at  peace  with  its  workers  and 
with  its  fixed-price  contracts  all  es- 
calated now,  it  made  $12.3  million 
pretax  in  the  first  half,  more  than  in 
any  entire  year  since  1971. 

Of  course,  freedom  from  strikes  can 
also  be  luck,  or  it  can  be  the  result  of 
a  grim-looking  job  market.  As 
Mike  Mullen  cautions,  "Twenty  years 
of  adversary  relationships  are  not  go- 
ing to  change  overnight."  But  some 
of  the  people  on  the  other  side  of  the 
fence  also  seem  to  feel  that  the  funda- 
mental situation  has  changed. 

People  such  as  Harry  Lazorchak, 
veteran  member  of  the  steelworkers' 
union  and  head  of  the  union  grievance 
committee  at  Canonsburg.  Says  Lazor- 
chak: "There  were  definitely  a  lot  of 
troubles  in  the  past,  a  lot  of  emo- 
tions. The  biggest  problem  was  the 
lack  of  communication." 

For  example,  Lazorchak  goes  on. 
"One  time  they  introduced  a  new 
type  radiator,  and  when  they  first  put 
in  tin  new  radiator  line,  they  had  the 
two  lines  working  together.  So  they 
took  welders  from  the  old  line,  taught 
them  the  new  technology  and  moved 
them  to  the  new  line.  But  they  had 
an  incentive  system  in  the  old  line  but 
not  in  the  new  one.  So  the  welders 
transferred  to  the  new  line  got  no  in- 
centive pay,  while  those  on  the  old 
line  continued  to  get  it.  All  hell  broke 
loose. 

"I  don't  think  that  situation  would 
be  handled  the  same  wav  today,"  adds 

Lazorchak.     "I     think     management 

knows   they   blew    it.   Toda\    our   icl.i 
tions  are  good.  Some  ol   the  people  in 
more    responsible    positions    are    mueli 

easier  to  deal  w  ith."  ■ 
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Brain  waves. 
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The  most  sophisticated 
tool  yet  devised  by  elec- 
tronics is  making  waves. 
Brain  waves. 

It's  the  microprocessor. 

Never  before  have  we 
crammed  so  much  thinking 
power  into  so  small  a  space 
. . .  thousands  of  transistors 
within  less  than  a  quarter- 
inch  square. 

It  can  be  programmed  to 
soak  up  a  stream  of  complex 
information,  make  split- 
second  calculations . . .  and 
give  intelligent  orders. 

That's  how  it  works  today 
to  control  machine  tools  or  to 
think  for  desk-top  computers . 

And  how  it'll  work 
tomorrow  to  run  chemical 
processes,  switch  telephone 
systems,  improve  gasoline 
mileage,  save  energy  in 
operating  whole  factories. 

And  it  can  be  mass- 
produced  inexpensively. 

The  microprocessor. 
A  universal  tool  of  the  future. 


Innovating 
in  electronics. 

From  the  beginning. 
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The  Booker  T.  Washington  Monument 

—Tuskegee  Institute,  Alabama 


"An  ounce  of  application 
s  worth  a  ton  of  abstraction" 


BOOKER  T.  WASHINGTON 
American  educator 


At  Continental  Bank  we  believe  that 
getting  to  the  heart  of  a  problem  is  worth  more 

than  just  talking  about  it.  Whatever  your 

particular  requirements,  our  people  can  quickly 

apply  their  knowledge  and  resources 

to  provide  a  solution.  You'll  find  we  go  out  of 

our  way  to  find  a  way  to  help  you. 


CONTINENTAL  BANK 

SUBSIDIARY  OF 

CONTINENTAL  ILLINOIS  CORPORATION 


Paying 

The 

Pipeliner 

Why  should  Los  Angeles 
customers  pay  in  advance 
for  natural  gas  they 
won't  get  until  1980? 
Because  it  is  the 
only  way  they  can 
count  on  having  it. 

Natural  gas  customers  in  Atlantic 
Richfield's  hometown,  Los  Angeles, 
were  howling  last  month  at  the  pros- 
pect of  helping  Arco  finance  its  Alas- 
ka gas  production.  Arco  was  accused 
of  "a  gross  rip-off,"  demanding  "ran- 
som," extracting  "blackmail." 

Pacific  Lighting  Corp.,  on  behalf 
of  its  gas  distribution  subsidiary,  has 
agreed  to  pay  some  $600  million  in 
interest  and  other  charges  involved  in 
Arco's  borrowing  money  to  bring  out 
its  North  Slope  gas.  Southern  Cali- 
fornia Gas  Co.  plans  to  collect  the 
money  from  each  of  its  customers  at 
the  rate  of  up  to  $2.50  a  month  for  the 
next  12  years.  The  gas  won't  be  de- 
livered before  1980,  and  even  then 
the  gas  company  only  has  the  right 
to  negotiate  first  for  60%  of  the  gas  at 
the  then  market  price. 

Pacific  Lighting  felt  it  had  no 
choice.  No  more  popular  in  the  mon- 
ey market  than  any  other  hard- 
pressed  utility,  it  couldn't  raise  the 
money  on  its  own  to  lend  to  Arco. 
Serving  more  natural  gas  customers 
than  anyone  else  in  the  country, 
Southern  California  Gas  was  running 
short  of  product  like  everyone  else 
and  encountering  delays  on  new  proj- 
ects. With  shortages  this  winter  ex- 
pected to  be  30%  worse  than  last  win- 
ter, competition  for  the  precious  re- 
serves was  fierce.  "They  had  us  over  a 
barrel,"  says  a  gas  co;  ipany  executive. 

While  Arco  President  Thornton 
Bradshaw  recuperates  from  coronary 
bypass  surgery,  Financial  Vice  Presi- 
dent Richard  Bressler  is  taking  the 
flack.  It  ranges  from  the  predictable 
consumer-group  protest  rallies  to  calls 
for  boycotting  Arco  at  the  gas  pump 
to  verbal  abuse  from  the  state  public 
utility  commissioners.  The  PUC, 
which  reluctantly  approved  the  deal 
(charging  Arco  with  blackmail)  has 
now  asked  the  Federal  Power  Com- 
mission to  eliminate  advance  pay- 
ment contracts  for  natural  gas.  Arco 
is  warning  that  without  the  advance 
payment,  it  will  simply  hold  on  to  its 
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Where  you  hold  a  meeting 
does  make  a  difference. 


The  Harrison  Conference  Center  of  Glen  Cove,  LI.,  N.Y. 


4 


The  Harrison  Conference  Center  of  Heritage  Village,  Conn. 


The  Harrison  Conference  Center  of  Lake  Bluff,  Chicago, 


Over  95%  ofourclientsreportthatusinga  Harrison  Conference  Center 

increased  the  productivity  of  their  meetings. 

Harrison  Conference  Centers...  we  do  make  a  difference. 


Find  out  how  Harrison  Conference  Centers  provide  more  meeting 
for  your  money. 

Name 


Address 

City 

Firm  


State 


Zip. 


Title 


I  am  interested  in  Harrison  Conference  Cen  er  of 


HARRISON  CONFERENCE     ENTERS 

6  EAST  43rd  STREET 

NEW  YORK,  N.Y.  10017 


gas.  This  slap  hurts  for  a  company 
that  under  Bradshaw  had  spent  mil- 
lions establishing  itself  as  the  oil  com- 
pany whose  social  concerns  transcend 
the  profit  motive— witness  the  cur-  'I 
rent  $7-million  advertising  campaign 
boosting  mass  transit,  even  though 
there's  not  a  penny  in  it  for  Arco. 

The  truth  is  that  Arco  is  getting 
the  blame  for  something  that  is  none 
of  its  doing.  For  more  than  20  years, 
the  Federal  Government  kept  natural 
gas  prices  unnaturally  low,  while  the 
consumerists  cheered.  Now  that  sup- 
plies are  running  low— prematurely 
exhausted  by  the  artificial  price— the 
same  consumerists  object  to  paying 
the  price  to  develop  new  supplies. 

For  Arco,  the  Pacific  Lighting  in- 
terest guarantees  are  necessary  be- 
cause Arco  has  better  things  to  do 
with  its  financial  resources  than  in- 
vest in  the  regulated  natural  gas  in- 
dustry. It  is  committed  to  spending 
$8  billion  in  the  next  five  years,  a 
third  of  it  for  the  North  Slope.  As 
things  now  stand,  Arco's  cash  flow  will 
cover  about  75%  of  the  cost;  the  rest 
will  have  to  be  borrowed.  But  the 
$420  million  it  will  borrow  under 
Pacific  Lighting's  guarantee  will  be 
collateralized  by  the  proceeds  of  fu- 
ture oil  and  gas  revenues  and  so  will 
not  have  to  appear  on  Arco's  balance 
sheet.  (The  balance  of  the  $600  mil- 
lion involved  includes  income  tax 
Pacific  Lighting  must  pay  on  the  mon- 
ey it  collects  from  its  customers. ) 

Nothing  New 

Though  this  is  virtually  the  first 
time  a  distributor  has  agreed  to  pay 
interest  on  a  production  loan,  pipe- 
line companies  have  been  making  in- 
terest-free production  loans  for  years 
under  the  Federal  Power  Commis- 
sion's 499  program.  The  consumer 
ultimately  paid  for  the  loans  the  pipe- 
line companies  made,  but  such  pay- 
ments were  buried  in  the  rate  charged 
the  consumer  by  the  utility  company 
that  bought  the  gas.  Says  Bressler: 
"The  FPC  in  effect  acknowledged 
that  regulation  produced  too  low  a 
profit  to  give  producers  an  incentive 
to  develop  natural  gas.  That's  a  bu- 
reaucratic way  around  price  controls." 

Though  it  may  be  first,  it  won't  be 
the  last  such  arrangement  between  a 
producer  and  a  utility.  Variations  are 
already  being  proposed  in  other 
states,  and  Southern  California  ( ias 
itself  wants  to  finance  at  least  one 
other  project  in  the  same  way. 

Federal  controls  gave  consumers 
natural  gas  at  a  price  so  low  it  didn't 
encourage  further  exploration.  But 
now  the  party  is  over  and  the  I  anil  is 
neither  that  of  Pacific  Lighting  nor 
Arco,  but  two  decades  of  bureau 
cratic  fliniflainmery.    ■ 
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THE 


EUROSTYLE 

l^JSTUDY 


A  system  to  analyse  markets  and  the 
national  and  international  media  that 
reach  them. 

The  Eurostyle  Study  is  a  study  of  an 
important  group  of  consumers.  It  explores 
the  buying  habits  of  airline  users  who  are 
purchasers  of  consumer  goods  and  busi- 
ness services... a  study  that  represents  a 
new  approach  to  Pan-European 
research. .  .that  transcends  national 
boundaries... a  study  that  pinpoints  your 
prime  consumers. 

This  study  successfully  segregates  purchasers 
by  the  amounts  they  purchase  while  sug- 
gesting how  and  where  your  advertising  can 
reach  them.  (The  survey  was  conducted  with 
over  16,000  completed  questionnaires  on  some 
700  airline  flights.) 

These  travellers  represent  a  market  that 
has  long  escaped  definition  by  advertisers  and 


their  agencies  because  it  has  been  so  difficult 
to  isolate. 

But  now  a  universe  of  almost  four  million 
top-level  people  is  disclosed  and  defined— a 
universe  of  men  and  women  with  high  buying 
power  and  business  authority.  Another  vital 
aspect  of  the  study  is  that  it  provides  the 
framework  for  continuous  marketing  research. 
More  than  8,000  respondents  have  agreed  to 
participate  in  the  Eurostyle  Panel— a  sample 
for  future  research  which  will  provide  even 
more  specific  marketing  information  on  any 
given  category  and  also  include  a  facility  for 
monitoring  attitudes. 

How  do  you  reach  these  prime  prospects? 
The  Eurostyle  Study  Report— the  Key  to  the 
System  — will  introduce  you  to  the  comput- 
erised analysis  capability  that  can  assist  in 
planning  your  marketing  strategy. 

For  your  copy,  or  copies,  or  the  Key  to  die 
System,  just  get  in  touch  with  the  local  office  of 
any  of  the  sponsoring  publications. 


Sponsored  by  TIME,   The  Economist,  International  Herald  Tribune  and  Newsweek  International  in  co-operation  with:  Alitalia, 
Austrian  Airlines,  British   Airways,  British  Caledonia,  Iberia,  Lufthansa,   Luxair,   Sabena,   SAS,  TAP,  Thai  International,  UTA. 


New  York  State  Bonds:  Big  Winners  Or  Big  Losers? 


The  New  York  State  bond  market 
is  so  bad  it  is  starting  to  look  good. 

That  seeming  contradiction  ex- 
plains why  several  of  the  sawiest, 
wealthiest  bond  buyers  around  are 
now  pleading  with  their  brokers  to 
find  them  certain  state  issues,  now 
marked  down  to  bargain  prices  but 
with  little  actual  trading. 

Run  your  finger  down  the  table  be- 
low. You  haven't  seen  such  high  yields 
and  low  prices  on  tax-exempt  munici- 
pals since  the  Thirties.  For  example, 
general  obligation  bonds,  backed  by 
the  full  faith  and  credit  of  the  state, 
are  yielding  up  to  12%  and  trading  at 
about  $840  for  each  $1,000  of  face 
value— a  very  low  price. 

The  low  prices,  of  course,  are  a 
consequence  of  New  York  City's  col- 
lapse and  the  state's  valiant,  but  per- 
haps foolhardy,  rescue  attempts.  Alter 
pumping  $250  million  into  the  city  in 
just  over  one  month,  the  state  can  no 
longer  find  anyone  willing  to  buy  its 


new  debt  (except  state  and  municipal 
pension  funds).  Governor  Hugh  Carey 
admits:  "New  York  is  becoming  its 
own  banker." 

Moody's  Investors  Service  was  sim- 
ply reflecting  the  lack  of  confidence  in 
New  York  recentiy  when  it  down- 
graded both  city  bonds  (from  A  to  a 
"speculative"  Ba)  and  state  bonds 
(from  AAto  Al). 

So  why  in  the  world  are  some  of 
the  most  knowledgeable  individual  in- 
vestors nibbling  at  state  bonds?  The 
answer  is  that  the  bonds  look  like 
good  risks  to  people  who  can  afford 
to  take  risks.  The  reasoning  goes  that 
if  the  state  weathers  the  crisis  and 
avoids  default  (with  or  without  fed- 
eral help ) ,  the  bond  prices  will  come 
roaring  back  to  give  investors  huge 
capital  gains. 

There  is,  after  all,  a  big  difference 
in  the  fiscal  pictures  of  the  city  and 
the  state. 

John  Nuveen  &  Co.'s  Siesal  (Bud) 


Canaday,  who  compiled  the  list  here, 
warns  against  buying  any  short-term 
notes,  which  the  state  seems  unable 
to  roll  over.  But  he  sees  rays  of  hope 
in  the  bonds.  For  example,  he  says 
that  general  obligation  bonds  could 
well  pay  off  now  since  Moody's  is  un- 
likely to  lower  the  state's  credit  rating 
Sgain.  He  adds  that  the  Housing  Fi- 
nance Agency  bonds— not  the  HFA 
notes  that  are  near  default— are 
backed  by  "a  big  reserve,"  roughly- 
enough  to  service  debt  for  one  year. 
Also,  he  argues  that  the  Urban  De- 
velopment Corp.,  which  defaulted  last 
year,  now  "looks  good"  because  the 
state  legislature  is  covering  its  deficits. 

Canaday  can  even  envision  state 
bond  prices  going  up  if  the  city  de- 
faults because  "the  state  .  .  .  wouldn't 
have  to  keep  bailing  out  the  city." 

All  the  bondmen  Forbes  inter- 
viewed, however,  emphasized  that 
speculating  in  state  paper  is  only  for 
the  rich  who  can  afford  to  gamble.  ■ 


Coupon 

Maturity 

Recent 
Price 

Current 
Yield 

Moody's 
Rating 

Backed  By 

New  York  State  Dormitory 
Authority  (City  Univ.) 

10% 

7/1/2002 

91 

10.99% 

A1 

State  and  City  appropria- 
tion; Student  fees. 

New  York  State  Dormitory 
Authority  (Bond  Antic.  Notes) 

8.70 

4/15/76 

96 

9.06 

MIG-2 

State  and  City  appropria- 
tion; Student  fees. 

New  York  State  Housing 
Finance  Agency  (Urban  Rental) 

9 

5/1/2004 

82 

10.98 

A1 

Mortgages  of  specified 
projects. 

New  York  State  Housing  Fin. 
Agency  (Bond  Antic.  Notes) 

8.95 

4/15/76 

96  Vi 

9.27 

MIG-2 

Mortgages  of  specified 
projects. 

New  York  State  Power  Authority 

7.875 

1/1/2010 

89 

8.85 

Con.  (A) 

Net  revenues  of  Astoria  6, 
a  Queens,  N.Y.  power  plant 

New  York  State  Power  Authority 

8.125 

1/1/2010 

92 

8.83 

Con.  (A) 

Net  revenues  of  Astoria  6, 
a  Queens,  N.Y.  power  plant. 

New  York  Urban  Development 
Corp. 

9.375 

9/1/99 

75 

12.50 

Ba 

Cash  flow  from 
projects  (still  un- 
completed) and 
State  appropriations. 

New  York  Urban  Development 
Corp. 

7 

5/1/2014 

50 

14.00 

Ba 

New  York  State  Revenue 
Anticipation  Notes 

6.37 

3/1/76 

96 

6.64 

Withdrawn 

Full  faith  and  credit  of 
New  York  State. 

New  York  Atomic  &  Space 
Agency  (Niagara  Mohawk) 

8 

6/1/2004 

80 

10.00 

Baa 

Deposit  of  Niagara  Mohawk 
notes  covering  principal 
and  interest. 

New  York  State  General 
Obligation 

10 

7/15/88 

84 

11.90 

A1 

Full  faith  and  credit  of 
New  York  State. 

New  York  State  General 
Obligation 

5.25 

3/15/96 

74  Vi 

7.04 

Al 

Full  faith  and  credit  of 
New  York  State. 

New  York  State  General 
Obligation 

5.50 

4 '1/2006 

65 

8.46 

Al 

Full  faith  and  credit  of 
New  York  State. 

New  York  City 

7 

2/1/76 

95 

7.37 

Ba 

Full  faith  and  credit 
of  New  York  City. 

New  York  City 

7 

8/1/76 

94 

7.45 

Ba 

Full  faith  and  credit 
of  New  York  City. 

New  York  City  Bond 
Anticipation  Notes 

9.40 

1/12/76 

88 

10.68 

Withdrawn 

Full  faith  and  credit 
of  New  York  City. 

Municipal  Assistance  Corp. 

11 

2/1/83 

97 

11.34 

A 

City  sales  tax;  stock 
transfer  tax. 

Municipal  Assistance 

9.25 

2/1/90 

79 

11.71 

A 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


October  1,  1975 


$150,000,000 


Cities  Service  Company 

9%%  Sinking  Fund  Debentures  Due  2000 


Price  99.50% 

plus  accrued  interest  from  October  1, 1975 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  underwriters, 
including  the  undersigned,  only  in  States  in  which  such  underwriters  are  qualified 
to  act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation 


Kuhn,  Loeb  &  Go. 


Dillon,  Read  &  Go.  Inc.     Goldman,  Sachs  &  Co.     Merrill  Lynch,  Pierce,  Fenner&  Smith    Salomon  Brothers 

Incorporated 


Blyth  Eastman  Dillon  &  Go. 

Incorporated 

Hornblower  &  Weeks-Hemphill,  Noyes 

Incorporated 


Drexel  Burnham  &  Co. 

Incorporated 

E.  F.  Hutton  &  Company  Inc. 


Halsey,  Stuart  &  Go.  Inc. 

Affiliate  of  Bache  &  Co.  Incorporated 

Kidder,  Peabody  &  Go. 

Incorporated 


Lazard  Freres  &  Co.        Lehman  Brothers        Loeb,  Rhoades  &  Co.        Paine,  Webber,  Jackson  &  Curtis 

Incorporated  Incorporated 


Reynolds  Securities  Inc. 


White,Weld&Co. 

Incorporated 


Smith,  Barney  &  Go. 

Incorporated 

DeanWitter&Go. 

Incorporated 


Wertheim  &  Co.,  Inc. 
Warburg  Paribas  Becker  Inc. 


Faces  Behind  the  Figures 


Much  Brighter 

\i  a  difference  even  a  few  short 
months  can  make! 

I  ,ast  winter  there  wasn't  a  flicker 
of  light  ahead  for  President  Andrew 
Hines  Jr.  and  his  St.  Petersburg-based 
Florida  Power  Coip.  Totally  depen- 
dent on  imported  oil,  the  once  pros- 
perous utility  became  a  pauper  over- 
night. Barely  covering  its  interest 
charges,  it  soon  lost  its  double-A  bond 
rating.  Its  stock,  above  50  in  1973, 
was  battered  to  below  11. 

"I  arrived  just  in  time  to  see  the 
bottom  drop  out,"  says  ex-engineer 
Hines,  52,  who  became  chief  execu- 
tive in  1973  only  to  find  he  couldn't 
raise  a  cent  of  new  capital  from  out- 
side sources. 

Vet  last  month  he  was  smiling 
broadly.  He  had  just  sold  a  $28-mil- 
lion  common  stock  issue  priced  at  22. 
In  the  12  months  through  August, 
earnings  had  jumped  from  $2.23  a 
share  to  $4.19,  its  best  showing  ever. 
But  the  best  news  was  that  the  util- 
ity's customers  were  swarming  in  to 
invest  in  Florida  Power  notes. 

With  their  August  bills,  customers 


got  a  letter  from  Hines  asking  them 
to  buy  two-  or  five-year  Florida  Power 
unsecured  notes  at  a  maximum  9.1% 
rate— much  less  than  it  would  have 
to  pay  in  the  regular  money  market. 
Such  is  the  response  that  Hines  reck- 
ons he  will  raise  $50  million. 

From  whence  came  the 
turnaround?  "We  cut  every- 
thing to  the  dickens,"  says 
Hines,  who  among  other 
things  mothballed  a  90%- 
complete  nuclear  plant  and 
a  515-megawatt  steam  unit. 
Then  he  got  a  one-shot,  17- 
cent-a-share  capital  gain  by 
selling  surplus  uranium  fuel 
and  getting  municipalities  to 
buy  a  10%  interest  in  his  un- 
finished nuclear  plant  in  re- 
turn for  a  guaranteed  output.  With 
his  capital  budget  pared  35%,  to  $149 
million,  and  his  payroll  down  500, 
Hines  appealed  to  Florida's  utility  reg- 
ulators. They  gave  a  $52.4-million  rate 
increase  starting  last  February. 

How  much  will  earnings  grow  in 
the  next  12  months?  "No  tree  grows 
to  the  sky,"  replies  Hines.  While  he 
expects  some  growth,  he  isn't  expand- 


Hines  of  Florida  Power 

ing  his  1976  capital  budget  at  all,  and 
will  spend  only  enough  to  complete 
his  nuclear  plant  and  do  some  essential 
maintenance  work. 

"We  are  still  biting  on  the  bullet," 
he  says,  noting  the  tooth-marked  20- 
millimeter  shell  he  keeps  on  his  desk. 
It's  his  reminder  that  the  recession 
isn't  over— just  a  bit  weaker.  ■ 


Some  Farm  Boy! 

Wallace  Rasmussen  is  nervous.  Un- 
derstandably so. 

"I'll  never  remember  this  day,"  he 
tells  an  audience  of  Wall  Street  money 
men,  mixing  words  and  meaning.  But 
then,  how  many  Nebraska  farm  boys 
who  walked  barefoot  to  school  get  to 
run   a   $4.2-billion    (sales)    company? 

Stocky  but  fresh-faced  at  61,  Ras- 
mussen had  just  been  named  Beatrice 
Food's  next  president  and  chief  execu- 
tive. He  takes  charge  next  June  when 
present  Chairman  William  Karnes  and 
President  Don  Grantham  both  re- 
tire. Designated  chairman  and  No. 
Two  man  is  lawyer  William  Mitchell, 
44,  responsible  for  many  of  Beatrice's 
recent  acquisitions. 

Even  for  a  homespun  company  like 
Beatrice,  Rasmussen  is  quite  a  throw- 
back. At  16  he  left  the  family  farm. 
'Not  enough  to  eat.  All  the  horses  had 
died,"  he  says,  the  pain  of  it  still  re- 
membered. That  was  1930.  Dustbowl 
days.  Heading  for  the  West  Coast, 
Rasmussen  delivered  handbills  at  10 
cents  a  thousand,  worked  as  a  Mojave 
Desert  ranch  hand  d  tv?n  drifted 
eastward  until  he  larded  a  hotter. - 
rung  job  in  a  Beatrice  dairy  in  1934. 
Even  then  his  rise  was  more  laborious 
than  spectacular,  with  a  long  line  of 


mundane  engineering  jobs  before  he 
switched  to  sales  and  management. 

But  make  no  mistake.  Rasmussen  is 
no  dull  hayseed.  In  a  company  that 
prides  itself  on  fast  growth— sales  up 
fivefold  since  1965— Rasmussen  is 
known  for  his  competitiveness.  His 
record  for  winning  district  managers' 
cups  (a  key  Beatrice  award)  still 
stands,  and  for  a  while  Beatrice,  a  gen- 
erous payer,  actually  froze  his  com- 
missions—he was  making  more  than 
his  bosses. 

"I  hope  I  don't  fall  off  this  moun- 
tain," says  Rasmussen,  who  admits  he 
is  happiest  on  horseback  8,500  feet 
up  in  the  Montana  wilderness,  a 
cocked  gun  under  his  arm.  Is  he  over- 
awed by  Beatrice,  which  today  mar- 
kets 8,000  dairy  and  food  products, 
runs  a  $l-billion  business  abroad  and 
—thanks  to  its  acquisitions  binge— is 
deep  into  leisure  goods  (Samsonite 
luggage,  Airstream  travel  trailers), 
agriproducts  and  insurance? 

"It's  a  simple  company  to  manage," 
retorts  Rasmussen,  who  believes  suc- 
cess lies  in  giving  autonomy  and  big 
rewards  to  his  382  profit-center  man- 
agers. "You  can't  wind  up  each  man- 
ager every  morning.  He  has  to  do  it 
himself." 

And  ahead?  More  growth,  more 
acquisitions,     says     Rasmussen.     "I'm 


dedicated  to  outshining  the  last  man- 
agement." Quite  a  task.  For  23  years 
in  a  row  Beatrice  has  raised  sales  and 
earnings,  and  in  fiscal  1976  should 
make  $1.80  a  share  vs.  1975's  $1.71. 
But  Rasmussen  has  at  least  two  things 
going  for  him.  Beatrice  is  aggressive, 
and  its  balance  sheet  is  in  apple- 
pie  order.  In  fact,  its  bonds  recent- 
ly were  moved  up  to  triple-A  rat- 
ing. Few  other  CEOs  start  off  so 
well  positioned.   ■ 

Rasmussen  of  Beatrice  Foods 
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A: 


ENS 


As  an  investor, 
can  you  identify  the 
Dallas-based  company 
conducting  these 
energy  related  operations? 

1 .  An  international  well  servicing  company  that  deals  primarily  with 
completion,  maintenance,  and  restoration  of  production  in  oil  and  gas 
wells  around  the  world? 

2i .  A  chemical  and  chemical  products  company  manufacturing  and 
marketing  fertilizer  and  plastic  pipe? 

u  .  A  major  gas  utility  serving  over  one  million  residential,  commercial, 
industrial,  and  power  generation  customers  in  Texas  and  Oklahoma? 

T" .  An  international  energy  exploration  and  development  company  with 
oil,  gas,  natural  gas  liquids,  and  coal  interests  in  such  diverse  areas  as 
Iran,  Canada,  India,  and  the  North  Sea,  as  well  as  the  United  States? 


If  you  answered  Lone  Star  Gas  Company,  you  would  have  been 
right  yesterday.  Starting  today,  please  use  our  new  name, 

ENSERCH  CORPORATION. 

ENS  is  our  new  ticker  symbol  on  the  New  York  Stock  Exchange. 


TO:  Benjamin  A.  Brown 

Vice  President.  Finance  and  Treasurer 
ENSERCH  CORPORATION 
301  S.  Harwood  Street 
Dallas.  Texas  75201 

Please  send  more  information  about 
ENSERCH  CORPORATION 

Name 

Title 


Organization. 

Address 

City 


.State. 


Zip . 


CORPORATION 


Faces  Behind  the  Figures 


Does 

Efficiency  Count? 

I  m  ki  diiu. k  as  it  may  seem,  state  pub- 
Hi  utility  commissions  rarely  if  ever 
ask  how  efficient  a  utility  is  when 
considering  a  rate  increase.  But  pres- 
sured 1>\  public  outrage  over  rising 
rates,  the  National  Association  of  Reg- 
ulator}' Utility  Commissioners  recent- 
K  asked  staff  economist  J.  Edward 
Smith  Jr.  to  look  into  the  matter. 

Last  month  Smith  brought  forth  a 
weighty  381-page  document  that 
ranks  the  nation's  213  state-regulat- 
ed electric  utilities  on  22  performance 
\  ardsticks,  comparing  utilities  of 
equivalent  size.  Fourteen  of  the  vari- 
ables are  local  conditions,  over  which 
the  companies  are  thought  to  have  no 
control.  But  Smith  "flagged"  compa- 
nies that  ranked  in  the  top  or  bottom 
25%  in  the  eight  variables  they  do 
control— areas  like  capacity  utilization 
and  operating  expense  per  kwh  sold 
( excluding  taxes,  cost  of  fuel  and  pur- 
chased power). 

At  the  top  of  the  performance 
sweepstakes    among   the   big    compa- 


nies (those  generating  over  7,000  mil- 
lion kwh  annually)  was  Indiana  & 
Michigan  Electric  Co.  (a  subsidiary 
of  American  Electric  Power ) ,  which 
was  favorably  flagged  in  all  eight  cate- 
gories. Next  came  Houston  Lighting 
&  Power,  Louisiana  Power  &  Light, 
Ohio  Power  and  Oklahoma  Gas  & 
Electric,  all  flagged  seven  times.  Near 
the  bottom  were  New  Jersey's  Public 
Service  Electric  &  Gas,  Pennsylvania 
Electric  and  Kansas  City  Power  & 
Light,  each  flagged  negatively  seven 
times.  New  York's  giant  disaster,  Con- 
solidated Edison,  flagged  eight  times, 
ranked  at  the  very  bottom. 

Interestingly,  of  all  the  electric  util- 
ities at  the  top  of  Forbes'  Profitability 
rankings  in  its  27th  Report  on  Amer- 
ican Industry,  only  one— Houston 
Lighting— was  consistently  flagged  fa- 
vorably. The  others  were  average  or 
worse.  Long  Island  Lighting,  most 
profitable  in  the  Northeast,  was 
flagged  down  six  times  by  Smith. 

Why  the  discrepancy?  "Our  report 
measures  performance,"  says  Smith. 
"There's  nothing  here  about  profit. 
Profit  is  a  function  of  what  the  utility 


Economist  Smith 

commissions  will  let  them  have.  Ef- 
ficiency generally  does  not  come  up 
in  a  rate  decision.  That's  why  we  hope 
the  stock  market  won't  seize  upon 
this  report  to  judge  these  stocks." 

In  other  words,  because  there  is  no 
free  market  in  electricity  generation, 
utilities  that  perform  poorly  can  still 
be  very  profitable  by  convincing  the 
commissions  of  their  "need."  ■ 


Too  Much  Business? 

Business  is  booming  (well,  actually 
busting)  at  the  new  federal  Pension 
Benefit  Guaranty  Corporation.  Of  the 
120,000  private  pension  funds  that 
Executive  Director  Steven  Schanes  is 
supposed  to  insure,  nearly  4,000  are 
closing  up  shop  this  year— more  than 
three  times  the  expected  rate.  Con- 
tributions to  those  plans  have  ceased, 
and  PBGC  will  take  them  over— both 
the  management  of  their  assets  and 
responsibility  for  assuring  workers  cer- 


tain minimum  benefits  in  the  future. 

Not  all  the  4,000  will  be  a  financial 
drain  on  Schanes'  one-year-old  agen- 
cy. Over  half  are  fully  funded  and 
represent  mainly  an  (unexpectedly 
large)  administrative  headache. 

"We  have  a  huge  backlog,"  says 
Schanes,  51,  a  former  U.S.  Tuna  Com- 
missioner fished  out  by  computer  to 
head  PBGC.  "More  cases  are  coming 
every  day  and  staff  is  still  being  hired 
and  trained." 

But  1,500  to  2,000  plans  are  under- 
funded, meaning  assets  are  insufficient 
to  cover  the  present  value  of  their 
future  liabilities.  "Of  those,"  he  says, 
"perhaps  700  are  real  problem  cases 
in  which  we  will  have  really  heavy 
responsibilities.  That  is  much  higher 
than  anticipated." 

The  biggest  to  date  is  Diamond 
Reo  Corp.'s  plan  with  assets  of  about 
$5  million,  liabilities  (at  present  val- 
ue) of  about  $21  million  and,  there- 
fore, unfunded  liability  of  $16  million. 

Schanes  of  PBGC 


PBGC  will  eventually  have  to  fill  most 
of  that  $16-million  gap  out  of  pre- 
miums it  levies  on  all  member  plans 
(currently  between  50  cents  and  $1 
per  enrolled  employee,  and  totaling 
$35  million  this  year). 

If  premiums  are  insufficient,  PBGC 
can  attach  up  to  30%  of  the  employer's 
net  worth.  "But,"  adds  Schanes,  a 
former  political  science  professor  and 
head  of  New  Jersey's  Division  of  Pen- 
sions, "our  task  is  not  to  put  businesses 
out  of  business." 

Instead  of  quietly  building  reserves 
this  year,  the  corporation  must  absorb 
a  flood  of  recession-induced  termina- 
tions. And  if  stagflation  continues? 
"The  corporation  is  to  be  sell-sup- 
porting," Schanes  answers,  "so  we 
may  have  to  go  back  and  revise  our 
rates."  But  that  would  increase  the  fi- 
nancial strain  on  PBGC's  member 
plans  and  lead  to   more   terminations. 

"Obviously,"  says  Schanes,  "we 
can't  suddenly  say,  'Hey  fellas,  we 
guessed  wrong.  Everybody  COUgh  up 
three  times  last  year's  premiums.'  But 
there  are  some  countervailing  Forces 
here.  Stricter  funding  standards  in  the 
1974  Penion  Reform  Act  should  even 
tually  close  the  gap  between  plan  lia 

bilities  and   assets.   Or  suppose  we  en 

ter  an  era  of  good  times?" 

But  suppose  we  don't?  Alter  all. 
that's  what  insurance  is  lor.    ■ 
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Air.  We  compress  it,  clean  it,  dry  it, 
chill  it,  move  it  and  power  with  it. 


Ingersoll-Rand  is  doing 
more  with  air  than  nature 
ever  intended. 

Most  important,  we  turn 
air  into  a  dependable  source 
of  power  to  help  customers 
in  mining,  construction, 
manufacturing,  industrial 
processing  —  almost  every- 
where that  work  is  being 
done,  products  made,  re- 
sources developed.  In  fact, 
air  has  become  the  second 
most  widely  used  industrial 
power  source  in  the  world. 

Our  knowledge  of  air  — 
and  other  basics  like  water, 
earth,  oil  and  coal  —  is  one 
reason  why  Ingersoll-Rand 
has  become  one  of  the 
world's  leading  producers  of 
essential  machinery  and 
equipment.  And  why  we 
have  over  $1.4  billion  in 
annual  sales  and  customers 
in  more  than  100  countries. 

For  more  information, 
write  I-R,  Dept.  A-624, 
Woodcliff  Lake,  N.J.  07675. 
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Ingersoll-Rand 

Involved  in  basics. 


The  World  of  Fruehauf. 
Now  helping  finance  a  total 
world  of  transportation. 

As  a  leader  in  the  transportation  industry, 
we  also  keep  American  goods  on  the  move 
through  the  wheels  of  finance. 

In  addition  to  helping  lease  Fruehauf  and 
Hobbs  trailers,  our  Fruehauf  Finance 
Company  now  finances  every  product  we 
make  — and  that  includes  almost  everything 
imaginable  in  transportation-related 
equipment:  things  like  ship  conversion  and 
construction,  cranes,  containers,  parts  and 


service,  and  even  truck  equipment. 

They  lend  help  as  well  as  money  — 
counseling  customers  in  making  decisions 
on  leasing  or  buying.  They  also  assist 
customers  in  mergers  and  acquisitions 
and  arrange  financing  for  terminals  and 
other  capital  expenditures. 

Yet,  as  wide-ranging  as  this  total 
financing  is,  it's  just  part  of  the  total 
world  of  Fruehauf  Corporation.  For  a  more 
comprehensive  look,  write  for  our  World 
of  Transportation  book: 
Fruehauf  Corporation,  Dept. 
FO-105,  10900  Harper 
Avenue,  Detroit,  MI.  48232. 


\-^ 


Faces  Behind  the  Figures 


IBM  Outfoxed 

Talk  about  chutzpah— would  you 
believe  an  apparel  manufacturer  who 
thinks  he  can  compete  with  IBM 
in  business  machines? 

Well,  that's  precisely  what  Atlanta's 
Oxford  Industries  is  doing  with  its 
Lanier  line  of  dictating  machines. 
What's  more,  Sartain  Lanier,  Ox- 
ford's slender  66-year-old  chairman, 
claims  to  be  beating  the  pants 
off  International  Business  Machines, 
which  initially  grabbed  nearly  half 
of  the  dictating  machine  market  when 
it  entered  the  field  in  the  mid-Fifties. 

"We  estimate  they've  dropped  to 
about  15%,"  says  Lanier— a  figure  with 
which  others  in  the  field  agree,  give 
or  take  a  few  percentage  points.  "But 
we've  grown  from  less  than  10%  to 
around  30%  of  the  domestic  market  in 
the  past  five  years,"  he  goes  on. 
"Right  now  we're  the  leaders." 

Dictaphone  and  Norelco  might  dis- 
pute that,  but  no  one  will  deny  that 
Oxford  is  an  aggressive,  highly  prof- 
itable competitor  in  the  basically  stat- 
ic dictating  machine  market.  Busi- 
ness   products    accounted   for   24%   of 


Lanier  of  Oxford  Industries 

Oxford's  $261 -million  sales  for  the  fis- 
cal year  ended  in  May,  but  62%  of 
its  $8.2-million  earnings.  In  contrast, 
Oxford's  far  bigger  apparel  business 
—the  Cos  Cob  and  Wright  men's  and 
women's  sportswear  labels  and  pri- 
vate labels  for  customers  like  Sears, 
Roebuck  and  J.C.  Penney— has  only 
one-fifth  the  margins.  But,  of  course, 


in  a  miserable  apparel  year  when  ma- 
jor retailers  like  W.T.  Grant  are  going 
into  Chapter  11,  just  staying  in  the 
black  in  apparel  is  no  mean  achieve- 
ment for  Oxford. 

What  caused  Lanier  to  get  into  dic- 
tating machines?  Actually,  he  and  his 
two  brothers  started  their  careers  in 
1931  as  distributors  for  the  old 
Ediphone  dictating  machine,  even- 
tually moving  into  the  manufacture 
of  their  own  products.  When  war- 
time restrictions  limited  their  supply 
of  steel,  they  took  $150,000  and  di- 
versified into  sportswear. 

A  predictable  result  of  Oxford's  con- 
fusing product  mix  is  that  its  shares 
sell  at  only  4.5  times  earnings  and  less 
than  half  of  book  value— a  poor  show- 
ing for  an  outfit  that  can  outfox  IBM. 
But  Lanier,  who  is  from  an  old  Georgia 
family  that  includes  both  19th-cen- 
tury poet  Sidney  Lanier  and  current 
West  Point-Pepperell  President  Joseph 
Lanier  Jr.,  is  appropriately  philosophi- 
cal about  that  P/E  ratio. 

"It's  disgusting,"  says  Sartain  La- 
nier, whose  family  owns  35%  of  Ox- 
ford's common,  "but  it'll  sure  save  me 
a  lot  of  monev  in  estate  taxes!"   ■ 


U.S.  Recycler, 
German  Style 

"I  don't  think  you  can  necessarily 
come  here  and  just  do  the  things  that 
made  you  successful  in  Germany," 
says  Hansjoerg  Schudel  (rhymes  with 
boodle),  the  bright,  brisk  38-year-old 
head  of  New  York's  Stinnes  Corp. 
Stinnes  Corp.  is  the  U.S.  arm  of  Ger- 
many's $3.5-billion  Hugo  Stinnes 
A.G.,  itself  a  subsidiary  of  Veba  A.G., 
Germany's  largest  public  company.  ' 

"For  example,"  Schudel  goes  on, 
"we  are  the  biggest  fuel  distributors 
in  Germany,  but  we  couldn't  do  the 
same  thing  here.  You  have  to  take 
the  basic  knowhow,  which  for  us  is 
buying  or  Selling  or  maybe  organizing, 
and  look  for  opportunities  to  apply  it." 

Having  multiplied  Stinnes'  sales 
tenfold  (to  $250  million)  in  only  six 
years,  Schudel  has  obviously  found 
opportunities  here.  As  a  trading  com- 
pany, Stinnes  Corp.  is  in  coal,  oil, 
chemicals  and  steel.  But  several  ac- 
quisitions and  new  ventures  have 
broadened  its  nontrading  activities  be- 
yond making  bushings,  punches  and 
dies  into  a  broad  array  of  industrial 
services— from  freight  brokerage  to 
data  processing  systems.  "In  services, 
our  efforts  are  directed  mainly  toward 
recycling,"  says  Schudel,  "not  paper, 


glass  or  aluminum,  but  recycling 
goods  of  higher  economic  value,  such 
as  locomotives  or  machine  tools  or 
large  industrial  machines." 

For  example,  its  Precision  National 
subsidiary  rebuilds  and  reconditions 
diesel  locomotives  and  components, 
-then  sells  or  leases  them  to  U.S.  rail- 
roads. Its  Goldberg-Emerman  sub- 
sidiary scours  the  world  for  old  in- 
dustrial machinery,  brings  it  back  to 
the  U.S.  for  rebuilding  or  modifica- 
tion, then  resells  it  here  or  abroad. 
All  this  has  made  Stinnes  Corp.  one 
of  the  most  profitable  units  in  the 
Stinnes  group. 

A  Swiss  by  birth,  Schudel  came  to 
Stinnes  and  New  York  because  he 
wanted  to  work  in  Brazil.  When  the 
drug  company  that  transferred  him 
from  Rio  to  New  York  wanted  to 
transfer  him  again  to  Europe,  he 
opted  for  New  York  and  Stinnes. 

Schudel's  newest  industrial  service 
is  a  consulting  group  to  help  medium- 
sized  European  companies  break  in- 
to the  U.S.  market.  "Large  companies 
know  how  to  do  this,  but  a  lot  of 
smaller  companies  get  a  bit  scared. 
We  show  them  how  to  start  out  here 
—how  to  buy  an  organization  or  start 
from  scratch.  After  only  three  months, 
we  already  have  four  customers. 
When  you  buy  a  company  here,  the 


important  work  takes  place  before  you 
make  the  deal,  because  after,  par- 
ticularly when  you  pay  cash,  you  will 
pay  dearly  for  anything  you  have 
overlooked."   ■ 

Schudel  of  Stinnes 
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Faces  Behind  the  Figures 


Rocky  Road 

Investors  rushed  aboard  in  1968 
after  Arthur  Rock  and  some  friends 
bought  a  20%  interest  in  Benrus  Corp. 
The  San  Francisco  venture  capitalist 
had  struck  it  rich  backing  Teledyne  s 
Henry  Singleton  and  Scientific  Data 
Systems'  Max  Palevsky.  At  Benrus  he 
was  putting  his  chips  on  Victor  Kiam 
II,  a  Harvard  Business  School  chum 
fresh  from  co-starring  in  the  Playtex 
girdle  success.  Benrus  common  soared 
In  60,  thrice  what  Rock  paid. 

Kiam  proved  a  good  bet;  the  com- 
pany didn't.  With  a  mountain  of  debt 
and  crumbling  watch  sales,  it  spent 
the  next  four  years  in  the  red.  Last 
year  earnings  (before  tax  gains)  were 
still  under  $1  million,  58  cents  a  share. 
Had  Kiam  not  quickly  acquired  a 
small  jewelry  company  and  employed 
his  pitchman's  persuasion  to  keep 
creditors  at  bay,  Rock  could  have 
kissed  his  money  good-bye  long  ago. 

"The  last  Forbes  guy  I  talked  to, 
about  three  or  four  years  ago,  took 
one  look  and  advised  me  to  bail  out," 
laughs  Kiam. 


Kiam  of  Benrus 

Kiam  can  smile  now.  After  seven 
lean  years  he  has  saved  Benrus. 
Thanks  to  a  large  new  plant  making 
watch  cases  for  many  of  his  competi- 
tors, plus  early  profits  in  the  emerging 
digital  watch  market,  Benrus'  1975 
earnings  should  hit  $3  million  or  so  on 
sales  of  $44  million.  "For  the  first  time 
since  we  got  into  Benrus,  Arthur 
called  me  up  recently  to  offer  con- 
gratulations," says  Kiam. 


Kiam's  work  is  far  from  done,  how- 
ever, for  his  backers  are  still  deep  in 
the  hole.  Their  shares  have  not  gone 
above  6/2  in  nearly  three  years. 

Kiam,  fit  enough  at  48  to  rank 
among  the  country's  top  senior  tennis 
players,  thinks  digital  watches  can 
turn  the  trick.  The  market  is  still  in 
flux.  Relying  on  department  store  dis- 
tribution plus  heavy  TV  promotion  in 
selected  cities,  Benrus  has  perhaps  an 
8%  share  in  the  early  going.  But 
Kiam's  capital  resources  are  limited, 
and  numerous  joint-venture  talks  with 
better-heeled  partners  have  yet  to 
materialize.  Then  too,  there  is  the  ques- 
tion of  whether  the  bulky,  expensive 
($60  to  $125)  digitals  will  prove  to 
be  just  another  novelty.  And  will  the 
market  become  a  bloodbath  like  hand- 
held calculators?  Some  of  the  same 
companies  involved  in  calculators, 
notably  Texas  Instruments  and  Na- 
tional Semiconductor,  have  gotten  in. 

"Sure,  we're  living  by  the  skin  of 
our  behinds  in  digitals,"  admits  Kiam, 
"but  by  now  we're  pretty  used  to  liv- 
ing that  way."  Better  than  not  to  be 
alive  at  all.   ■ 


Champagne 

Superman 

Schramsberg,  America's  finest  cham- 
pagne—the wine  President  Nixon 
served  to  Chou  En-lai  on  his  historic 
trip  to  China— is  made  by  a  52-year- 
old  former  furniture-maker  whose  for- 
mal winemaking  education  consists  of 
a  handful  of  night  school  classes. 

Jack  Davies  is  one  of  those  rare  per- 
sons who  gambled  everything  at  mid- 
life to  do  what  he  really  wanted  to 
do.  Davies,  who  resembles  a  graying 
Clark  Kent,  transformed  himself  in  ten 
years  from  a  mild-mannered  acquisi- 
tions and  marketing  man  into  the 
Superman  of  domestic  champagne 
( and  a  paper  millionaire ) . 

Why  champagne?  "You  could  say 
I  was  an  avid  consumer.  And  I  like 
to  make  things,"  says  Davies,  sipping 
his  handiwork  in  his  old,  cavernous 
Napa  Valley,  Calif,  home.  But  before 
he  gambled  his  $40,000  life  savings, 
the  Harvard-educated  MBA  and  for- 
mer marketing  man  for  McKinsey, 
Fibreboard  Corp.  and  DuCommun, 
satisfied  himself  there  was  room  for  a 
truly  fine  domestic  champagne.  Then 
all  he  had  to  do  was  make  one. 

Beginning  with  his  $40,000  and  his 
partners'  $40,000-"hardly  enough  to 
cover  arithmetic  errors"— he  bought 
the    dormant    100-year-old    Schrams- 


berg Cellars  and  then  devoted  three 
years  to  produce  his  first  250  market- 
able cases  of  champagne. 

Then  came  the  easy  part— selling  it. 
The  legendary  Sam  Aaron  took  one  sip 
and  bought  Schramsberg  for  his  huge 
Sherry-Lehmann  wine  shop  in  New 
York.  Trader  Vic's  wine  buyer  wrote 
".  .  .  We'll  take  it." 

Davies  was  selling  all  his  annual 
production  at  $7  and  $10  a  bottle 
long  before  Nixon's  China  trip  intro- 
duced the  Schramsberg  name  to  the 
public  at  large.  Davies  is  now  produc- 
ing 9,000  cases  a  year.  But  since  his 
inventory  needs  aging,  he  is  still  only 
selling  4,000  cases  a  year  for  around 
$400,000. 

At  least  a  dozen  companies,  includ- 
ing PepsiCo  and  the  famous  French 
champagne  maker  Moet  et  Chandon, 
have  approached  Davies  to  buy  his 
52%.  Davies  could  have  demanded 
$1  million  after  taxes.  But  instead  he 
told  them  all:  "I'm  doing  what  I  want 
to  now."  Beyond  that,  he  is  not  at 
all  impressed  with  many  of  the  cor- 
porate newcomers  who  have  flocked 
into  the  wine  game  recently. 

He  says:  "When  you  sec  big  com 
panies  [like  Pillsbury,  though  he 
didn't  mention  names]  enter  the  mar- 
ket one  year  and  then  decide  to  pull 
out  the  next,  you  know  they  didn't 
do  their  homework.  Building  the  kind 


of  multimillion-dollar  operations  the 
big  corporations  want  takes  lots  of 
capital— and  patience."  In  other  words, 
corporate  blunderers  pay  for  their 
hasty  decisions  at  their  leisure.  ■ 

Davies  of  Schramsberg 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 


6,000,000  Shares 

Philadelphia  Electric  Company 

Common  Stock 

(without  par  value) 


The  Company  is  offering  6,000,000  shares  of  Common  Stock  to  shareholders  of  record  at  the  close  of  busi- 
ness on  September  17,  1975.  The  offering  consists  of  3,854,383  shares  which  are  being  offered  pursuant 
to  a  Basic  Subscription  Privilege  in  the  ratio  of  one  share  for  each  15  shares  held  and  2,145,617  shares 
which  are  being  offered  pursuant  to  a  non-transferable  Supplemental  Subscription  Privilege,  all  as  more 
fully  set  forth  in  the  Prospectus.  The  Subscription  Offer  will  expire  at  5:00  P.M.,  E.D.S.T.,  October  8,  1975. 


Subscription  Price  $12.25  a  Share 


The  several  Underwriters  have  agreed,  subject  to  certain  conditions,  to  purchase 
such  of  the  3,854,383  shares  of  Common  Stock  offered  pursuant  to  the  Basic  Sub- 
scription Privilege  as  are  not  subscribed  for  and,  both  during  and  after  the  sub- 
scription period,  may  offer  shares  of  Common  Stock  as  set  forth  in  the  Prospectus. 


Copies  of  the  Prospectus  are  obtainable  in  any  State  from  only  such  of  the  under- 
signed and  such  other  dealers  as  may  lawfully  offer  these  securities  in  such  State. 


Drexel  Burnham  &  Co. 

INCORPORATED 


The  First  Boston  Corporation 


Blyth  Eastman  Dillon  &  Co.         Dillon,  Read  &  Co.  Inc.         Halsey,  Stuart  &  Co.  Inc. 

INCORPORATED  AFFILIATE  OF  BACHE  &  CO.  "INCORPORATED 

Horriblower  &  Weeks-Hemphill,  Noyes  E.  F.  Hutton  &  Company  Inc. 

INCORPORATED 

Kidder,  Peabody  &  Co.  Kuhn,  Loeb  &  Co.  Lazard  Freres  &  Co. 

INCORPORATED 

Lehman  Brothers       Loeb,  Rhoades  &  Co.       Merrill  Lynch,  Pierce,  Fenner  &  Smith 

INCORPORATED  INCORPORATED 

Paine,  Webber,  Jackson  &  Curtis 

INCORPORATED 

Salomon  Brothers  Smith,  Barney  &  Co. 

INCORPORATED 

Wertheim  &  Co.,  Inc.  White,  Weld  &  Co.  Shearson  Hayden  Stone  Inc. 

INCORPORATED 

September  18, 1975 


Reynolds  Securities  Inc. 
Warburg  Paribas  Becker  Inc. 


The  new  Dennyfc,  Inc. 
a  leader  in  the  food  service  industry. 

A  lot  has  happened  in  the  past  five  years. 


Two  recession  resistant  concepts 

Denny's  Restaurants  and  Winchell's  Donut  Houses  have  proved  themselves  during  the  recent  recession 

Growing  efficiency  in  operations 

Revenues  per  unit,  profit  per  unit,  and  profit  per  employee  continue  to  improve 

Total  dedication  to  quality  and  service 

Denny's.  Inc.  spends  millions  each  year  on  employee  training,  unit  supervision,  research,  and  quality  control 

Controlled,  profitable  expansion 

Denny's,  Inc.  builds  carefully,  deliberately,  according  to  demanding  criteria 

No  more  franchising 

Total  focus  is  on  operations;  company  owned  units  maximize  ci 

Growing  with  suburban  America 

Most  units  are  located  near  shopping  centers  and  growing  suburbs,  with  access  to  major  highways 

Opening  new  international  markets 

Now  in  Mexico.  Canada,  and  Japan,  with  more  planned 

Generating  more  funds  for  growth 

Cash  flow  has  more  than  doubled  in  the  past  five  years,  greatly  reducing  need  for  costly  external  financing 

Broad  customer  base 

Convenient  locations,  moderate  prices,  and  varied  menus  appeal  to  mass  markets 

24  hour  operations  increase  profits 

Maximum  utilization  of  assets  results  from  around  the  clock  operations 


Total  focus  is  on  operations;  company  owned  units  maximize  control  and  improve  quality  of  earnings 


Five  years  of  growth  i*-  *,«  Ju„„ 

1975                    1974                    1973                    1972                    1971 

Revenues 

S283.381.0O0 

$221,773,000 

$171,567,000 

$142,517,000 

$93,739,000 

Income  before  taxes 

S  21.950.000 

$  15,970.000 

$  10,723.000 

$    7,000,000 

S  5.565,000 

Net  Income 

$  11.100.000 

$     8.340.000 

S     5.553,000 

$    3.830.000 

$  2.945.000 

Income  belore  Uxes  as 
a  percent  of  revenues 

7  7'. 

72'. 

6.3% 

4.9% 

5.9% 

Net  income  per  common 
and  common  equivalent 
share 

$149 

$1  12 

$  .75 

$  .52 

S  .40 

Dividends  per  common  share 

20  cents 

12  cents 

6  cents 

4  cents 

4  cents 

Shareholders'  equity 

S  56.3S2.000 

S  46.868.000 

S  39.695.000 

S  34391.000 

$31,146,000 

Return  on  beginning  of  year 
shareholders'  equity 

23  7*. 

21  0% 

16.1% 

12.3% 

10.6% 

Number  of  units 

1100 

997 

901 

811 

739 

Current  annual  rale  is  32  cents 

1975  Annual  Report 

For  a  copy  ol  our  1975  Annual  Report  (Year  Ended  June  27,  1975)  please  write  lo 
Verne  H.  Winched.  President.  Denny's,  Inc .  P.O.  Box  1117.  La  Mirada.  California  90637 

Working  for  our  customers,  our 
shareholders,  and  the  community 
24  hours  a  day  every  day  of  the  year. 


Denny's,  Inc. 


482  Denny's  Restaurants/618  Winchell's  Donut  Houses 

llOO  Units  and 25,000 employees  in  34  States, Mexico,Canada,and  Japan 


Denny's,  Inc  is  listed  on  the  New  York  Stock  Exchange  and  the  Pacific  Slock  Exchange 


Member  NalKinil  Ruljuranl  «.\vnci«lmn 


WILL"COMPARE« 


OF  TIMING? 


In  the  market,  it's  not  just  what  you  buy  or 
sell:  It's  knowing  when  to  do  it.  And  when  to  sit  tight. 

In  fact,  a  sense  of  timing  may  be  one  of  the 
most  important  assets  for  an  investor  in  today's  market. 

Dean  Witter  has  spent  over  10  years  and 
$2.5  million  developing  an  exclusive  timing  tool  we  cal 
COMPARE  (COMPuter  Assistance  to  REsearch). 

COMPARE  is  a  computer  system  that 
stores  several  years'  worth  of  statistics  on  more  than 
3200  stocks,  as  well  as  100-plus  industry  and  market 
indices.  Each  week  the  computer  issues  fresh  data  on 
each  industry  and  each  stock. 

These  reports  help  pinpoint  areas  of 
strength  and  weakness.  In  particular,  they  help  detect 


the  first  sign  of  changes  in  direction  or  momentum. 
At  the  same  time,  they  can  give  you  and  your  Account 
Executive  some  sophisticated  insights  into  current 
market  behavior,  to  help  you  decide  whether  to  buy, 
sell,  or  hold  a  given  security. 

The  chart  shows  some  of  the  projections 
that  were  being  published  for  the  benefit  of  Dean  Witter 
Account  Executives  as  the  market  moved  through  its 
bottom  last  October. 

For  a  free  folder  describing  COMPARE  in 
greater  detail,  just  mail  the  coupon.  Or  call  any  Dean 
Witter  office. 

There's  no  better  time  than  right  now  to 
start  working  on  your  timing. 


800 


675- 


Dow  Jones  Industrial  Averages 


550  J- 


©  ".  .  .  market  will  probably  head 
lower  (but)  Portfolio  Managers  who 
must  accumulate  large  positions 
should  ...  be  doing  so'.'  The  Strategist 
No.  64,  August  20. 
(2)  Bottoming  process  is  continuing 
.  .  -The Strategist  No.  65, 
September  1 3. 


Q)  "WHO  RANG  THE  BELL?" 
". . .  the  end  of  the  bear . . .  it's  time  to 
do  some  buying"  The  Strategist  No. 
66,  October  10. 

0  "THE  BABY  BULL"  "We  will 
probably  watch  our  baby  bull 
stumble  .  .  .  whilethe  bear  continues 
to  fight  in  its  death  throes'.'  The 
Strategist  No.  69,  January  3. 


This  chart  shows  some  of  the  projections  that  were  being  published  for  the 
benefit  of  Dean  Witter  Account  Executives  as  the  market  moved  through 
its  bottom  last  October.  (The  Strategist  is  a  letter  published  for  internal  use 
only  in  conjunction  with  weekly  COMPARE  reports.) 
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ThomasW  Witter,  Executive  Vice  President  ' 

Dean  Witter  &  Co.  Incorporated  ■ 

45  Montgomery  Street,  San  Francisco,  CA  94104 


Please  send  me  your  free  booklet  describing 
COMPARE. 

Name 


Address. 
City 
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Stock  Comments 


Changing  Tastes 

By  Heinz  H.  Biel 


Recently  Genera]  Motors  and  Xerox 
have  been  selling  at  almost  the  same 
price;  the  former  on  its  way  to  a  two- 
year  high,  the  latter  close  to  its  low- 
est price  in  many  a  year.  Nothing 
could  picture  the  dramatic  change  in 
investment  preferences  of  the  pro- 
fessional money  managers  more  clear- 
ly than  this  price  convergence  of  two 
stocks  as  different  as  GM  and  Xerox. 

Ever  since  the  investment  scene  be- 
came dominated  by  banks  and  other 
professionals— i.e.,  by  those  who  han- 
dle other  people's  money  rather  than 
their  own— Xerox  has  been  one  of 
their  most  prominent  favorites.  It  was 
the  growth  stock  par  excellence,  and 
as  such  it  commanded  an  earnings 
multiple  that  made  other  investors 
dizzy.  It  was  the  classic  "one-decision 
stock,"  and  eventually  there  wasn't  a 
pension  fund  or  trust  account  that 
didn't  have  a  hunk  of  it. 

Then,  beginning  in  early  1973, 
came  the  great  disenchantment,  not 
only  with  Xerox  but  with  almost  all 
the  other  stocks  which  had  been  ad- 
mitted to  the  select  circle  of  the  super- 
blue  chips.  While  the  fall  from  grace 
was  predictable  and  predicted,  the 
institutional  investors  had  given  little 
thought  to  the  all-important  question 
of  to  whom  to  sell  this  overpriced 
merchandise— the  Avons,  Honeywells 
and  Polaroids,  to  mention  just  a  few. 
The  amounts  involved  were  huge,  and 
once  the  banks  stopped  buying  these 
stocks,  no  one  else  was  willing  to  pay 
such  exorbitant  prices.  And  so  the 
bottom  dropped  out. 

As  happens  so  often  in  corporate 
life,  many  of  these  admittedly  very 
fine  companies  began  to  experience 
problems  of  their  own.  This  inevitably 
accentuated  the  urge  to  sell  the 
shares.  In  the  case  of  Xerox,  it  was 
the  debacle  with  its  relatively  small, 
but  money-  and  managerial-time-con- 
suming venture  into  the  computer 
business,  plus  growing  competition  in 
its  main  bailiwick,  the  copiers. 

Now  we  have  this  strange  phe- 
nomenon, unthinkable  just  a  couple  of 
years  ago,  of  Xerox  actually  selling 
at  a  lower  multiple  of  1975  earnings 
(from  continuing  operations,  exclud- 
ing the  nonrecurring  write-off  of  the 

Mr.    Biel   is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Hoppin,  Watson  Inc. 


computer  division)  than  GM,  which 
most  probably  won't  earn  much  more 
than  last  year's  $3.27  a  share.  Al- 
though the  automobile  industry  hard- 
ly qualifies  as  a  growth  industry  and 
despite  the  rather  uninspiring  out- 
look for  ear  sales,  at  least  as  far  as 
one  can  see  at  present,  GM  has  be- 
come an  institutional  favorite.  The 
stock  "looks  good  on  the  charts,"  and 
the  stock  traders  and  boardroom 
speculators  who  are  properly  tuned 
in  with  the  pros  help  it  along  and 
make  it  a  market  leader. 

The  Bigger  The  Better? 

The  large  institutional  investor, 
who  has  to  think  in  terms  of  tens  of 
millions  of  dollars  rather  than  just  a 
few  hundred  shares,  cannot  invest  in 
small  companies.  He  couldn't  have 
bought  Haloid  before  it  became  Xe- 
rox. This  is  bad  for  small  capital- 
hungry  companies,  whose  potential 
may  be  far  greater  than  that  of  the 
giants,  but  no  one  has  found  an  an- 
swer to  this  problem.  That's  why  the 
big  companies'  stocks  are  command- 
ing   a   premium    in    the    marketplace. 

GM  is  by  far  the  biggest  of  the 
carmakers  and  considered  to  be  the 
only  one  to  have  the  resources  neces- 
sary .to  adjust  to  what  seems  to  be  a 
new  era  in  the  industry.  Ford  max 
dispute  that,  but  Chrysler  no  longer 
can.  This  perference  for  bigness  also 
explains  the  superior  market  perfor- 
mance of  Exxon,  U.S.  Steel,  Interna- 
tional Paper  and  other  colossi,  which 
were  making  new  highs  last  month 
before  the  market  suffered  another 
sinking  spell.  These  are  all  stocks  that 
the  sophisticated  money  managers  of 
yesteryear  had  viewed  with  utter  dis- 
dain. Now  they  seek  the  seeming  se- 
curity of  bigness,  as  it  mere  size  was 
a  guarantee  of  superior  management. 
Penn  Central  and  A&P  are  prime  ex- 
amples of  the  contrary.  Scores  of  oth- 
ers can  be  found  among  the  500  com- 
panies listed  in  Forbes  Annual  Di- 
rectory (May  15).  Big  companies 
like  Singer,  Westinghouse  Electric 
and  Woolworth,  for  instance',  have  not 
exactly  covered  themselves  with  glory 
in  recent  years. 

It  is  also  puzzling  to  see  this  new- 
ly won  affection  for  the  steels,  an  in- 
dustry which    is  both   capital   and   la- 


bor intensive.  While  sales  are  droop- 
ing, its  elevated  price  structure  seems 
to  be  held  up  with  bailing  wire.  It  is 
subject  to  foreign  competition,  which 
may  become  more  acute  as  the  dollar 
goes  up.  Besides,  foreign  producers 
are  suffering  a  worse  recession  than 
we  have.  But,  like  GM,  the  steels  are 
"in,"  and  when  the  pros  with  their 
enormous  buying  power  favor  them, 
rationality  no  longer  prevails. 

Avoid  Stocks 

Some  investors,  especially  public 
and  corporate  pension  funds,  have 
lost  their  appetite  for  stocks.  As  long 
ago  as  early  1973,  a  major  oil  com- 
pany vetoed  further  investments  in 
common  stocks,  particularly  those  sell- 
ing at  high  multiples,  and  instructed 
the  managers  of  its  pension  funds  to 
buy  bonds.  It  was  a  timely  decision. 
That  way  they  lost  less  money. 

More  recently  the  state  of  Con- 
necticut reached  a  similar  conclusion. 
Henceforth,  new  pension  fund  monex 
is  not  to  be  invested  in  stocks  but  in 
bonds,  notwithstanding  the  fact  that 
bonds  cannot  provide  protection 
against  inflation,  whereas  in  stocks  the 
investor  at  least  has  a  chance.  Such 
growing  disillusionment  by  those  who 
have  a  steady  flow  of  investable  funds 
does  not  bode  well  for  the  stock  mar- 
ket. It  is  reflected  in  the  market's 
recent  sloppiness,  which  seems  to  be 
due  more  to  a  lack  of  buying  interest 
than  to  any  urgency  to  sell. 

Correction:  A  great  many  readers 
have  called  my  attention  to  an  un- 
pardonable error  in  my  comments 
(FORBES,  Oct.  1)  on  newly  minted 
gold  coins  ot  strange  foreign  lands. 
Mistakenly,  I  used  avoirdupois  ounces 
for  converting  grams  into  ounces  in 
my  calculation  of  the  gold  content  ol 
these  coins  instead  of  troy  ounces 
which  are  used  in  the  gold  trade. 
One  gram  is  onlv  0.03125  trov  ounces 
(not  0.0354),  and  it  takes  31.103 
grams  (not  28.349)  to  make  a  tn>\ 
ounce.  Accordingly,  for  an  ounce  ol 
gold  content  the  buyer  of  the  ('am 
bodian  coin  pays  e\  en  more,  about 
$552;  for  the  Papua  New  Guinea  coin 
$422.50  and  for  the  Philippine  coin 
$416.50.  Obviously,  this  is  an  e\ 
tremely  costly  way  to  buy  gold,  and 
whether  these  coins  will  ever  be 
come  valuable  collectors  items  re- 
mains to  be  seen.  I  regret  the  eiior— 
but  whal  can  one  expect  from  a  man 
who  was  brought  up  on  the  nietii< 
system? 

A  knowledgeable  reader  points  mil 

that    the    Cambodian    coin    was    au 
thorized    l>\     the     government     thai 

(cased    to   exist    some    months   ago.     \ 

la:  as  the  "Official  Exchange  Hate"  ol 

420  Riels  =  $1  is  concerned  well,  use 
VOUr  imagination.    ■ 
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Let  Value  Line  Help  You  Identify 

400  STOCKS  TO  AVOID  NOW 


Plus  100  stocks  that  may  outperform 
most  others  in  the  next  12  months 


An  otherwise  solid  stock  portfolio  can 
be  largely  undone  by  a  few  "misfits."  So 
it's  important  to  be  able  to  identify 
"weak"  stocks  as  well  as  "strong"  ones. 
And  to  be  immediately  aware  of  signifi- 
cant changes  in  any  of  your  stocks. 

That's  why  The  Value  Line  Investment 
Survey  every  week  of  the  year  ranks 
1600  stocks  —  each  relative  to  all  the 
others  —  for  Probable  Market  Per- 
formance in  the  Next  12  Months,  as 
follows: 

100  stocks  are  ranked  1  (Highest) 
300  stocks  are  ranked  2  (Above 

Average) 
800  stocks  are  ranked  3  (Average) 
300  stocks  are  ranked  4  (Below 

Average) 
100  stocks  are  ranked  5  (Lowest) 
Not  every  stock  will  perform  in  accor- 
dance with  its  rank  in  any  year,  and  no 
system  can  guarantee  a  profit  or 
eliminate  the  possibility  of  loss.  But 
such  a  high  percentage  have  done  so  in 
the  past,  for  logical  reasons  based  on 
earnings,  growth  rates  and  risk,  that 
although  no  one  can  guarantee  future 
results,  the  probabilities  are  such  as  to 
put  the  odds  definitely  in  your  favor 
when  you  line  up  your  stocks  with  the 
Value  Line  ranks. 
400  STOCKS  TO  AVOID  NOW 
The  ranks  are  designed  to  measure 
probabilities.  We  expect  higher-ranked 
stocks  to  go  up  more  in  a  rising  market 
—  or  down  less  in  a  market  drop  — 
than  lower-ranked  stocks.  And  con- 
versely . . . 

We  expect  the  400  stocks  ranked 
4   or  5   for  Performance   to   go 
DOWN  MORE  or  UP  LESS  than 
all  the  1200  others  within  the  12 
months  directly  ahead. 
The  400  stocks  currently  ranked  un- 
favorably (Value  Line  Sept.  12)  include 
some  very  big  names.  Just  a  few  of 
them  are  GILLETTE,  XEROX,  DUPONT, 
FORD,     TEXACO,     PROCTER     & 
GAMBLE,    SEARS    ROEBUCK,    GULF 
OIL.  (This  may  show  why  you  shouldn't 
confuse  the  excellence  of  a  company 
with  the  current  merits  of  its  stock.) 
LOOKING  FOR  PERFORMANCE? 
Even  if  your  primary  objective  is  yield, 
or  safety,  or  long-term  appreciation,  we 
suggest   you  .stay   away  from   stocks 
currently  ranked  4  or  5  by  Value  Line 
for  Next-12-Months  Performance. 
And,  of  course,  if  superior  relative  price 
action  is  what  interests  you  most,  then 
we  suggest  you  give  special  attention  to 
the    100    stocks    currently    ranked    1 
(Highest)  by  Value  Line  for  Probable 
Market   Performance   in   the   Next   12 
Months. 


UPDATED  EVERY  WEEK 

Every  week  —  for  EACH  of  1600  stocks 
—  The  Value  Line  Investment  Survey  in 
its  Summary  of  Advices  and  Index 
presents  the  up-to-date  . . . 

a)  Rank  for  Relative  Probable  Price 
Performance  in  the  Next  12  Months 
—  ranging  from  1  (Highest)  down  to 
5  (Lowest). 

b)  Rank  for  Investment  Safety  (from  1 
down  to  5). 

c)  Estimated  Yield  in  the  Next  12 
Months  —  with  a  "blackball"  next  to 
each  stock  about  whose  present  divi- 
dend rate  there  is  some  doubt.  (100 
stocks  offer  yields  of  9.5%  and  up  — 
Value  Line  Sept.  12.) 

d)  Estimated  Appreciation  Potentiality 
in  the  Next  3  to  5  Years  —  showing 
the  future  "target"  price  range  and 
the  percentage  price  change  in- 
dicated. (100  stocks  are  in  the  315% 
to  750%  range  —  Value  Line  Sept. 
12.) 

e)  Current  price  and  P/E,  plus  es- 
timated annual  earnings  and 
dividends  in  current  12  months.  Also 
the  stock's  Beta. 

f)  Very  latest  available  quarterly  earn- 
ings results  and  dividends,  together 
with  year-earlier  comparisons. 

In  addition,  each  of  the  1600  stocks  is 
the  subject  of  a  comprehensive  new 
full-page  Rating  &  Report  at  least  once 
every  three  months  —  including  23 
series  of  vital  financial  and  operating 
statistics  going  back  10  years  and  es- 
timated 3  to  5  years  into  the  future. 
SPECIAL  HALF-PRICE  OFFER 
You  can  now  receive  the  complete 
Value  Line  Investment  Survey  for  the 
next  12  weeks  for  only  $29  (almost  50% 
off  the  regular  rate).  We  make  this 
special  offer  because  we  have  found 
that  a  high  percentage  of  those  who 


once  try  Value  Line  for  a  short  period 
stay  with  it  on  a  long-term  basis.  The  in- 
creased circulation  enables  us  to 
provide  this  service  for  far  less  than 
would  have  to  be  charged  to  a  smaller 
number  of  subscribers.  Your  trial  will 
include  all  of  the  following: 

EVERY  WEEK  a  new  SUMMARY  OF 
ADVICES  section  (24  pages) . . .  show- 
ing the  current  ratings  of  1600  stocks 
for  future  relative  Price  Performance 
and  Safety  —  together  with  their  Esti- 
mated Yields  and  the  latest  earnings, 
dividends  and  P/E  data. 
EVERY  WEEK  a  new  RATINGS  & 
REPORTS  section  (144  pages) . . .  with 
full-page  analyses  of  about  125  stocks. 
During  the  course  of  every  13  weeks, 
new  full  page  reports  like  this  are 
issued  on  all  1600  stocks,  replacing 
and  updating  the  previous  reports.  (It 
takes  but  a  minute  a  week  to  file  the 
new  reports  in  your  Value  Line  binder.) 

EVERY  WEEK  a  new  SELECTION  & 
OPINION  section  (4  pages) . . .  with  a 
detailed  analysis  of  an  Especially 
Recommended  Stock  —  plus  a  wealth 
of  investment  background  including 
the  Value  Line  Composite  Average  of 
more  than  1600  stocks. 
PLUS  THIS  $35  BONUS...  Value 
Line's  complete  1800-page  Investors 
Reference  Service  (sold  separately  for 
$35),  with  our  latest  full-page  reports 
on  all  stocks  under  review  —  fully  in- 
dexed for  your  immediate  reference. 
MONEY  BACK  GUARANTEE 
You  take  no  risk  accepting  this  special 
offer.  If  you  are  not  completely  satisfied 
with  The  Vaiue  Line  Investment  Survey, 
just  return  the  material  you  have 
received  within  30  days  for  a  full  refund 
of  your  subscription. 

To  accept  this  invitation,  simply  fill  in 
and  mail  the  attached  coupon  today. 


The  Value  Line  Investment  Survey 

ARNOLD  BERNHARD  &  CO  ,  INC.  •  5  EAST  44th  STREET  •  NEW  YORK,  NY   10017 


□  Begin  my  special  12-week  trial  to  The 
Value  Line  Survey  (limited  once  to 
any  household  every  two  years)  and 
send  me  the  Investors  Reference 
Service  as  a  bonus.  My  check  or 
money  order  for  $29  is  enclosed. 

□  I  prefer  one  year  (52  weeks)  of  Value 
Line,  plus  the  bonus  Investors 
Reference  Service,  for  $248.  (NY 
residents  add  applicable  sales  tax.) 
□  Payment  enclosed     □  Bill  me 

GUARANTEE:  If  dissatisfied  for  any 
reason,  I  may  return  the  material  within 
30  days  for  a  full  refund  of  the  fee  I  have 
paid. 
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Not    assignable    without    subscriber's 
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The  Money  Market 


Yields  Are  Better 
Than  You  Think 

By  F.  Harlan  Batrus 


Everybody  knows  that  bonds  are  of- 
fering very  attractive  yields  these 
days,  but  do  you  know  this:  that  a 
great  many  bonds  are  yielding  much 
more  than  the  yield  column  in  your 
daily  newspaper  indicates? 

The  newspapers  quote  the  current 
yield  on  a  bond.  However,  yield-to- 
maturity  is  more  significant.  If  a  bond 
sells  at  par  value,  that  is,  100  ( quoted 
bond  prices  drop  the  last  digit,  i.e., 
$1,000  is  quoted  as  100,  $660  as  66, 
etc. ) ,  the  two  yields  are  identical.  But 
when  the  bond  sells  at  a  discount— as 
so  many  do  today— the  two  yields  can 
get  very  far  apart. 

Let  me  illustrate  with  a  real-life  ex- 
ample. The  table  on  this  page  refers 
to  Gulf  &  Western  Industries'  6% 
bonds  due  July  1,  1988.  Selling  re- 
cently at  66,  the  bonds  are  listed  in 
the  Wall  Street  Journal  as  having  a 
current  yield  of  9.1%.  Their  yield-to- 
maturity,  however,  is  11%.  Let's  talk 
about  the  difference  between  these 
two  yields.  Let's  analyze  the  bond. 

Gulf  &  Western  issued  this  bond  in 
July  1968.  The  maturity,  when  $1,000 
will  be  paid  the  bond  holder,  is  now 
13  years  away,  and  there  are  26  semi- 
annual coupons  of  $30  each  due  the 
holder  of  the  bond.  So  there  is  a  total 
future  obligation  by  Gulf  &  Western 
for  $1,780  ($780  of  coupons  and 
$1,000  due  at  maturity).  These  are 
future  payments.  Obviously,  you 
wouldn't  pay  $1,780  now  for  $1,780 
due  in  the  future.  You  would  pay 
less  in  the  present  for  money  due  in 
the  future. 

The  future  income  has  a  present 
value.  The  present  value  of  the  whole 
package,  coupons  and  capital,  is  the 
market  price  of  the  bond.  Each  fu- 
ture coupon  and  the  $1,000  due  at 
maturity  has  a  value  today  that  is 
less  than  its  future  value.  This  present 
value  grows  to  the  future  value.  But 
what  exactly  is  the  present  value  of 
this  future  income?  Well,  in  our  ex- 
ample the  market  price  of  G&W  6s 
due  1988  is  $658.43.  The  bond 
market  has  assigned  a  certain  dis- 
count rate  that  has  reduced  the 
$1,780  of  future  payments  to  a  pres- 
ent value  of  $658.43. 

Yield-to-maturity  is  this  discount 
rate.  In  the  G&W  example,  a  semi- 
annual compounded  11%  rate  is  used 


to  reduce  (i.e.,  discount)  this  flow 
of  future  dollars  (it's  called  an  annu- 
ity) to  a  present  value.  This  means 
that  the  market  is  willing  to  invest 
money  in  Gulf  &  Western  under  the 
provisions  of  this  bond  if  that  money 
will  grow  at  11%  between  the  time  it 
is  invested  and  the  time  it  is  received. 
Money  is  invested  now  and  then  re- 
ceived with  each  coupon  payment  and 
with  the  payment  of  $1,000  at  the 
maturity  of  the  bond. 

The  name  yield-to-maturity  is  con- 
fusing. A  more  descriptive  term  would 
be  yield-to-cash  flow.  When  G&W 
6s  due  in  13  years  are  purchased  at 
a  price  of  $658.43,  the  bond  buy- 
er is  purchasing  future  cash  flow  that 
is  discounted  at  11%. 

Guaranteed  Growth 

The  table  shows  the  present  values 
of  each  future  income  component. 
The  sum  of  these  components  is  the 
value  of  the  bond.  At  11%  yield-to- 
maturity,  you  are  buying  the  first 
coupon  for  $28.44.  This  $28.44  be- 
comes the  first  present  value  com- 
ponent. It  will  grow  to  $30  in  six 
months.  This  growth  is  a  semiannual 
compounded  11%  rate. 

Every  bond's  dollar  price  is  a  for- 
mation of  these  individual  present 
value  components.  Each  present  value 
component  is  like  a  cell  which  will 
grow  to  a  specific  size  at  a  specific 
time.  When  the  coupon  falls  due,  the 
cell  detaches  from  the  bond's  frame 
and  stops  growing.  For  its  growth  to 
continue,  you— the  bond  holder— must 
reinvest  the  detached  coupon  in  an- 
other bond.  In  other  words,  the  func- 
tion of  yield-to-maturity  does  not  as- 
sume that  the  coupons  are  reinvested 
at  the  yield-to-maturity  rate  after  they 
are  detached  from  the  bond.  The  un- 
certainty of  future  investment  envi- 
ronments determines  reinvestment 
rates.  However,  the  growth  is  clearly 
guaranteed  at  the  yield-to-maturity 
rate  so  long  as  the  present  value  com- 
ponents remain  part  of  the  bond.  Of 
course,  the  company  must  maintain 
payments  for  growth  to  continue.  De- 
fault stops  growth. 

The  current  value  of  the  last  con 
pon  is  $7.47,  that  is,  the  last  coupon 
is   in   effect  purchased  for   $7.47.   It 
will  grow  to  $30  in  13  years— a  com- 


pounded growth  rate  of  the  same  11%. 
The  sum  of  the  present  values  of  all 
the  coupons  is  $409.87. 

The  bond  pays  the  holder  $1,000  in 
13  years.  The  present  value  of  $1,000 
due  in  13  years  discounted  at  11%  is 
$248.56.  Inversely,  when  com- 
pounded at  11%  for  13  years,  $248.56 
will  grow  to  $1,000.  This  is  very  pow- 
erful and  profitable  growth.  Note  that 
$248.56  would  be  the  value  of  this 
bond  if  it  had  no  coupons.  But,  of 
course,  there  are  6%  coupons  attached 
to  this  bond  so  we  must  include  their 
present  value  in  the  market  price.  The 
present  value  of  all  the  coupons  plus 
the  present  value  of  the  $1,000  is 
$658.43-the  value  of  G&W  6s  at  11% 
yield-to-maturity. 

Now  you  see  why  yield-to-maturity 
differs  from  the  current  yield  of  the 
bond.  Current  yield  is  the  annual  cou- 
pon divided  by  the  market  price— in 
this  case  $60  divided  by  $658.43  = 
9.11%.  It  ignores  the  discount's  future 
appreciation.  But  the  real  growth  of 
dollars  is  a  function  of  the  yield-to- 
maturity— not  the  current  yield.  You 
don't  have  to  wait  until  the  maturity 


Gulf  &  Western 
6%  sub.  debenture  due  7/1/88 
Priced  at  11%  yield-to-maturity 

Present  Value      Future  Value  of 
of  Future  Income    26  Semiannual         Years 
as  of  7/1/75  Coupons  To  Crow 
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Is  having  your  own  $18.50  year's  subscription 
to  Business  Week  worth  the  cost? 


Ask  the  man 
you  work  for. 


Moving  up  in  the  executive  world  from  a 
yearly  salary  in  the  teens  to  one  in  the  20's 
or  30's  or  more  isn't  just  a  matter  of  "getting 
the  breaks."  An  important  assist,  as  top 
executives  know,  is  having  your  own  per- 
sonal source  of  the  business  news  and  in- 
formation you  need — in  compact,  easy-to- 
read  form,  fresh  each  week  while  it's  still 
news. 

That's  why  more  than  750,000  executives 
in  business  and  industry  have  subscriptions 
of  their  own  to  Business  Week — and  they're 
paying  $  1  8.50  a  year  for  it. 

That  breaks  down  to  less  than  37?  a  week, 
in  return  for  which  you  can  stay  on  top  of  .  .  . 

ALL  THIS  VITAL  DATA 

Business  news  that's  national  and  interna- 
tional, gathered  by  the  world's  largest  busi- 
ness publisher,  McGraw-Hill  .  .  . 
...News  on  marketing,  finance,  the  econ- 
"omy,  labor,  new  technology  and  design,  gov- 
ernment, the  executive  suite,  the  stock  and 
commodities  markets,  transportation,  cor- 
porations and  conglomerates,  business 
leaders  .  .  . 

Plus  a  thumbnail  Business  Outlook  each 
week,  the  unique  Business  Week  Index, 
Personal  Business  information  and  counsel, 
and  much  more. 

SAVE  TIME,  SAVE  MONEY 

As  you  can  see,  Business  Week  can  save 
you  the  time  you'd  otherwise  have  to  spend 
wading  through  a  flood  of  bulky  newspapers, 
specialized  reports,  and  lightweight  news- 
letters coming  at  you  from  every  direction. 
And  your  value  as  an  executive  depends 
upon  your  getting  the  most  accomplished  in 
the  limited  hours  available  to  you  each  week. 
With  Business  Week,  you  can  also  save 
money  on  the  cost  of  all  those  time-consum- 
ing newspapers,  reports,  and  newsletters. 
What  is  more,  having  your  own  subscription 
to  Business  Week  further  entitles  you  to 
another  immediate  "dividend".  .  . 

FREE  EXECUTIVE  PORTFOLIO 

Your  own  Executive  Portfolio  of  "Special 
Reports  on  Major  Business  Problems,"  pre- 
pared by  the  Editors  of  Business  Week. 
Twelve  reports  including  three  which  won 
business  journalism's  highest  awards  for 
excellence.  Your  portfolio  with  your  name 
stamped  in  gold  on  the  cover — free  when 
you  subscribe  to  Business  Week. 

Right   now,    send   for   your  free   portfolio 
and  a  subscription  to  Business  Week.  Com- 
plete  the   postpaid   card   or  coupon,   tear   it 
out  and  drop  it  in  the  mail.  Send  no  money 
ell  bill  you  later. 


Send  no  money  now 
Mail  postpaid  card 
for  your  subscription 
plus  your  free 

Executive  Portfolio. 


If  card  and  coupon  are  missing,  please  send  us  your  name,  title,  company,  address,  whom  to  bill 
(you  or  company).  BusinessWeek,  1221  Avenue  of  the  Americas,  N.Y.C.,  N.Y.  10020. 


Business  iflleelc 


Michael  S.  Baron 

1221  Avenue  of  the  Americas 

New  York,  New  York  10020 


PLEASE  PRINT  NAME  AS  IT  SHOULD  APPEAR 
IN  GOLD.  YOUR  PORTFOLIO  WILL  BE  SENT 
PROMPTLY  ON  RECEIPT  OF  ORDER. 


Please  send  me  my  copy  of  the  new  Executive  Portfolio  of  Special  Reports  on 
Major  Business  Problems  as  a  bonus  gift  with  my  one  year  subscription  to  Business 

Week  for  $18.50.  Payment  Enclosed  D   Bill  Me  □   Bill  Company 


651 50-W 


NAME. 


.TITLE. 


COMPANY. 


NO.  EMPLOYEES  DM  COMPANY, 


COMPANY  ADDRESS. 
CITY 


.STATE. 


.zrp_ 


PRODUCT  OR  BUSINESS. 


□  Manufacturer 
_□  Distributor 


OFFICE  USE  ONLY 


Check  □  ONLY  if  you  want  publication  to  Home  Address  as  below: 
STREET  ADDRESS 

C ITY STATE 

06-41 0-AC 


.zrp_ 


T.ROWE  PRICE 

GROWTH  STOCK 

v  FUND,  IMC. 

A  NO-LOAD  FUND 

Investing  in  stocks 

selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

MO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


T.  Rowe  Price  Growth  Stock  Fund.  Inc. 

One  Charles  Center,  Dept.  A6 

Baltimore,  Md.  21201  Phone  (301)  547-2136  I 


I 
I 


,:-:" 


■  .       ■■ 


DIAMOND 

INTERNATIONAL 

CORPORATION 


94th  CONSECUTIVE 

YEAR  OF  DIVIDENDS 

The  Board  of  Directors  of  the  Diamond 
International  Corporation  on  Septem- 
ber 25,  1975,  declared  a  quarterly 
dividend  of  50t  per  share  on  the 
Common  Stock,  payable  November  1, 
1975,  to  shareowners  of  record  Octo- 
ber 10,  1975.  GEORGE  PASCALE 
Vice  President-Secretary 


Forest  Products  •  Packaging  &  Printing 

Consumer  Products  •  Building 

Materials  &  Home  Supplies 

•  Machinery  Systems 


VENTURE  CAPITAL 

Assistance  for  any  worthwhile  projects  over 
$100  Thousand.  Send  details  to:  Computer 
Capital  Corporation,  Dept.  21A,  6922 
Hollywood  Blvd.,  Los  Angeles,  CA  90028 
(213)  463-4841 
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of  the  bond  to  benefit  from  yield-to- 
maturity  that  is  higher  than  the  cur- 
rent yield.  The  benefits  of  yield-to- 
cash  flow  are  immediate. 

The  coupon  is  6%  because  6%  was 
the  rate  in  July  of  1968  at  which  the 
market  was  willing  to  discount  a  20- 
year  investment  in  future  income 
from  G&W.  The  investment  environ- 
ment has  since  changed.  Now  the 
market  demands  an  11%  discount  rate 
for  this  bond. 

Making  A  Choice 

Gulf  &  Western  has  four  bonds  with 
a  single  B  credit  rating:  two  7%  cou- 
pons due  in  2003;  a  6%  coupon  due 
in  1987;  and  the  6%  due  in  1988 
shown  in  the  table.  The  7s  are  avail- 
able at  yield-to-maturity  of  11/2%.  The 
future  income  of  these  bonds  is  dis- 
counted at  the  greater  rate  of  1VA%. 
I  chose  the  6s  of  1988  because  the 
75%  sinking  fund  will  give  price  sta- 
bility to  this  issue.  Neither  of  the  7s 
have  sinking  funds.  The  6s  due  1987 
have  a  94%  sinking  fund,  and  it  is 
probably  the  best  value.  But  there  are 
less  than  7  million  bonds  outstanding, 
and  they  trade  infrequently. 

There  is  one  point  I  might  empha- 
size about  the  G&W  6s  table  on  page 
130.  Note  that  if  the  coupons  in  the 
middle  column  were  discounted  at  a 
greater  rate,  such  as  12%,  the  present 
value  column  on  the  left  would  have 
smaller  numbers  and  the  price  of  the 
bond  would  be  less.  So,  when  dis- 
count rates  increase,  bond  prices  fall. 
If  the  coupons  were  discounted  at  a 
lower  rate,  such  as  10%,  the  present 
value  cos <p  r  ..  ;(.  v.e  larger  num- 
bers and  the  price  of  the  bond  would 
be  greater.  When  discount  rates  de- 
crease, that  is,  when  yield-to-maturity 
goes  down,  bond  prices  go  up.  Your 
broker  should  be  able  to  tell  you 
which  yield-to-maturity  corresponds 
to  any  bond's  dollar  price. 

All  discount  bonds  offer  a  yield- 
to-maturity  higher  than  their  current 
yield.  The  shorter  the  maturity  or 
the  smaller  the  coupon,  the  greater 
the  difference  between  the  two  yields. 
Here  are  some  suitable  selections: 
AT&T  4%%  due  1985  (and  any  of  the 
AT&T  low  coupon  bonds),  Standard 
Oil  of  California  5%%  due  1992,  Shell 
456%  due  1986,  General  Motors  Ac- 
ceptance 4J6%  due  1987,  U.S.  Steel 
4%  due  1983,  Tenneco  6%  due  1979, 
ITT  4.9%  due  1987  and  Consumers 
Power  4J2%  due  1988. 

Anyway,  if  someone  should  now 
ask  you  at  a  cocktail  party,  "By  the 
way,  what  is  yield-to-maturity?"  You 
can  simply  answer,  "Yield-to-maturity 
is  a  discount  rate.  It  reduces  the  fu- 
ture income  of  a  bond  to  a  present 
value.  Yield-to-maturity  represents  a 
guaranteed  yield-to-cash  flow."  ■ 


LARGE  CASH  RETURN 

from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANDS 


•     • 


•     • 


The  United  States  Department 
of  the  Interior  (Bureau  of  Land 
Management)  holds  non-com- 
petitive public  drawings  each 
month  to  afford  all  citizens  over 
the  age  of  21  years  an  equal 
opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by 
the  Federal  Government. 

A  $20.00  tax  deductible  filing  fee 
could  return  you  a  sum  exceeding 
$75,000.00  immediately,  plus  a  pro- 
duction payment  exceeding  one  mil- 
lion dollars  for  possible  future  in- 
come. 

•     •     •     •     • 

For  further  information  on  how  you 
can  intelligently  participate  in  the 
government  sponsored  program,  con- 
tact: 

MAX  WILSON,  INC. 

P.O.  Drawer  1978— FO 

Roswell,  New  Mexico  88201 

Toll  Free  Number  800-545-7955 


INFLATION  SURVIVAL  LETTER 

410  I  irsi  St..  S.I  ..  Washington.  D.(  .  20003 


itb  working 
Thanks  to  you 


The 
United  Way 


•dui'tmng  contributed     ri  I 
for  th«  public  good        <%S*»># 


Before  the  crash,  a  new  practical 


INFLATION 
Survival  P' 


America's  most  widely  read  survival 
newsletter  Asset  protection  through  gold, 
silver  and  other  "hard-money"  strategies 
Personal  safety  and  survival  in  cities  and 
country  Solid,  practical,  how-to-do-it, 
where-to-find-it  information  that  may  save 
your  assets  and  your  life 

26  issues  of  Inflation  Survival  Letter  just 
$20  (regular  rate  $30)  FREE  BONUS  too; 
40  page  "Depression-Inflation  Survival 
Manual"  outlines  step-by-step  program 
UNCONDITIONALLY  GUARANTEED  to 
please  or  full  refund  on  request 

Mail  this  ad  with  payment  to 
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HALF-PRICE  TRIAL  OFFER  FEATURES: 

babson's  stock,  bond  &  business 

FORECAST 


for' 
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1976  should  open  on  a  hopeful  note.  The  economy  has  weathered  the  worst  business  slump  in  a  generation.  A  new 
sra  of  peace  may  lie  ahead  in  the  Middle  East.  And  the  energy  shortage  may  be  manageable  after  all.  Public 
Dfficials,  particularly  in  an  election  year,  will  be  striving  to  solve  the  problems  of  unemployment,  inflation,  and  tight 
money.  These  are  just  some  of  the  major  factors  investors  should  consider  in  planning  their  investment  strategy 
for  1976. 

/our  2-month  trial  will  reserve  your  copy  of  the  Forecast  which  is  now  in  preparation.  You  can  be  among  the  first 
to  receive  the  predictions  of  Babson's  Investment  Staff  as  to  the  course  of  stocks,  bonds  and  business  in  1976. 


You  get  all  this  for  only  $5.00: 

THE  STOCK   MARKET  OUTLOOK  FOR  1976 

How  the  Ford  Administration  succeeds  in  reducing  the 
rate  of  inflation  without  checking  the  business  recovery 
will  greatly  influence  the  direction  of  the  market  in  the 
months  ahead.  Investor  confidence  will  depend  upon  the 
ultimate  success  of  this  delicate  balancing  act.  Babson's 
Staff  examines  these  and  other  major  factors  in  bringing 
you  its  predictions  for  the  stock  market  in  1976. 

■  INVESTMENT  STRATEGY  FOR  1976 

A  recommended  course  of  action  for  1976  based  on 
Babson's  predictions  for  the  Stock  Market's  performance 
over  the  next  12  months. 

■  12  STOCKS  TO  BUY  NOW  —  BABSON"  S   BEST 
BUYS  FOR  APPRECIATION  AND  GROWTH  IN  1976 

These  stocks  have  been  carefully  selected  from  the  hun- 
dreds of  securities  under  Babson's  continuous  super- 
vision. They  represent  industries  which  Babson's  analysts 
favor  for  1976.  You  will  receive  the  names  of  these 
stocks  along  with  charts  showing  their  past  market  ac- 
tion, and  Babson's  compelling  reasons  why  these  stocks 
are  now  being  recommended  to  clients. 

■  4   COMMON   STOCKS   FOR   HIGH   INCOME 

■  4   PREFERRED   STOCKS  FOR   HIGH  INCOME 

■  4  BONDS  FOR  HIGH  INCOME 

■  4   CONVERTIBLE   SECURITIES   FOR   APPRECIATION 
AND  INCOME 

■  THE  BUSINESS  OUTLOOK  FOR   1976 

The  recession  is  officially  over.  But  here  again  the 
government  will  need  Solomon-like  wisdom  as  it  strug- 
gles  to  stimulate  the   recovery  while  braking   inflation. 


Difficult  choices  between  jobs  and  less  spending  still  lie 
ahead.  Babson's  forecasts  the  course  of  business  for 
the  coming  year  in  terms  of  the  following  key  statistics: 

■  GNP  ■  INDUSTRIAL  PRODUCTION  ■  CAPITAL 
SPENDING  ■  INVENTORIES  ■  PROFITS  ■  INFLATION 

■  EMPLOYMENT  AND  INCOME  ■  LABOR 

■  CONSUMER  SPENDING  ■  GOVERNMENT  EXPEN- 
DITURES ■  MONEY  SUPPLY  AND  INTEREST  RATES 

■  INTERNATIONAL  SITUATION 

■  PLUS  —  BASIC  STEPS  TO  CONSIDER  IN  ADJUSTING 
YOUR   PORTFOLIO  FOR  YEAR-END  TAX  SAVINGS. 

This  is  a  good  time  to  look  over  your  list  with  the  idea 
of  saving  some  tax  dollars.  But  do  not  let  the  search 
for  tax  savings  blind  you  to  the  need  for  following  sound 
investment  principles.  Babson's  experts  offer  you  pro- 
fessional guidance  in  this  special  report. 

■  2 -MONTH  TRIAL  SUBSCRIPTION  TO  BABSON'S 
WEEKLY  INVESTMENT  AND  BAROMETER  LETTER  with 
buy,  hold  and  sell  opinions  on  scores  of  active  stocks 
from  Babson's  Research  Department. 

Over  the  past  71  years,  Babson's  has  acted  as  unbiased 
advisor  to  hundreds  of  thousands  of  investors  concerned 
with  the  investment  of  billions  of  dollars. 
Your  trial  subscription  will  put  you  in  touch  with  the 
present  thinking  of  this  highly-experienced  investment 
Advisory  Organization.  Why  not  start  today  and  join  the 
thousands  of  Babson  Clients  throughout  the  world  who 
receive  this  informative  investment  service  every  Mon- 
day morning. 

For  your  half-price  2-month  trial  and  Stock,  Bond  and 
Business  Forecast  for  1976,  mail  this  coupon.  All  material 
sent  by  1st-class  mail.  Your  money  will  be  refunded  if 
you  are  not  completely  satisfied. 


babson's  reports  inc. 

Wellesley  Hills,  Mass.  02181 


FOUNDED  IN  1904  BY  ROGER  W    BABSON 


Babson's    Reports    Inc.    Dept.    F-590,    Wellesley    Hills,    Mass.    02181 

Please  send   my  2-month  trial   plus  Forecast  for  1976. 
$5  enclosed. 


Name 


Street  &  No. 
City  


State 


Zip 


This  subscription  will  not  be  assigned. 


Market  Trends 


A  City  Mouse 
Sniffs  The  Cheese 

By  Martin  T.  Sosnoff 


The  symbolism  of  overflowing  waste- 
baskets  on  every  street  corner  in  New 
York  has  not  been  lost  on  the  coun- 
try. A  city  that  can't  manage  its  waste 
must  have  as  disordered  a  fiscal 
house.  In  the  dark  days  of  early  Sep- 
tember there  were  no  bids  for  the 
city's  notes  that  were  to  mature  on  the 
fifteenth.  Imagine!  For  ten  days  be- 
fore it  fell  due,  a  $425-million  note 
issue  could  not  draw  a  bid  higher 
than  70  for  more  than  25  bonds  in 
all  of  Wall  Street.  One  might  think  it 
was  the  eve  of  revolution  in  Czarist 
Russia,  for  the  confidence  factor  was 
as  fragile  as  it  must  have  been  on  that 
day  that  shook  the  world. 

Everyone  on  The  Street  is  punchy 
from  the  convoluted  political  events 
of  recent  weeks.  The  changing  price 
structure  for  oil  and  agricultural  com- 
modities and  the  tremendous  deficit 
financing  of  the  Treasury  have  moved 
money  managers  and  economists  to 
articulate  several  new  scenarios.  No 
economist  speaks  with  conviction  any 
longer,  but  still  comes  up  with  three 
scenarios  and  rates  probabilities  in 
percentages.  The  conjuring  goes 
something  like  this: 

The  economic  recovery  is  nothing 
more  than  an  inventory  reaccumula- 
tion  from  distress  levels,  and  there- 
fore the  economy  will  run  out  of  gas 
by  mid-1976  (40%  chance).  On  the 
other  hand,  the  recovery  could  be  so 
strong  that  interest  rates  will  soar  to 
12%  by  late  1976  and  choke  off  the 
recovery  by  early  1977  (40%  proba- 
bility). If  this  doesn't  happen,  there 
could  be  orderly  growth  for  the  next 
couple  of  years  with  inflation  working 
down  around  2%  or  3%  (20%  proba- 
bility). The  Federal  Reserve  Board  is 
damned— either  for  making  money  too 
easy  and  overstimulating  the  econo- 
my, or  tightening  so  fast  that  the  in- 
fant is  smothered  in  its  diaper. 

When  everyone  talks  about  three 
different  scenarios,  you  know  every- 
one knows  nothing  and  has  no  con- 
viction about  what  is  happening.  The 
markets  of  recent  weeks  testify  to  such 
an  amorphous  condition— low  volume 
and  knee-jerk  spasms  from  daily  news 
reports.   There   isn't   a   broker   in  the 

A  guest  columnist,  Mr.  Sosnoff  is  chairman  of  Ata 
lanta  Capital   Corp.,   New  York.   His  book  "Humble  on 
Wall  Street,"  will  be  published  this  month  by  Arlington 
House. 


country  who  doesn't  know  beforehand 
when  the  First  National  City  is  going 
to  ratchet  the  prime  rate.  Every  clerk 
knows  to  the  minute  when  the  Com- 
merce Department  is  to  release  the 
monthly  statistics  on  the  consumer 
price  index.  The  bond  market  is  just 
as  trendy. 

Reliance  on  daily  news  is  like  a 
mouse  sniffing  a  piece  of  cheese  in  a 
trap.  There  is  the  indecisiveness  in 
the  mouse— he  knows  nobody  freely 
gives  away  a  big  chunk  of  cheese 
without  a  hidden  cost— and  the  dan- 
ger of  springing  the  trap.  The  market 
is  now  reminiscent  of  the  Johnsonian 
days  of  the  late  Sixties  when  every- 
one focussed  on  the  news— the  escala- 
tion of  the  number  of  troops  flying 
into  Vietnam:  wanting  not  to  believe 
that  the  100,000  men  would  become 
500,000  and  hoping  desperately  that 
guns  and  butter  were  doable  for  the 
country,  that  the  inflation  was  not  out 
of  hand.  The  subliminal  bullishness 
was  beaten  out  of  us  then  in  the  sum- 
mer of  '69  and  was  not  to  reemerge 
until  the  summer  of  '70  when  the 
hard  hats  were  marching  up  Broad- 
way, and  we  watched  from  our  neat 
offices  30  stories  above  ground  zero. 
Then,  after  the  Fed  stepped  in  when 
Penn  Central  filed  for  bankruptcy  and 
nothing  bad  happened,  the  market 
rallied  from  its  doomsday  scenario. 

Du  Pont  vs.  IBM 

Considering  the  damage  done  in  the 
markets  of  1973  and  1974,  it  is  hard 
to  believe  that  the  up  cycle  has  been 
spent  in  the  first  six  months  of  this 
year.  After  all,  the  market  at  its  1972 
high  was  worth  well  over  a  trillion 
dollars  and  is  still  a  good  30%  below 
that  point.  The  Dow  Jones  is  selling 
at  close  to  stated  book  value,  and  the 
majority  of  stocks  in  the  Standard  & 
Poor's  500  index  are  under  10  times 
earnings.  Statistically,  the  market  has 
to  be  rated  cheap  by  historical  stan- 
dards, so  why  isn't  everyone  frothing 
at  the  mouth  with  buy  orders?  My 
answer  is  that  most  of  the  people  who 
think  the  market  is  cheap  (I  do  not, 
and  I'll  tell  you  why)  already  own 
all  the  stocks  they  dare  own. 

Most  of  the  large  money  pools  m 
the  country  have  top-heavy  equity 
ratios   and   are   using   their   cash   flow 


for  bonds.  So  how  do  they  spend  their 
day?  Well,  all  over  the  country  there 
is  a  torturous  reappraisal  of  growth 
stocks  going  on;  Xerox  has  already 
been  thrown  out  the  door.  The  old 
cyclicals  have  been  renamed  basic  in- 
dustrials. U.S.  Steel  is  no  longer  a 
viciously  cyclical  ragamuffin.  It  is  now 
a  natural-resource  stock,  an  industry 
leader  with  control  of  its  markets  to 
the  extent  that  it  can  administer  price 
increases  even  in  a  sluggish  economy. 
Despite  a  ten-year  record  of  zero 
growth,  a  reduced  dividend  and 
worsening  balance  sheet,  du  Pont  sells 
at  a  higher  price/earnings  ratio  than 
IBM,  which  sits  with  $4  billion  in 
excess  cash  and  outrageously  raises  its 
dividend  every  year.  But  IBM  is  so- 
cially unacceptable  if  only  because 
everyone  owns  too  much  of  it.  I'm 
betting  on  IBM. 

This  is  the  collective  wisdom  of 
Wall  Street  today,  the  belief  in  earn- 
ings leverage  through  price  increases 
rather  than  secular  growth.  But  bull 
markets  were  never  born  from  such 
conceptual  nonsense.  Expansionist 
market  cycles  are  grounded  on  unit 
growth  and  productivity  gains  passed 
along  in  prices  that  are  lowered,  not 
raised,  to  expand  markets.  Don't  look 
for  this  to  happen  soon  because  the 
inflation  of  the  late  Sixties  and  the 
Seventies  has  destroyed  the  balance- 
sheet  strengths  of  the  most  entrenched 
industrials  in  the  country. 

The  move  to  administered  price  in- 
creases in  a  sluggish  economy  is  one 
of  desperation.  Replacement  cost  for 
new  plant  and  equipment  is  so  much 
greater  than  the  facilities  coming  oft 
stream  that  if  you  adjust  the  cash  flow 
of  major  corporations  for  such  costs 
there  is  a  very  large  deficit.  This  ex- 
plains why  corporations  like  General 
Motors  and  du  Pont  have  cut  divi- 
dends and  why  balance  sheets  ha\c 
swollen  with  debt.  It  is  necessary  to 
borrow  more  just  to  maintain  the  oa 
pacity  for  growth.  There  is  no  chance 
of  dividend  payout  ratios  going  any- 
where but  down  in  coming  years,  and 
if  stocks  are  a  reflection  of  the  dis- 
COUnted  cash  How  ol  the  stream  ol 
Inline   dividends,    they    are    bound    to 

sell  at  a  lower  valuation  ol  earnings. 

In  short,  inflation  DAS  broken  the 
backbone  of  the  basic  industrials. 

Inflation  has  also  broken  the  hack 
ol     the     individual,     and     this     is     not 

to  be  discounted   either.   The   defla 

tionary   elicit    ol    the   recent    m.hs     in 
flation    on     individuals     is    almost     loo 

dreary  to  chronicle.  The  cos!  escala 

tion    of    maintaining    a    cai     w  as     I  I'. 
last    year,    so    how     ran    new    <  .n     sales 
take    off?    Every    guy    in    work    sho 
winces     when     he     wheels     his     carl 
through  the  supermarket;  it  is  too  ob 

\  ions    that    Ins    pa\ check,    which    now 
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is  little  or  no  overtime  content,  has 
)t  kept  pace  with  prices. 
Now,  I  don't  wear  work  shoes,  ex- 
:pt  on  weekends,  but  I  am  just  as 
ightened.  My  favorite  brand  of  ap- 
e  juice  has  been  marked  up  50%  in 
vo  stages  over  12  months.  I  now 
irow  my  shoes  away  rather  than 
ive  them  repaired  for  12  bucks, 
hat  vending  machine  near  the  tennis 
>urt  imperiously  demands  two  quar- 
■rs  for  a  can  of  soda,  and  an  apple 
i  Madison  Avenue  can  set  you  back 
5  cents.  My  wife  now  bakes  in  pro- 
:st  over  the  $6  for  a  chemical  fluff 
f  chocolate  at  the  corner  patisserie. 

obody's  Buying 

And  so  it  goes.  The  capitals  of  Eu- 
jpe  were  half  empty  this  summer, 
the  Piazza  St.  Marco  the  violins 
t  Florian  played  to  empty  tables.  As 
>r  Paris,  a  deluxe  room  goes  for  $110. 

is  deluxe  only  in  name,  for  there 
|  no  air-conditioning  to  speak  of,  and 
nless  you  are  experienced  enough 
)  ask  for  an  inner  courtyard  room 
le  traffic  will  keep  you  up  all  night. 

When  you  breakfast  at  the  Plaza- 
.thenee,  be  prepared— la  petit  dejeun- 
r  is  no  longer  petit.  Continental 
reakfast  is  the  same  everywhere,  $5 

head;  but  we  had  ordered  two  om- 

lettes  fines  herbes  which  pushed  the 

ill    over    $22.    Now    22    bucks    for 

feakfast  sets  off  a  little  alarm  inside 

ne   like   it   is   450   AD   and   you   are 

teaming  in  the   Roman   baths   when 

he  Visigoths  or  East  Goths  are  level- 

lg  the  gates.   You   no  longer  worry 

bout  tipping  the  towel  boy.  All  you 

ant  to  do  is  find  your  sandals  and 

un   for   the   hills.    Perhaps    I    should 

tave   known   better   in    Paris;    except 

or    Christina    Onassis    and    us,    the 

ircakfast  room  was  empty. 

Reflation  is  a  must  for  political  sur- 
ival,  and  yet  it  is  tough  because  the 
onsumer  has  been  battered  by  the 
osts  of  food  and  shelter,  and  pressed 

0  maintain   what   he   already   owns, 
his  is  the  critical  variable.  Everyone 

now  sensitive  to  what  it  costs  to 
cep  the  goods  they  already  own,  and 
ney  have  no  Interest  in  shouldering 
K  new  goods.  Garage  sales  are  go- 
ng on  all  over  the  country  in  com- 
JBunities  with  the  highest  per-capita 
nes,  because  the  cost  of  owning 
hings  has  gotten  out  of  hand.  Today, 
h«    only  guys  left  riding  in  the  back 

1  limousines  are  rock  stars. 

Until   the   inflationary   bias   of   the 

ountry    is    crushed    and    productiv- 

>    increases— for   garbage    collectors, 

ers,  all  of  us— forget  the  market 

»r  understand  that  you  are  the  mouse 

libbling  a  piece  of  cheese  in  a  pre- 

ns    setup— the    spring    can    snap 

inytime.  It  almost  snapped  shut  last 

h  in  New  York.   ■ 
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DIVIDEND 


NOTICE 


SHELL  OIL 

Company 

The  Board  of  Directors  today 
declared  a  quarterly  dividend  of 
sixty-five  cents  (65tf)  a  share  on 
the  Common  Stock  of  this  Com- 
pany, payable  November  17, 
1975,  to  shareholders  of  record 
November  6,  1975. 

W.  W.  WESTERF1ELD,  Jr. 
Secretary 

September  25,  1975 


Income* 


Call  today  for  prospectus  and 
find  out  about  the  income  po- 
tential of  Fidelity's  Money 
Market  Trust. 

Call  (800)  225-6190     £ 

or  call  collect  (61 7)  726-0650      ~ 

FIDELITY  DAILY  INCOME  TRUST 


35  Congress  Street.  Boston,  Ma  02103 
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black  with  title  embossed  in  gold.  Prices: 
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to  4  weeks  for  delivery. 


Readers  Say 


(Continued  from  page  10) 
business.  Mrs.  Ford  is  apparently  not 
worldy  enough  to  put  so-called  re- 
porters in  their  place. 

—Gilbert  L.  Peters 
Hollywood,  Fla. 

Half-Vast  Effort 

< 

Sir:  The  picture  you  painted  of 
such  a  vast  company  as  Amway 
{Sept.  15)  was  as  half -vast  an  effort  as 
I  have  ever  read.  So  only  one  in  1,000 
Amway  distributors  makes  over 
$12,000  a  year?  Are  you  aware  that 
the  average  income  per  licensed  real 
estate  agent  in  Florida  last  year  was 
$250?  Does  this  mean  that  none  of 
these  people  was  capable  of  doing 
better  if  they  so  chose?  As  for  dis- 
tributor Stan  Bonett,  anyone  who  was 
ever  "ushered  out"  of  Amway  brought 
that  action  on  themselves  by  repeated 
breach  of  our  code  of  ethics.  I  sug- 
gest you  send  your  reporter  back  to 
the  high  school  newspaper  at  which 
you  undoubtedly  found  him. 

-W.D.  Bicket 

Amway  Products 

Columbus,  Ga. 

Sir:  Thank  you  for  the  Amway  ar- 
ticle. I  fell  for  their  products  about 
two  years  ago.  Since  then  I  dropped 
their  vitamins— too  expensive.  Their 
tooth  paste  clogged  and  their  laundry 
detergent  did  not  dissolv  e. 

—  Mrs.  Arthur  Lord 
Amherst,  Mass. 

Feeding  A  Biting  Hand 

Sir:  Re  your  comments  on  the  lat- 
est U.S. -Soviet  wheat  deal  (Side 
Lines,  Fact  &■  Comment,  Sept.  15). 
Biting  the  hand  that  feeds  has  never 
been  an  admirable  trait,  but  feeding 
the  hand  that  bites  is  even  less  admi- 
rable—especially  on  an  international 
scale  with  the  likes  of  the  Soviets. 

—Kenneth  T.  Stbinceb  Jr. 
Reston,  \  a. 

Different  Statistics 

Sm: "Keeping  An  Eye  ()u  The  Doc 

tors"    (July   15)    wrongly  attributes   to 
the   AMA  statistics  on   average  physi 
eian    incomes.    Our    data    judical. 
average    net    income    of    $41,789    in 
1970,  not  $50,000  as  you  said.    Fig 
ures  obtained  from  the  Bureau  of  La 
bor   Statistics   on   physicians'   fees    in- 
dicate  that   the   average   annual   per- 
centage    increase     between     1970-74 
was  5.6%,  not  10%.  You  say,  "100,000 
plus   and   $200,000-plus   practitioners 
are   far   from    rare."   Based   on    AMA 
figures,  less  than  5%  of  all  physicians 
have    a    net    income   of    $100,000    or 
move.   Health  care  expenditures  dur- 


ing 1975  will  not  be  nearly  10%  of 
the  GNP.  For  1973  and  1974,  they 
were  only  1.1%.  Reference  is  also  made 
to  the  "doctors'  virtual  monopoly  in 
medical  care."  There  is  solid  empiri- 
cal evidence,  accepted  by  many  re- 
searchers in  the  health  field,  which 
indicates  that  physicians  do  not  be- 
have as  monopolists  in  the  pricing  of 
their  services. 

—James  H.  Sammons,  M.D. 

Executive  Vice  President, 

American  Medical  Association 

Chicago,  111. 

Only  IRS  Benefits 

Sir:  Re  MSF  Jr.'s  "Pay  Out  Stock, 
Not  Cash"  (Other  Comments,  Sept. 
1).  Since  1960,  Rochester  Gas  and 
Electric  has  paid  16  consecutive  an- 
nual stock  dividends  varying  between 
and  3*?.  These  were  in  addition 
to  a  cash  dividend.  Only  the  Internal 
Revenue  Service  benefited  when  we 
paid  out  cash  and  then  asked  our 
stockholders  to  reinvest  in  a  new  is- 
sue of  common  stock. 

—Francis  E.  Drake  Jr. 

Chairman  of  the  Board, 

Rochester  Gas  and  Electric  Corp. 

Rochester,  N.Y. 

What's  The  Hurry? 

Sir:  "The  Biggest  Little  Superpow- 
er In  The  World  (Aug.  15)  superbly 
represented  the  general  aura  of  sell- 
assuredness  of  Kuwaiti  society.  I  was 
somewhat  disappointed  to  see  no  men- 
tion of  the  overall  inadequacy  of  the 
Kuwaiti  business  enmmunitj  to  han- 
dle the  an&lacighl  of  Western  entre- 
preneurs. The  present  economic  in- 
frastructure in  Kuwait  presents  such 
impediments  to  normal,  high-keyed, 
day-to-day   business   as   we   know    it 

in  thi'  U.S.,  that  many  foreign  corpora- 
tions become  quicklv  submerged  in  a 
pool  of  hopeless  frustration.  Things 
move  at  a  snail's  pace.  Hut  it  is  a  pace 
which  is  quite  understandable.  If  you 
had  all  that  money,  would  you  be  in 
am  kind  of  liiuiv  to  make  more? 

—  MX'..    Ml    VIMIWs 

Managing  Director, 
Business  Arabia 
Rosslyn,  \  b 

Shark  Barriers 

Sin:  He  the  two  shark  sloi  k  5 
(Other  Comments.  Sept.  I).  During 
World   War   II    out    COUriei    plane  had 

to  spend   a   day   at   Cape   York,   the 

northern    tip   ol    Australia.    The   points 

north  ol  that  are  noted  For  their  shark 

population,  so  the  resourceful   Aussies 

luiilt  a  bai  i  lei  oi  si\  inch  mash  rein 

forcing  wire  of  the  Ivpe  used  in 
building    roads— and    everyone    had    a 

safe  swim.  Whj  can't  we  d<>  the  same? 

—  Al.HAN   I'..   Hoi. I  lis 

Media,  Pa 
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Thoughts.. 


on  the 
Business  of  Life 


! 


It  is  sweet  to  serve 
one's  country  by  deeds, 
and  it  is  not  absurd 
to  serve  her  by  words. 
Sallust 


The  real  freedom  of  any  individual 
can  always  be  measured  by 
the  amount  of  responsibility 
which  he  must  assume  for 
his  own  welfare  and  security. 
Robert  Welch 


There  is  a  certain  noble  pride, 
through  which  merit  shines 
brighter  than  through  modesty. 
Jean  Paul  Richter 


How  poor  are  they 
that  have  no  patience! 
Shakespeare 


National  enthusiasm  is 
the  great  nursery  of  genius. 
Henry  Tuckerman 


Man  is  so  made  that 
when  anything  fires  his  soul 
impossibilities  vanish. 
Jean  de  la  Fontaine 


Without  loyalty  nothing  can  be 

acco7nplished  in  any  sphere. 

The  person  ivho  renders  loyal  service 

in  a  humble  capacity  will  be 

chosen  for  higher  responsibilities, 

just  as  the  Biblical  servant 

who  multiplied  the  one  pound  given 

him  by  his  master  was  made 

ruler  over  ten  cities, 

whereas  the  servant  who  did  not 

put  his  pound  to  use 

lost  that  which  he  had. 

B.C.  Forbes 


Let  us  have  faith  that 

right  makes  might;  and  in  that 

faith  let  us  dare  to  do 

our  duty  as  we  understand  it. 

Abraham  Lincoln 


Temper  is  what  gets  most  of  us 
into  trouble.  Pride  is  what 
keeps  us  there. 
Mark  Twain 


Humility  is  not 

a  weak  and  timid  quality; 

it  must  be  carefully  distinguished 

from  a  groveling  spirit. 

Edwin  Chapin 


Never  be  haughty  to  the  humble; 
never  be  humble  to  the  haughty. 
Jefferson  Dams 


No  man  can  leam  patience 
except  by  going  out  into 
the  hurly-burly  world,  and 
taking  life  just  as  it  blows. 
Henry  Ward  Beecher 


Keep  your  eyes  on  the  stars, 
and  your  feet  on  the  ground. 
Theodore  Roosevelt 


Not  being  always  able  to 
follow  others  exactly,  nor  attain 
to  the  excellence  of  those 
he  imitates,  a  prudent  man 
should  always  follow  in  the  path 
trodden  by  great  men  and  imitate 
those  who  are  most  excellent, 
so  that  if  he  does  not  attain 
to  their  greatness,  at  any  rate 
he  will  get  some  tinge  of  it. 
Niccolo  di  Bernardo 


No  task  is  so  humble  that 
it  does  not  offer  an  outlet 
for  individuality. 
William  Feather 


By  humility  I  mean  not 

the  abjectness  of  a  base  mind, 

but  a  prudent  care 

not  to  overvalue  ourselves. 

Nathaniel  Crew 


To  be  humble  to  superiors 
is  a  duty,  to  equals  courtesy, 

to  inferiors  nobleness. 
Thomas  More 


Everything  is  possible, 

including  the  impossible  and  absurd. 

Benito  Mussolini 


Man  is  a  luxury-loving  animal. 
Take  away  play,  fancies  and 
luxuries  and  you  will  turn  a  man 
into  a  dull,  sluggish  creature, 
barely  energetic  enough  to 
obtain  a  bare  subsistence. 
Eric:  Hoffer 


Executive  Gift  Suggestions:  Over 
3,000  "Thoughts"  now  available  in 
574-page  book  at  $9.95.  Also  Fact 
and  Comment — the  most  quoted 
editorials  of  Malcolm  Forbes  in 
hardcover  at  $7.95.  Send  check(s) 
to:  Forbes  Inc.,  60  Fifth  Avenue. 
New  York,  NY  1001 1.  NY.  State 
residents,  add  4%-8%  sales  tax. 


A  Text . . . 


Sent  in  by  William  T.  Castle.  Champaign, 
Ml.  What's  your  favorite  text?  The  Forbes 
Scrapl>ook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of  texts  used 


//  ye  have  faith  as  a  grain  of  mustard 
seed  .  .  .  nothing     shall   be     impossible 
unto  you. 
\I.vi  niiw    17:20 
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"Give  me  your  yen, 
your  guilders, 
your  battered  pounds 
and  francs 
and  dinars, 
yearning  to  be  free....99 


0T0^6   vo  3WV0NnynQ 

on  grid  ^v^n^g 


*>     Vv 


• 


HS»<« 


y 


Wour  color  displays  for  air 
\traffic  control, developed 
\by  ourNorden  Division, 
nive  controllers  a  better 
^perception  of  information. 


Our  Essex  subsidiary  pro- 
duces cable  for  1600  tele- 
phone companies,  and  has 
pioneered  in  moisture- 
proof  cable  for  under- 
ground installation. 


More  than  10 WO  data 
terminais  b  dt  by  our 
Terminal  C<  >mmunica- 
tions.  Inc,  sv  bsidiary  are 
being  ,isea » i  such  fields 
as  hotel  reservations, 
trucking,  insurance  and 
finance. 


It  took  a  lot 

of  technology 

to  change  a 

name  like 

United  Aircraft 

As  a  multi-market  company,  one  of  our 

markets  is  communications.  Which  is  one  of  the 

reasons  our  old  name  no  longer  fits. 


The  name  our  company  has  borne 
since  1934  is  hardly  descriptive  of 
the  activities  in  which  we  are  now 
engaged. 

While  our  traditional  aircraft  and 
aerospace  businesses  continue  to 
grow,  we've  tapped  the  vast  tech- 
nology bank  that's  evolved  from 
these  operations  to  enlarge  the 
company's  business  base  in  indus- 
trial and  commercial  fields. 

Through  the  selective  exercise  of 
our  abilities  and  skills  over  a  wide 
spectrum  of  high  technologies,  we're 
now  a  multi-market  corporation. 
But  one  with  the  same  solid, 
dependable  virtues.  A  corporation 


with  1974  sales  in  excess  of  $3.3 
billion,  substantial  financial 
strengths,  a  39-year  record  of 
consecutive  dividend  payments,  a 
truly  international  business  with 
representation  in  some  120  coun- 
tries of  the  world. 

We're  also  a  corporation  with  a 
promising  future.  Because  when  all 
those  technologies  are  United, 
there's  no  limit  to  our  powers  of 
invention.  United  Technologies 
Corporation,  Hartford,  Conn.  06101. 


1974 

1964 

Total  Sales 

$3,321,106,000 

$1,235,918,000 

Net  Income 

104.705,000 

29.084.000 

Business 
Backlog 

3,577.000,000 

1,200,000,000 

UNITED 
TECHNOLOGIES 


ilways  be  a  major 

furre  in  flight.  OurHamil- 

<tandard  Division 

'les  environmental 

-ols  in  the  747  and 

pport  in  space. 


Westinghouse  today... 


November  report: 

still  no  layoffs  at  Beaver  after  5  years. 


Its  main  markets — construction  and  machine  tools — are 
slow.  Yet  for  the  Westinghouse  plant  in  Beaver,  Pa., 
making  bread-and-butter  products  like  motor  controls  and 
circuit  breakers,  there  have  been  no  layoffs  during  the 
recession  among  the  2800  employees.  Because  sales 
are  ahead  of  last  year. 

Contributing  reasons  include  highly-automated 
production,  strict  quality  control  (every  protective  device 
tested  under  load),  low  production  costs,  exceptional 
safety  record,  and  high  individual  productivity. 

Another  is  a  steady  flow  of  innovative  products. 
Such  as  the  control  that  cuts  75%  off  the  time  required  to 
diagnose  a  breakdown  in  a  highly-automated  process. 

Or  the  device  that  listens  to  machine  tool  noises  and 
shuts  down  the  machine  when  a  cutting  tool  wears  too  dull. 

Whichever  reason  you  choose  to  heed,  the  result  is 
the  same:  Beaver  is  profitable,  and  has  been  for  years. 


We've  underwritten  26  million  policies  in  the  past  93  years, 


\\"e  are  an  extensive  and  long-estab- 
lished American  insurance  organization. 

What's  more,  we  have  property- 
casualty  insurance  capabilities  in  nearly 
every  corner  of  the  world. 

So,  we  are  able  to  handle  almost  any 
insurance  need  you  might  have. 

Maybe  that's  why  we've  already 
issued  millions  of  policies.  And  why  we 
issue  another  5,000  every  day. 


CHUBB 

Group  of  Insurance  Companies 

100  William  Street,  New  York,  X.Y.  10038 


HOW  TO  PUT  OFF 
BUYING  A  NEW  CAR 


If  this  is  the  worst  of 
times  for  you  to  buy  a  new 
car,  it's  the  best  of  times  to 
lease  a  new  Volvo. 

Because  even  if  your 
Volvo  is  for  personal  use, 
you  can  treat  it  like  any 
businessman  would.  And 
profit  thereby. 

The  less  capital  a 
businessman  ties  up,  the 
more  capital  he  can  put 
to  work.  Leasing  means 
you  don't  come  up  with 
a  large  initial  investment. 


So  you  have  more  capital 
to  put  to  work.  Or  play. 

A  businessman  has  to 
know  where  his  money  is 
going.  You  get  a  detailed 
accounting  of  all 
expenses  pertaining  to 
your  lease. 

A  businessman  tailors 
his  outgo  to  his  income. 


So  you  can  pick  the  type  of 
lease,  length  of  lease  and 
model  Volvo  that  suits  your 
needs.  And  your  income. 

"But  I  already  have  a  car! " 
Your  local  Volvo  dealer 
will  buy  it  from  you  and 
apply  the  money  to  reduce 
your  monthly  costs.  Or  give 
you  the  cash. 

Lease  a  new  Volvo. You'll 
be  in  our  debt.  Not 
the  banks. 


FROM  US. 

LEASING  MANAGER. VOLVO  WESTERN  DIST.  INC..  1955 190TH  ST.. TORRANCE.  CALIF.  90509 


Yes,  I  would  like  more 
information  about  leasing      NAME 
a  new  Volvo. 
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In  the  North  Sea, 

the  oil  industry  has  battled 

the  most  severe  sea  conditions 

and  deepest  water  ever 

encountered  in  petroleum 

exploration  and  production. 


Halliburton' s  Brown  &  Root 
has  laid  more  underwater 
pipeline  in  the  North  Sea 
than  all  other  contractors  combinei 


The  Worldwide  Halliburton  Companies 

Halliburton  Services  Division  Brown  &  Rool  Inc 

Otis  Engineering  Corporation    ^^^^^      Horn  Construction  Co 
...^^o     Welex  Division    ^H  ^^     Alaska  Constructors  in 

IMCO  Services  Division    ^B  ^^      Taylor  Diving  &  Salvage  Co    Inc 

Jet  Research  Center  Inc     ^V     I      ^^     Ebasco  Services  Incorpi 
FreightMaster  Division    ^H       »      ^H     Allied  Industries  Inc 


© 


Vernon  Graphics  Inc     ^B      J      ■         Jackson  Marine  Corporation 
Environmental  Control  Division    ^^^^^^^^M      Southwestern  Pipi 
Halliburton  Resource  Management   ^H  ^m     Joe  D  Hughes  Inc 

Wm  A  Smith  Construction  Co    Inc     ^^1  ^^r      Highlands  Insurance  Company 

Special  Products  Division  Lileol  the  Soutt  . 

HiMilihi nHun  Bamnanu 

3211  SOUTHLAND  CENTER.  DAllAS.  TEXAS  7S201  — 

Serving  the  Energy  Industries  Worldwide 
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The  day  the  phones  stopped  ringing. 


Timely  Rescue  — But  Few  Cheers 

In  the  movie  Sleeper,  Woody  Allen  wakes  up  after  200  years  to  discover 
the  world  he  knew  had  vanished  in  a  nuclear  war.  What  happened?  he 
asks.  A  doctor  replies:  "As  far  as  we  can  understand,  it  all  started  when  a 
man  named  Albert  Shanker  got  hold  of  a  nuclear  warhead." 

On  a  milder  scale,  Shanker  was  at  it  for  real  last  month.  The  powerful 
New  York  labor  leader  and  president  of  the  United  Federation  of  Teachers- 
after  helping  to  bring  New  York  City 
to  the  brink  of  bankruptcy  with  his 
union's  incessant,  unreasonable  de- 
mands—almost put  it  over  the  brink 
by  refusing  to  let  his  pension  fund 
buy  a  batch  of  new  city  notes.  Only 
at  the  last  minute  did  Shanker  relent. 

But  it  was  a  tense  time.  Through- 
out the  nation,  trading  in  fixed-income 
securities  came  almost  to  a  standstill 
while  awaiting  Shanker's  decision. 
At  Weeden  &  Co. 's  big  trading  room 
in  New  York,  Jeffrey  Weinlandt,  29, 
Weeden's  chief  municipal  trader  (a 
post  once  held  by  Treasury  Secretary 
William  Simon),  showed  his  courage 
by  offering  to  buy  several  million  dol- 
lars worth  of  high-quality  municipals 
(not  New  York  City)  at  what  seemed 
a  bargain  price.  The  bargain  price 
reflected  the  chance  of  default.  Said 
he:  "If  there's  a  default,  the  bid  side  will  go  down  40,  maybe  50,  basis 
points,  but  these  bonds  will  still  have  good  value."  This  was  about  all 
the  action  there  was.  "Not  many  people  wanted  to  sell  at  the  low  prices 
that  were  being  bid,  so  it  was  a  quiet  day,"  said  Weinlandt.  When  Shanker 
relented,  there  were  a  few  cheers  in  the  boardroom,  but  still  little  trading. 

It  was  pretty  much  the  same  story  at  Lebenthal  &  Co.,  the  big  retail- 
ers of  municipal  bonds.  The  telephones  weren't  ringing  often.  A  glum-look- 
ing salesman  was  working  on  The  New  York  Times  crossword  puzzle.  Part- 
ner James  Lebenthal  had  plenty  of  time  to  talk  with  a  reporter  about  what 
a  bargain  he  felt  New  York  City  bonds  are  now— "if  you  have  imagination, 
fortitude  and  money.  .  .  ." 

In  all,  there  was  little  rejoicing  when  the  llth-hour  reprieve  came.  May- 
be it  was  because  New  York  City  is  scheduled  to  walk  the  plank  again 
with  its  big  maturities  in  December— and  next  time,  unless  there  is  federal 
intervention,  the  city  will  default.  But  maybe  the  reason  people  weren't 
applauding  is  that  fiscal  crises  are  becoming  a  way  of  life— so  what's  one 
reprieve,  more  or  less? 

Our  cover  for  this  issue  was  inspired  by  Emma  Lazarus'  famous  poem, 
The  New  Colossus.  For  those  who  have  forgotten,  it  ran : 

Not  like  the  brazen  giant  of  Greek  fame, 

With  conquering  limbs  astride  from  land  to  land; 

Here  at  our  sea-washed,  sunset  gates  shall  stand 

A  mighty  woman  with  a  torch,  whose  flame 

is  the  imprisoned  lightning,  and  her  name 

Mother  of  Exiles.  From  her  beacon-hand 

Glows  world-wide  welcome;  her  mild  eyes  command 

The  air-bridged  harbor  that  twin  cities  frame. 

"Keep  ancient  lands,  your  storied  pomp!"  crirs  she 

With  silent  lips.  "Give  me  your  tired,  your  poor. 

Your  huddled  masses  yearning  to  breathe  free, 

The  wretched  refuse  of  your  teeming  shore. 

Send  these,  the  homeless,  tempest-tost  to  me, 

1  lift  my  lamp  beside  the  golden  door!" 
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Delta  is  an  air  line  run  by  professionals, 
ike  Carolyn  Baker,  Flight  Attendant. 

In  her  10  years  with  Delta,  she  has 
worked  every  Delta  aircraft  from  the  67* 
lassenger  D06  to  the  370'passenger  747. 
She  has  served  thousands  of  people, 
handled  every  sort  of  need. 

But  Carolyn  brings  more  than  skill  to  her  job.  She 
lias  an  eye  for  an  unfilled  champagne  glass.  An  ear  for 
ui  uneasy  child.  A  smile  for  a  tired  veteran  of  business  battles. 
1  cheerful  word  for  a  lonely  soul.  When  it  comes  to  people, 
]arolyn  Baker-like  all  28,000  Delta 
>rof essionals-couldn't  care  more. 

Delta  is  ready  whenyou  are.®       |  m 


This  is  Deltas  Wide-Ride"  L-lOU  TriStaf,  an 
$18  million  superjet.  Cabins  are  almost  19  feet 
wide.  All  250  seats  are  two-on-the-aisle. 


Leasing  trucks  from  Saunders  can  be  the  most  secure  feeling  you've  had  in  a  Ions  time. 

No  matter  what  else  fluctuates  in  the  busi-  meet  and  exceed  a  customer's  individual         But  we  think  knowing  the  facts  about 

ness  world,  Saunders  Leasing  System  is  requirements.  Our  success  in  doing  that      a  leasing  company  is  more  important 

one  truck  leasing  outfit  that's  moving  in  over  the  years  has  led  to  long-term  re-      than  recognizing  its  trucks.  So  we'd  like 

a  positive  direction.  lationships  that  make  the  stability  of      to  tell  you  more  about  Saunders.  Call  us 

We're  one  of  America's  leading  full-  Saunders  unmatched  in  our  industry.             at  Our  National  Headquarters  in  Birming- 

service  truck  leasing  companies,  doing  Yet,  you  may  have  passed  a  Saunders^     ham,  Alabama,  toll-free,  1-80O633-6566. 

business  with  hundreds  of  top  corpora-  truck  today  without  realizing  it.  That's 

tions  across  the  nation  and  in  Canada.  easy  enough  to  do.  Saunders  leased  trucks 

We  also  have  one  idea  we  can't  or  won't  are  painted  with  our  customers'  names 

give  up:  making  sure  that  our  services  and  colors,  instead  of  our  own. 


You  might  discover  a  kind  of  security 
your  firm  can  use  these  days. 

Saunders  Leasing  System,  Inc. 


201  Office  Park  Drive,  Birmingham,  Ala.  35223  •  (205)  879-2131 
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Is  it  a  dirty  word? 


£*#t*!  Dirty  words  don't  help  much  when  your  biggest 
pplier  is  putting  it  to  you  to  pay  and  you  can't  top  your- 
:countant-had-a-heart-attack  story.  But  you  need  more 
ipplies  or  .  .  .  @£*#t*! .  .  .  you  just  don't  want  to  think 
>out  it  now  .  .  .  because  the  more  you  think  about  it  the 
lgrier  you  get  because  it's  not  your  fault.  It's  your  @£*t*! 
istomer's  fault.  If  those  @£*#t*!  would  pay  you  on  time. 
)u  could  be  a  good  guy  and  pay  everybody  else  on  time, 
nd  you  wouldn't  even  have  the  @£*#t*!  problem  in  the 
ist  place. 

op  blaming  your  @£*#t*!  customers.  Call  Talcott  and 
nd  out  about  factoring. 

ictoring  can  mean  instant  cash  for  your  receivables.  And  if 
3U  can't  stand  picking  up  the  phone  and  listening  to  all  that 
£*#t*!,  we'll  do  the  collecting  for  you.  We  can  even 
mdle  the  bookkeeping  if  that  bugs  you. 

r  @£*#t*!,  maybe  it  would  be  more  fun  to  have  a 
£*#t*!  tantrum  and  shelve  those  @£*#t*!  storage 
icks  and  close  the  door  on  that  10,000  more  square  feet  of 
•  £*#t*!  warehouse  space  and  put  the  wraps  on  those  six 
£*#t*!  new  packaging  machines  —  all  because  your  cash 
tied  up  in  your  @£*#t*!  receivables. 

•r  —  maybe  it's  time  to  call  James  Talcott  Factors. 

'£*#t*!  Dirty  words  don't  help  much  either  when  you've 
Dt  a  one  shot  chance  to  buy  out  that  inventory  at  a  special 
rice  only  you  don't  have  the  money  to  buy  it.  And  your 
ch  brother-in-law  doesn't  even  remember  your  name. 


Stop  the  @£*#t*!  screaming.  Consider  factoring.  Or  at 
least  find  out  more  about  it  by  sending  in  the  coupon. 

Clean  up  your  @£*#t*!  language  and  clean  up. 

Send  for  free  @£*#t*!  book  that  tells  you  how  factoring 
can  improve  your  cash  flow. 


Gentlemen: 


FO-lll 


I  would  like  to  know  more  about  factoring.  Send  me 
the  @£*#t*!  book. 


Name. 
Title. 


Company. 

Address 

City 

Zip 


State 


Telephone. 


James  Talcott  Factors 

Marketing  Department, 

1290  Avenue  of  the  Americas,  N.Y.,  N.Y.  10019 

(212)  956-2877.  Other  offices.  Los  Angeles  (213)  620-9200. 
Zurich,  Switzerland  (01)  34  97  90. 


ATO: 
Japanese 
cuss  word? 

So  solly. 

Ay-tee-oh  Amelican 
corporation.  Vely  big 
...$475  million  dolla. 

Make  things  for 
sports.  Machines 
that  sort.  Have  30 
divisions,  you  know. 

Grow  vely  fast...  $453 
million  in  11  years. 

Where  you  been, 
fella? 


a\TO 

16,000  Quality  Craf  tsmer^ 

A-T-0  Inc./Willoughby,  Ohio  44094 


Trends  &Tangents 

Foreign 

Foreign  Stock  Most  Likely  . . . 

For  the  second  straight  year,  says 
a  recent  survey,  Japan's  Sony  Corp. 
has  remained  the  most  popular  for- 
eign stock  held  by  U.S.  investment 
companies,  with  some  51  funds  own-* 
ing  $98.4  million  worth  on  July  31, 
1975.  Rank  Organisation,  a  British 
firm  whose  profits  come  mainly  from 
its  joint  venture  with  Xerox,  was  the 
No.  Two  choice,  also  for  the  second 
straight  year,  with  48  funds  holding 
$66.3  million  worth.  But  the  big  shift 
in  the  Vickers  Associates'  survey 
(which  excludes  Canada)  is  the  in- 
creasing prominence  of  South  African 
gold  shares.  Led  by  West  Dreifontein 
Gold  Mining  ($59  million)  and  Vaal 
Reefs  Exploration  &  Mining  ($54.3 
million),  five  of  the  top  ten  stocks  are 
South  African  gold  mining  companies. 


Business 


Computerized  Courtroom 

The  Government's  lengthy  and  com- 
plex antitrust  suit  against  IBM  will, 
fittingly  enough,  be  covered  by  a 
computer.  A  Massachusetts-based 
market  research  firm,  International 
Data  Corp.,  has  launched  a  com- 
puter-fed news  service  for  banks, 
brokerage  houses,  law  firms,  com- 
puter equipment  manufacturers  and 
others  who  want  to  follow  legal  de- 
velopments daily.  For  a  flat  fee  of  $60 
per  week,  subscribers  will  receive 
printed  reports  of  several  thousand 
words  written  by  IDC  reporters  at  the 
trial  and  stored  in  a  time-sharing  net- 
work. Eventually,  subscribers  may  al- 
so be  able  to  get  cross-referenced  in- 
formation on  testimony,  motions  and 
evidence  in  what  many  regard  as  the 
antitrust  trial  of  the  century. 

Sun  Savings 

An  increasing  number  of  states,  it 
seems,  have  decided  that  one  of  the 
best  ways  to  spur  use  of  alternative 
energy  sources  is  to  sweeten  the  op- 
tion with  tax  incentives,  rather  than 
sour  the  use  of  diminishing  sources 
by  imposing  new  taxes.  Following  In- 
diana's approval  of  a  property  tax  de- 
duction for  a  solar  heating  and  cool- 
ing system  in  1974,  seven  other  states 
passed  various  incentives  this  year. 
Colorado,  Maryland,  Montana,  New 
Hampshire,  North  Dakota,  South  Da- 
kota and  Oregon  all  offer  either  an 
outright  realty  tax  exemption  or  some 
kind  of  reduction  in  the  assessed  value 
of  a  new  solar  energy  unit. 


Bug  Tape 

Man's  latest  weapon  in  his  long 
war  with  cockroaches  and  other  such 
is  a  soon-to-be-introduced  plastic  ad- 
hesive tape  designed  to  be  put  over 
the  crevices  where  the  crawlies  come 
out.  The  multilayered  tape  contains  a 
reservoir  of  a  professionally  used  pes- 
ticide that  is  slowly  released  to  the 
surface  over  a  period  of  several 
months.  One  of  the  great  advantages 
of  the  new  product  is  that  the  pesti- 
cide is  exposed  gradually  in  limited 
though  effective  amounts,  which 
avoids  the  dangers  of  contamination 
associated  with  overapplication  of 
traditional   sprays   and  powders. 

High(Priced)  Style 

The  money  made  by  the  movie 
Shampoo  is  only  a  ripple  in  the  wave 
that  made  hair  styling  a  $4.7-billion 
business  last  year.  A  recent  survey 
shows  that  the  average  customer 
spends  almost  $5  per  visit,  which, 
when  multiplied  by  a  national  figure 
of  60  million  visits  in  a  recent  four- 
week  period,  yields  $300  million  in 
service  sales  alone.  The  natural  look, 
instead  of  being  bad  for  business,  has 
simply  ushered  in  a  new  kind  of  es- 
tablishment—the cut-and-blow-dry  sa- 
lon popular  with  the  growing  num- 
bers of  working  women  who  require 
easy-care  styles.   ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  □  1  year  $15.00 
□  3  years  $30.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  orders, 
add  $4  a  year;  other  foreign,  add  $9 
a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 

(please 

print) 

New  Address: 

City 

State 

Zip 

F-4826 
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There  are  three  sides 
to  every  question: 

the  pro  side,  the  con  side 

and  the  inside. 


If  you're  in  business 
and  you're  reading  about 
something  important  to 
your  business,  you  don't 
want  to  know  what  some- 
body thinks  has  happened. 
You  want  to  know  what 
has  in  fact  happened. 

We  want  you  to  know 
that,  too. 

That's  why  The  Wall 
Street  Journal  goes  to  such 
lengths  to  insure  that  its 
news  columns  are  unbiased.  We're  not  for  or 
against  anything  — not  in  our  news  columns, 
at  least.  As  far  as  we  are  able,  we  give  you  the 
straight  story... the  unvarnished  who,  what, 
why,  where,  how,  when  and  so  what  of  any- 
thing that  happens  anywhere  in  the  world  that 
may  affect  your  decisions  about  your  business. 
If  you  want  to  know  what  we  think,  read  our 
editorials. 

This  let-  the  -  chips  -  fall  -  where-  they- may 
attitude  has  helped  The  Journal  to  grow  from 
785,000  circulation  to  over  a  million  and  a 
quarter  in  10  years.  It  has  won  us  five  Pulitzer 
Prizes  for  distinguished  reporting.  (We  also 


have  two  Pulitzer  Prizes 
]  for  Journal  editorial  writ' 
ing — which  proves  that 
we're  not  afraid  to  take  a 
stand  where  a  stand 
should  be  taken. ) 

Try  The  Journal  on 
our  special  introductory 
offer.  Just  80<t*  a  week 
will  get  it  delivered  to 
your  home  or  office.  Fill 
out  and  mail  in  the 
attached  card.  If  some- 
one else  has  already  used  the  card,  call  this 
toll-free  number:  800-257-0300.  (In  New 
Jersey, call  800-322-8150.)  For  new  subscrip- 
tions only.  Take  us  up  on  our  80i-a-week 
offer,  for  any  period  from  13  weeks  to  a  year. 
You  won't  get  just  the  pro  side  of  business 
news,  or  the  con  _ 

side.  You'll  get  the     ^  |^l 
inside.  I    f|^^ 

Will  Street 
Journal 

2B571  "Price  good  in  United  States  and  possessions  and  Canada. 
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AVorriott  s  ESSEX  HOUSE 


Pleasant,Under  Glass. 


When  business  brings  you  to 
New  York,  we  invite  you  to 
sample  the  comforts  of  our  Essex 
House,  where  the  tradition  of  hos 
pitality  is  almost  legendary. 

Luxurious  guestrooms, 
to  be  sure. 

Superb  dining,  of 
course.  It's  a  Marriott 
tradition. 

An  intimate 
lounge  for  spar- 
kling cocktails  and 
conversations. 

impeccable  ser- 
vice. 

These  are  all  ex- 
cellent reasons  for 


Harriott's. 
ESSEX  HOO 


choosing  the  Essex  House.  But  like 
a  fine  meal,  the  setting  is  vital  to  the 
experience.  Our  Essex  House  is  on 
Central  Park  South.  Offering  a 
magnificent  view  of  the  nat- 
ural wonder  of  New  York. 
(Not  to  mention  a  con- 
venient location  in  the 
heart  of  the  city.) 

And  even  if  you 
just  enjoy  the  sight 
of  trees  and  twin- 
kling lights  from 
your  window,  we 
think  you'll  find  it's 
all  very  pleasant. 
Bon  Apetit. 


<w 


A 11  you  need  to  know  about  hotels  in  New  York. 
160  Central  Park  South.  Telephone  CI  7-0300  or  toll-free  800-228-9290. 


Let  us  cater  your 
next  party  for  $11- 

Suppose  you  give  a  party  and  everybody  comes! 

For  only  $11.85,  you  can  have  4  pounds  of  delicious 
California  Roasted  Almonds  ready  to  serve  as  hors 
d'oeuvres  for  a  large  party.  Or  snacks  for  the  family 
and  frends  for  the  whole  holiday  season.  Or  a 
generous  gift  to  a  party-giving  friend. 

Our  almonds  are  guaranteed  to  be  the  highest  quality,  freshest  almonds  you  can  buy. 
But  you  can't  buy  them  in  any  store,  so  we'll  deliver  them  anyplace  in  the  U.S.  in  a 
handsome  gift  box. 

The  House  of  Almonds  4  lb.  tin,  with  a  resealable  plastic  lid,  for  only  $11.85. 
Because  now  is  the  time  to  let  us  come  to  the  aid  of  your  party. 


ALMONDS 


KTWI.M0ZS.(4 


Rush  me  four  pound  tins  for  my 

I  QUANTITY! 

next  party  @  $11.85  each 

My  Name 

Street 

Address 


City- 


State. 


Select  your  method  of  Payment 


□ 


CHECK 
ENCLOSED 


□ 


BANKAMERICARD 


□ 


MASTIK 
CHARGE 


Complete  if  using  Credit  Card 

CREDIT  CARD  NO. 


Zip_ 


EXPIRATION  DATE 

DD 

MO      TR 


INTER  BANK  NO: 
IMj.lrr  Charge  Only) 


LOCATED  ABOVE  NAME 
ON  YOUR  CARD 


CLIP  THIS  COUPON  HflUSE    house  OF  almonds 


A  Tenneco  Product 


I  ,  7  ,r^-XU  » %,  ntl&WinP     P.O.  Box  5125  Dept.  MO 
MAIL  TODAY  RbtlOllDS .   Bakersfield,  Calif  93308 


Readers  Say 


Does  Inflation  Help  Workers? 

Sra:  In  your  interview  with  the 
AFL-CIO's  Nat  Goldfinger  (Oct.  1), 
Mr.  Goldfinger  says,  "We  are  ap- 
palled by  the  White  House  focusing 
all  its  attention  on  the  deficit.  Ap- 
palled by  the  Democratic  Congress' 
concern  about  inflation.  If  some  in- 
flation comes  out  of  a  bigger  deficit, 
so  be  it.  .  .  ."  Why  doesn't  Mr.  Gold- 
finger take  a  trip  to  Argentina,  Uru- 
guay and  Great  Britain  to  find  out  how 
much  inflation  helps  increase  employ- 
ment and  increase  the  purchasing 
power  of  workers? 

—Robert  Hayes 
Dallas,  Tex. 

Simple  Energy  Solution 

Sir:  I  am  surprised  that  Congress 
has  not  come  up  with  what  would 
probably  be  to  them  a  logical  solu- 
tion to  the  energy  crisis:  Repeal  the 
Law  of  Gravity  and  thereby  produce 
tremendous  oil  savings. 

—Sam  Kesner 
Dallas,  Tex. 

Whose  Disaster? 

Sir:  We  resent  your  reference  to 
Con  Edison  as  a  "giant  disaster" 
(Oct.  15).  J.  Edward  Smith  [staff 
economist  of  the  National  Association 
of  Regulatory  Utility  Commissioners], 
cited  *j|j/  you,  has  "red  flagged"  our 
"performance"  with  a  rating  system 
he  devised  that  imposes  penalties  be- 
cause we  distribute  electricity  under- 
ground, pay  the  highest  state  and  lo- 
cal taxes  of  any  utility,  burn  the  least 
polluting  oil  and  successfully  urge  our 
customers  to  conserve  electricity.  Such 
a  ridiculous  rating  system  is  the  real 
disaster.  In  contrast  to  Smith's  study, 
an  in-depth  Arthur  D.  Little  manage- 
ment study  of  our  company,  commis- 
sioned by  the  New  York  Public  Ser- 
vice Commission  and  published  earlier 
this  year,  gave  us  high  marks  for 
management  efficiency. 

—Charles  F.  Luce 

Chairman  of  the  Board', 

Consolidated  Edison  Co.  of  N.Y.,  Inc. 

New  York,  N.Y. 

Powerful  Incentive 

Sir:   Prof.   Robert  Gilpin  makes  an 
interesting  point    (Oct.   15)    in  com 
paring  our  foreign  investment   in   re 
cent  years  with  British  foreign  invesl 
ment  in  the  19th  century.  Gilpin  docs 
not  mention  one  powerful   incentive 
for  us  to  go  abroad  in  the  late  1950s 
and   1960s:    The   U.S.'   propping   up 
of  a   grossly  overvalued   dollar.     Tins 
helped  make  futile  our  efforts  dining 
the  Sixties  to  restrict  overseas  invesl 
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Readers  Say 


it.  A  more  realistically  valued  dol- 
lar might  have  made  foreign  invest- 
rt  less  enticing. 

—James  Cannon 
Chicago,  111. 

More  On  Vitamin  E 

Sir:  You  refer  to  the  well-known 
effect  of  vitamin  E  on  spermatogene- 
sis in  the  rat  (Fact  6-  Comment,  Oct. 
1).    Spermatogenesis    is    the   produc- 


tion of  sperm.  This  is,  of  course,  nec- 
essary for  fertility.  But  fertility  is  not 
synonymous  with  virility  or  potency. 
There  is  no  scientific  evidence  that 
vitamin  E  or  oysters  have  anything 
to  do  with  potency.  However,  if  you 
have  any  friends  who  get  a  favor- 
able placebo  effect  from  consuming 
these,  I  would  suggest  you  leave  them 
in  their  blissful  ignorance. 

—Stuart  S.  Howards,  M.D. 

Dept.  of  Urology 

Univ.  of  Virginia  School  of  Medicine 

Charlottesville,  Va. 


The  back  of  this  page 

isn't  blank  for  the  same 

reason  the  back  of  your 

copies  shouldn't  be. 


The  side  you  don't 
copy  on  costs  just  as 
much  as  the  one  you 
use.  Now,  if  your 
organization  copies 
very  many  multi-page 
documents,  we've  got 
a  way  for  you  to  cut  these 
costs  in  half. 

Our  AM  4875  "Both  Sides 
Now"  Copymaker  can  save  you 
50%  in  paper  costs  and  50% 
on  costly  machine  and  operator 
time.  Plus  substantial 
postage  and  filing 
expense.  It's  the  only 
volume  plain-paper 
copymaker  that 

copies  both  sides  in  V 

one  pass.  \ 

The  time  for  you  to 
consider  two-  sided 
copying  is  now.  And  the 
machine  that  conquered 
the  concept  at  lowest 
cost  is  the  AM  4875 


"Both  Sides  Now"  Copy- 
maker. 

See  it  in  action.  Call 
your  Multigraphics  Sales 
Office  today  to  arrange  a 
demonstration.  Or  write 
Dept.M,  1800  W. 
Central  Road,  Mt. 
Prospect,  111. 
60056. 


the 
.ff?     -■*.  Like  reduction 
Vt/^olo, 

^iOt  of  volume,  but 
ge  copying?  Consider 

Copy  System— the 
per  volume  copier  for 

^Jftfon,  or  to  arrange  a 
ion  of  either  of  these  money- 
me  copying  systems,  call  your 
ultigraphics  Sales  Office.  Or 
M.,  1800  West  Central  Rd., 
Prospect,  111.  60056.       Cu^ 

make  you  look  belter  on  paper 

A 

ADDRESSOGRAPH  MULTIGRAPH 

MULTIGRAPHICS  DIVISION 


Wasteful  Welfare  Administration 

Sir:  Re  your  editorial  comments 
on  our  insane  welfare  programs  and 
their  inept  and  wasteful  administra- 
tion (Fact  <b  Comment,  Oct.  1).  They 
were  on  target  but  what  do  you  pro- 
pose for  the  myriad  bureaucrats  who 
would  flood  a  stagnated  private  sec- 
tor job  market  practically  bereft  of 
any  marketable  skills  or  expertise?  In 
all  probability  they  would  be  expe- 
ditiously apportioned  to  sundry  bu- 
reaucratic niches  (where  they  might 
possibly  do  even  more  harm)  with  no 
relief  to  our  increasingly  outrageous 
government  budgets. 

— B.A.  Sample  Jr. 
Guntersville,  Ala. 

Shrewd  Bargain  Hunters? 

Sir:  Re  your  article  on  Ocean  City, 
Md.  (Oct.  i).  I  assure  you  that  those 
unsold  condominiums  won't  last  long 
—there  are  too  many  shrewd  bargain 
hunters  around. 

—Harry  W.  Kelley 

Mayor, 

Town  of  Ocean  City 

Ocean  City,  Md. 

Financial  Bed-Panning? 

Sir:  Your  Fact  &  Comment  observa- 
tion: "Wouldn't  we  be  wise  to  take 
this  leaf  from  Norway's  book?  .  .  . 
One  cannot  even  be  considered  for 
admission  to  medical  school  until  he 
or  she  has  served  a  year  as  an  order- 
ly—a year  at  bed-panning  ...  in  a 
hospital,"  was  reprinted  recently  in 
Modern  Medicine.  In  view  of  the 
track  record  of  financial  consultants 
in  recent  years,  it  would  seem  to  me 
that  before  someone  can  put  himself 
forth  as  a  guru  in  the  economic  and 
investment  field,  he  ought  to  be  able 
to  prove  independently  that  he  is  ca- 
pable of  managing  his  own  affairs  for 
a  previous  five  years. 

—J. P.  Murphy,  M.D. 
Bethesda,  Md. 

Some  Assumption 

Sir:  Your  article  on  MCI  (Sept. 
1)  implied  that  AT&T's  private-line 
competitors  are  only  after  Bell's  most 
profitable  customers  and  stated  that 
large  users  will  save  money  but  near- 
ly everyone  else  could  end  tip  pay- 
ing more."  AT&T's  own  figures  show 
that  its  rate  of  return  on  private-line 
service  is  the  lowest  of  all  its  inter- 
state services— about  5%  vs.  9%  For 
conventional  long-distance  calls.  Since 
AT&T's  overall  rate  of  return  is  in  ex 

cess  of  8%,  it  seems  that  businessmen 
and  others  who  dial  long-distance 
calls  are  currently  subsidizing  Hell's 
private  customers,  and  that  il  Hell 
were  to  lose  some  of  its  private-line 

business,    the   circuits    that    would    he 
(Continued  on  pagB  ' 
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]mi«k  or  EKCEllENCEl 


¥>w  dorit  have  to  pamper  a  Cadillac. 


It  pampers  you. 

That  doesn't  mean  Cadillac 
owners  don't  love  their  Cadillacs. 
They  do.  And  they  take  goodcfare 
of  them— as  witnessed  by  Cadillac 
resale  value,  consistently  the  highest  of 


any  U.S.  luxury  car  make. 

But  a  Cadillac  owner  knows 
what  a  Cadillac  can  do.  So  he  might 
put  it  to  the  test.  And  so— in  the  real 
world— you  might  find  a  Cadillac 
in  a  situation  like  this. 


Because  a  Cadillac  is  engineered  to 
take  life's  ups  and  downs.  And 
still  give  back  comfort,  luxury  and 
enjoyment.  Without  pampering. 
You  don't  pamper  it. 

It  pampers  you. 


If  yoti  Ve  had  problems  getting  through 

to  your  international  bank* 

maybe  it's  in  the  wrong  place. 


. 


The  Barclays  International  Group 
and  its  associates  have  over  1,800 
offices  worldwide.  More  than  seventy 
in  the  United  States  alone.  More  than 
thirty  on  the  continent  of  Europe. 
More  specialist  international  branches 
in  the  UK  than  any  other  bank,  too. 

If  you  do  business  abroad,  or  are 


planning  to,  we  can  help  you  there 
or  here. 

Talk  to  us  through  your  nearest 
Barclays  branch  manager  or,  directly, 
at  any  of  the  Barclays 
International  addresses 
below. 


United  States 

BARCLAYS  BANK 
INTERNATIONAL  LTD. 

Group  Loc.il  Director's  Office 

Eastern  U.S.A. 

200  Park  Avenue 

New  York,  New  York  10017 

New  York  Branch 

120  Broadway 

New  York,  New  York  10005 


BARCLAYS  BANK  OF 
NEW  YORK 

Manhattan  Region 

300  Park  Avenue  Branch 
New  York,  New  York  10022 

9  West  57  Street  Branch 
New  York,  NewYork  10019 

Westchester  Region 

491  Main  Street  Branch 

New  Rochellc,  NewYork  10802 


BARCLAYS  BANK  OF 
CALIFORNIA 

Head  Office  &.  International  Branch 

111  Pine  Street 

San  Francisco,  California  -Mill 

Santa  Clara  Valley  Region 

San  lose  Main  Branch 

3550  Stevens  Creek  Boulevard 

San  lose,  California  °5150 

Santa  Barbara  Region 

Santa  Barbara  Branch 

900Chapala  Street 

Santa  Barbara,  California  °3101 

Southern  California  Re 

''. ngelc-.  International  1     inch 
641  South  Spring  Slro-I 
Los  Angeles,  California  91 

1025  East  Orangethorpe  A  I, 

Anaheim,  California  92801 


MASSACHUSETTS 

Ban  lays  Bank  Intcrn.ition.il  I  td 

110  Tremont  Street 

Boston,  Massachusetts  02108 

ILLINOIS 

Barclays  Bank  International  I  td 
208  South  LaSalle  Street 

Chicago,  Illinois  60690 


And  68  other 
countries,  too. 


BARCLAYS 
International 


The  one  international  bank 
for  all  your  international  business. 


Anguilla,  Antigua, 
Argentina,  Australia 
Bahamas,  Barbados, 
Belgium,  Belize,  Bequia, 
Bermuda   H 

Brazil.  C  ameroun,  Canada, 
i   .ii  i  i.imu,  Cayman 
Islands,  <   ypru  I,  Denmark, 
i  (on  |      i  r.inCC, 

( >ei  many,  Ghana, 
Cibralta    Gi 


Guyana,  Hong  Kong, 
Indonesia.  Ii  an, 

Im.m  I,  Italy,  lam 
lap, in,  Kenya, 

Lesotho,  Malawi, 

Malaysia,  Malta, 

Maui  itiut,  Monai  o, 

i    Ni  therlands 
Netherlands  Antilles,  New 
Hebi  Idt    New  Zealand, 
i,  Philippl 


Rhodesia,  St   Kitti  and 
Nevis,  si   I  m  i.i.  Si    I  homai 
Si  Vim  eni   Se\  i  hclln, 
Siei  i a  I  nun    Singai 

South  Ali  Ii  a    Si  'nili  West 

Africa 

Switzei  land   H  n  tola 

1 1  mill. nl  ami   1 » •  I 
I  in  ks  ami  (   .in 

I  i   I  'nil.  J  Is  Ingi 
1 1 1 1 i 1 .  i 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


LOW  STOCK  MARKET  VOLUME  IS  GOING  TO  TOPPLE 


many  brokerage  houses,  mostly  the  smaller  ones. 

As  is  endlessly  the  case,  good  intentions  are  produc- 
ing bad  results.  Doing  away  with  fixed  commissions  was 
intended  to  aid  the  investor,  and  the  results  have  cer- 
tainly been  lower  commissions  for  everyone— except  the 
Little  Guy. 

When  volume  was  high,  it  concealed  the  hemorrhaging 
of  brokers'  profits.    Now,  with  stock  transactions   in   the 


doldrums,  the  outlook  for  too  numerous  outfits  is  dismal. 

When  the  current  savage  shakeout  is  over,  most  big- 
gies will  be  bigger  than  ever  and  a  few  nimble  smaller 
institutional  specialists  will  still  be  around.  There  will  be 
less  competition,  less  liquidity  and  less  of  most  of  the 
things  well-intentioned  reformers  had  in  mind. 

Unless  volume  on  the  stock  exchange  soon  soars,  many 
Wall  Street  firms  will  be  anything  but. 


FOR  A  BROKE  NEW  YORK 


Perhaps  a  most  effective  and  least  expensive  way  for 
Washington  to  resuscitate  New  York  City— and  thus  New 
York  State  and  all  the  other  state  and  municipal  dominoes, 
too— would  be  to  announce  that  the  U.S.  Treasury  will 
accept  interest  coupons  from  New  York  City  and  M.A.C. 
bonds  in  payment  of  individual  or  corporate  income 
taxes.  With  limitations  on  the  amount  per  individual  or 
corporation,  and  on  the  time  span  covered  (say,  for  a  two- 
or  three-year  period),  such  a  step  would  instantly  make 


the  market  for  these  bonds  viable,  make  new  sales  possible. 
With  this  form  of  aid  tied  to  requirements  for  a  balanced 
City  budget  by  1978,  the  whole  structure  of  state  and 
municipal  financing  would  be  restored,  and  at  considerably 
lower  interest  rates.  Even  if  it  became  necessary— after  de- 
fault and  court  action— to  replace  bonds  due  with  others 
of  longer  duration,  there  still  would  be  a  stronger  market 
for  them.  It's  the  tax  exemption  feature  that  has  been 
municipals'  principal  appeal. 


CONCORD  FOR  THE  CONCORDE 


Banning  the  Concorde  from  Kennedy  Airport  would  be 
unwarranted,  mean  to  the  point  of  demeaning  the  United 
States  not  only  in  the  eyes  of  the  justiy  proud  French,  but 
the  rest  of  the  world. 

Regardless  of  the  merits  of  the  arguments  of  the  ecol- 
ogists,  tb  land  at  JFK  the  Concorde  need  not  overfly 
any    U.S.    land    or    sky    except    for    the    tiniest    fraction. 


The  Concorde  is  a  stupendous  achievement  for  France, 
aided  somewhat  reluctantly  by  Britain.  In  an  economic 
sense,  this  supersonic  plane  will  never  "fly,"  but  let 
economics,  not  miserable  politics,  determine  the  extent 
of  its  success  and  future. 

This  country's  too  great  to  be  so  little  as  to  ground  the 
Concorde  gratuitously. 


IS   KILLING  POLICE  NO  CRIME 


in  the  15  European  countries  who  recalled  their  Spanish 
ambassadors  because  five  guerrillas  were  executed  after 
being  found  guilty  of  killing  Spanish  police? 

Whether  or  not  you  like  the  Franco  regime— I  don't 
—is  not  the  point.  The  regime  will  die  when  he  does, 
which  obviously  can't  be  that  far  in  the  future. 

But  does  intense  dislike  of  a  regime  justify  other  gov- 


ernments' supporting  and  encouraging  the  murder  of  po- 
licemen by  terrorists?  It's  hard  to  believe  the  governments 
of  Britain,  Denmark,  East  Germany,  West  Germany,  Nor- 
way, the  Netherlands,  Belgium,  France,  Italy,  Luxem- 
bourg, Sweden,  Austria,  Switzerland,  Finland  and  Greece 
would  tolerate  domestic  political  opponents  killing  the 
cops  on  their  corners. 
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IT'S   TOO  BAD 

has  nothing  to  say  about  the 
balance,  or,  rather,  the  lack  of 
it  in  her  till. 

The  current  dollar  bill  signer, 
Francine  I.  Neff,  is  active,  at- 
tractive and  wise— to  wit,  she 
has  suggested  that  the  United 
States  shift  from  printing  its  cur- 


THE  TREASURER  OF  THE  U.S. 


1MI 


r\i m~  n  r\  r 


rency  in  green  to  turning  it  out 
in  red,  thus  reminding  people  of 
our  ever  vaster  federal  deficit. 
And,  in  a  nutshell,  she  explains 
the  seeds  of  the  inflation  that 
plagues  us:  "We  charged  our 
war  in  Vietnam.  We  didn't  pay 
for  it." 


TOWERING  MONUMENTS  TO 

New  York's  famed  skyline  is  literally  dwarfed  by  the 
gigantic  new  New  York  Port  Authority  twin  towers.  Those 
with  even  the  slightest  knowledge  of  their  genesis  and 
the  havoc  these  towers  have  wrought  look  at  them  with 
wonderment,  with  awe  not  for  the  accomplishment  of 
architects  and  builders,  but  for  the  colossal  blunders  in 
"thinking"  which  led  to  their  construction. 

Before  these  incalculably  costly  buildings  were  built, 
the  Port  Authority  of  New  York  and  New  Jersey,  an  in- 
dependent agency  set  up  in  1921  to  solve  the  area's  trans- 
portation problems,  used  to  be  a  Money  Machine.  Vast 
toll  surpluses  from  its  bridges  and  tunnels  financed  need- 
ed new  air  terminals,  new  bridges  and  additional  tunnels. 
The  New  York  real  estate  business  was  a  viable  one;  new 
office  buildings  multiplied,  and  all  concerned  with  the 
building  trades,  rentals  and  all  the  ramifications  of  a  vi- 
brant real  estate  business  prospered. 

Then  came  these  Twin  Monsters  with  their  tax-exempt 
status,  and  overnight  the  city  turned  out  to  be  vastly 
overbuilt.  Banks  were— are— stuck  with  all  manner  of  loans 


MONUMENTAL  MISJUDGMENT 

to  underrented  edifices  throughout  the  area.  Office  con- 
struction has  mostly  dried  up. 

The  Twin  Monsters,  too,  are  far  from  fully  rented,  yet 
spending  on  'em  goes  on  and  on.  The  latest  proposal  for 
this  World  Trade  Center  is  to  spend  $20  million  to  set  up 
restaurants  in  their  tops,  including  $6  million  for  a  pri- 
vate club.  Those  in  charge  have  not  as  yet  agreed  to 
spend  the  estimated  $30  million  for  sprinkler  systems  which 
the  New  York  Fire  Commissioner  would  like  to  see  in- 
stalled to  insure  that  the  Twin  Monsters  can't  be  tower- 
ing infernos.  They  further  tax  inadequate  downtown  rap- 
id transit  systems,  further  choke  traffic-strangled  streets, 
waste  energy  (to  light  one  room,  a  fourth  of  the  floor  must 
be  turned  on). 

Someone  has  even  suggested  that  the  only  solution  to 
the  problems  they  have  created  would  lie  in  demolish- 
ing them. 

They'll  remain,  of  course,  as  long  as  New  York  does. 

Permanent  reminders  that  some  mistakes  can  be  colos- 
sal if  the  Mistaken  have  clout  enough. 


WOMEN  DON'T  HAVE 

Surprise!  (I  was  tempted  to  say,  happy  surprise!) 
Many  of  us  have  long  been  under  the  impression  that 
women  own  the  majority  of  U.S.  wealth,  mostly  inherited 
by  spouses  who  seem  to  long  and  mostly  outlive  their 
mates.  On  a  Barbara  Walters  TV  panel,  I  referred  to  this 
"fact"  and  was  taken  to  task  by  an  angry  listener  who 
wrote  that  this  "old  wives'  tale"  was  based  on  a  some- 
time-ago  count  of  how  many  female  us.  male  sharehold- 
ers there  were  of  stocks  listed  on  the  New  York  Stock 
Exchange— "If  they  had  considered  values  of  these  stock 
holdings,  they  would  have  seen  how  fallacious  their  find- 
ings were." 


MOST  OF  THE  DOUGH 

The  latest  statistics  indeed  do  show  that  U.S.  men  in 
toto  are  richer  than  our  collective  ladies: 

Male  shareowners  (50.1%)  outnumber  female  share- 
owners  (49.9%)  slightly,  according  to  the  latest  available 
figures  from  the  New  York  Stock  Exchange  (1970).  Also, 
the  latest  figures  from  the  Internal  Revenue  Service 
(1969)  show  that  5.6  million  males  own  a  total  wealth  of 
$922  billion  vs.  3.4  million  females  with  $658.7  billion. 

As  a  semichauvinistic  male  relic,  I  have  to  confess  in 
this  Time  of  Female  Lib  that  it's  some  comfort  to  know 
we  are  at  least  still  in  charge  of  the  majority  of  the 
purses,  though  not,  naturally,  the  strings. 


GRACEFUL  REGRET 

Forbes  recently  had  occasion  to  entertain  abroad  and,      regretting  wrote,  "Unfortunately,  I  must  regret  for  reasons 
of  course,  the  invitations  required  an  answer.  One  of  those      independent  of  desire."  Nice,  don't  you  think? 


A  BORE 

Someone  who  persists  in  holding  to  his  own  views 
after  we  have  enlightened  him  with  ours. 
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A   BORE 

One  who  consistently  changes  his  own  views 
to  conform  with  ours. 

-MALCOLM  S.  FORBES, 

Editor-in-Chicl 


Other  Comments. 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


How  High  Can  You  Get? 

.  .  .  Nor,  it  seems,  does  either  Rea-  . 
gan  or  Wallace  find  unsettling  the 
strong  probability  that  their  running 
together  might  assure  the  election  of 
the  sort  of  candidate  they  profess  to 
despise  most.  Both  seem  capable  of 
rising  above  the  principles  they  pro- 
claim. 

—Richard  H.  Rovere, 
The  New  Yorker. 

Monotony's  Easier 

The  problems  of  low  morale  and 
numbing  monotony  surrounding  pro- 
duction-line work  have  been  of  con- 
siderable concern  in  U.S.  industry.  One 
alternative  often  cited  by  various  work 
reformers  is  the  team-assembly  con- 
cept pioneered  by  the  Swedish  auto- 
makers Saab  and  Volvo.  ...  A  group 
of  Detroit  engine-plant  employees 
tried  the  Swedish  way  by  working  at 
a  Swedish  auto  company.  .  .  .  Team 
members  decide  among  themselves 
who  will  work  on  what  part  of  the  en- 
gine, and  some  of  the  Americans  wel- 
comed this  change  from  assembly-line 
routine.  Herman  Lommerse,  53,  a  Cad- 
illac engine-plant  worker,  felt  as  if 
they  were  "building  little  toys."  But 


his  colleagues  found  the  pace  of  work 
unexpectedly  fast.  Said  Joe  Rodri- 
quez,  36,  a  ten-year  Ford  employee: 
"If  I've  got  to  bust  my  ass  to  be 
meaningful,  forget  it;  I'd  rather  be 
monotonous."  —Time. 

Forgetting  Deadlines 

.  .  .  Perhaps  it  was  the  lure  of  the 
basic  theme  of  Mark  Twain's  greatest 
book,  Huckleberry  Finn,  that  drew 
my  neighbor  and  me  back  to  the 
Mississippi.  Near  St.  Louis  we  built 
a  raft  and  shoved  off  from  the  shore, 
headed  downstream.  .  .  .  [As  we 
drifted  we  wondered]  is  there  room 
for  a  Huck  Finn  freedom  in  today's 
fast-paced  urban  stream?  Are  we  los- 
ing sight  of  that  need  Twain  recog- 
nized, "to  relax  and  renew"? ...  as 
Huck  put  it,  "everything's  so  awful 
regular  a  body  can't  stand  it." 

My  mind  flashed  back  to  the  pre- 
vious day,  when  our  raft  drifted  below 
Herculaneum,  Missouri.  As  we  came 
directly  opposite  the  town,  youngsters 
began  detaching  themselves  from  the 
houses  and  lawns  high  above  until 
they  stood,  tiny  dots  against  the  high 
bluffs,  to  watch  our  passage.  A  shout 
drifted  down: 

"where  did  you  sta-a-r-r-rt?" 


"ST.    LO-O-O-U-IS!" 

Silence  drifted  with  us  for  several 
seconds,  and  then  .  .  . 

"how  far  are  you  go-o-i-i-ng?" 
We  were  moving  farther  apart  with 
each  shout.  Long  explanations  about 
jobs,  of  deadlines,  domestic  duties, 
and  the  hundreds  of  responsibilities 
that  nag  at  modern  man  would  soon 
be  impossible.  I  simplified  my  answer: 
"until  we  get  tired  of  i-i-i-it!" 
No  response  floated  back  and  I 
wondered  if  they  had  understood.  I 
cupped  my  hands  once  again,  when 
suddenly  a  strange  sound,  so  unex- 
pected it  startled  us,  came  rattling 
down  the  bluff  and  across  the  water. 
It  was  the  sound  of  small  hands 
clapping. 

—Noel  Grove, 
National  Geographic. 

Overblessed 

The  sporting  scene  is  blessed  these 
days  with  110  teams  of  supposedly 
major-league  rank  scattered  across 
eight  leagues  and  numerous  confer- 
ences and  divisions  in  baseball,  foot- 
ball, basketball  and  ice  hockey.  This 
is  not  exactly  a  renaissance;  in  fact, 
many  feel  it  is  a  royal  mess. 

—Joseph  Durso. 


NEW  YORK  CITY'S   DIRE   FINANCIAL   STRAITS 


provide  a  stark  lesson  on  how  frag- 
ile can  be  the  financial  checks, 
balances  and  guarantees  that  are 
written  into  law. 

Observing  the  law,  New  York" 
City  and  New  York  State  should 
never  have  come  close  to  the  di- 
sasters they  now  face.  There  were 
plenty  of  provisions  and  prohibi- 
tions on  the  books  that,  if  observed 
in  letter  and  spirit,  would  have  kept 
the  Big  Apple  and  Albany  from 
such  a  wretched  state. 

The  Great  Depression  nearly 
bankrupted  New  York  City,  and 
out  of  that  harrowing  experience 
came  a  number  of  financial  reforms. 
But  as  the  years  went  on,  they 
were  observed  only  in  the  breach. 

The  city  set  up  a  so-called  "rainy 
day"  fund  to  provide  a  cushion  for 
fiscal  emergencies  such  as  those  of 
the  early  1930s.  Every  year  the 
city  had  to  contribute  money  to 
the  fund,  money  that  the  city  could 
not  then  touch  except  under  strict 
conditions.  By  the  early  1960s,  the 
fund  had  over  $150  million  (a  big 
sum  even  for  New  York  in  those 


by  M.S.  Forbes  Jr. 

days),  but  ways  were  soon  found 
to  avoid  contributions  and,  shortly 
thereafter,  the  fund  itself  was  raid- 
ed and  depleted. 

Take  pensions.  By  law,  the  city 
is  supposed  to  update  its  actuarial 
tables  every  five  years.  In  reality, 
the  tables  haven't  been  revised 
since  World  War  I.  Thus  the  city 
could  make  absurd  pension  prom- 
ises and  hide  their  true  costs. 
(Even  so,  the  city's  pension  and  So- 
cial Security  expenses  almost  match 
New  York's  well-publicized  out- 
lays for  welfare. ) 

While  the  city  was  making  a 
mockery  of  the  law  during  the 
1960s,  the  state's  governor,  Nelson 
Rockefeller,  was  making  a  few  end 
runs  himself.  By  law,  New  York 
voters  must  approve  all  new  bond 
issues.  Trouble  was,  the  voters  kept 
turning  down  Rocky's  building 
schemes,  and  so  the  Governor,  with 
the  aid  of  municipal  bond  expert 
John  Mitchell,  invented  the  "moral 
obligation"  bond.  This  enabled 
Rocky  to  set  up  state  agencies  that 
could  issue  long-term  debt  without 


voter  approval  and  without  any  ef- 
fective ceiling. 

As  a  result,  the  state's  guaran- 
teed and  nonguaranteed  debt 
soared  from  $2.7  billion  in  1966 
to  over  $  14  billion  today. 

In  1968  New  York  Mayor  John 
Lindsay  faced  an  illegal  garbage 
strike  and  he  asked  Rockefeller  to 
send  in  the  National  Guard.  Rocke- 
feller refused,  and  instead  took  the 
negotiations  out  of  Lindsay's  hands 
and  gave  the  unions  pretty  much 
what  they  wanted. 

During  his  tenure.  Gov.  Rocke- 
feller signed  into  law  bills  that  al- 
lowed the  city  to  charge  current 
expenses  to  its  capital  budget. 
(The  city  does  so  to  the  amount  of 
$800  million  a  year.) 

As  a  result  of  New  York's  trou- 
bles, there  will  probably  be  a  spate 
of  reformist  legislation.  But  experi- 
ence shows  that  new  laws  are  no 
solution  unless  enforced  in  both 
letter  and  spirit. 

In  New  York,  they  were  not,  and 
New  York's  citizens  and  the  rest  of 
us  will  be  paying  the  price. 
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Products  Liability  Insurance. 

!  Because  to  err  is  human, 
nd,  unfortunately,  expensive. 


It's  not  uncommon  for  a  court  judgment  to  go  against  a  company  to  the  tune  of 
five  hundred  thousand  dollars.  Or  one  million.  Or  even  two. 

And  it's  lawsuits  like  these  that  can  seriously  jeopardize  a  company's  well-being.  Often 
they're  caused  by  the  tiniest  manufacturing  flaw  in  a  company's  product. 

Which  is  why  it  makes  good  sense  to  talk  to  Alexander  &  Alexander  about 
Products  Liabilty  Insurance.  As  one  of  the  world's  leading  insurance  brokers,  we'll  calculate 
your  risks  and  perhaps  suggest  ways  to  improve  your  quality  control.  And  help  lessen 
the  chance  of  a  lawsuit  ever  occurring. 

Products  Liability  Insurance.  Even  if  you  have  it,  we'll  evaluate  the  extent  of  your 
exposure  to  make  sure  you  have  the  proper  coverage. 

If  your  insurance  broker  isn't  advising  you  on  this  important  coverage,  maybe 
you've  outgrown  him.  And  maybe  you  should  talk  to  us. 

Alexander  &  Alexander  Inc.,  Information  Services,  Dept.  B,  1185  Avenue  of  the 
Americas,  Neiv  York,  N.Y.  10036.  A|aVoi%/Ja» 
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Signals 
From  The  Fed 


Everyone  knows  the  banks 
are  loaded  with  bad  loans. 
But  not  everyone  realizes 
how  determined  the  Fed  is 
to  see  them  through. 

The  press  is  full  of  scare  stories 
about  the  banks.  Losses  from  real  es- 
tate investment  trust  loans.  Tanker 
loan  losses.  W.T.  Grant.  New  York 
City  and  State.  New  York  City  bank 
stocks  recently  were  back  down  close 
to  their  1974  lows— and  those  were 
low  indeed.  The  average  bank  stock 
last  month  sold  at  anywhere  from  five 
to  six  times  earnings. 

The  situation,  however,  isn't  all 
bad.  Quite  obviously  the  Federal  Re- 
serve System,  the  Government  itself, 
cannot  permit  major  banks  to  fail.  The 
Fed,  fortunately,  has  the  power  and 
the  obligation  to  prevent  it.  There 
will  be  further  scares.  But  most  of  the 
horror  stories  won't  come  true. 

There  were  signs  last  month  that 
the  Fed  was  moving  quietly  but  de- 
terminedly to  keep  the  banks  both 
solvent  and  healthy.  The  Fed  eased 
the  rate  on  federal  funds  from  6%-6%% 
to  5&%-6%,  and  it  reduced  reserve  re- 
quirements against  long-term  time  de- 
posits. The  two  moves  together  will 
eventually  pump  about  $2  billion  in 
extra  lending  power  into  the  banking 
system.  (The  reduced  Fed  rate  will 
encourage  banks  that  are  short  of  re- 
serves to  borrow  from  banks  that  have 
excess  reserves;  the  lower  reserve  re- 
quirement permits  extra  lending 
against  the  same  volume  of  reserves.) 

The  conventional  interpretation 
was  that  the  Fed  was  providing  funds 
to  help  finance  economic  recovery 
and  for  its  usual  seasonal  adjustments. 
But  there  was  another  way  of  read- 
ing the  Fed  moves.  American  Bank- 
er's well-informed  financial  editor, 
Ben  Weberman,  wrote:  "Actions  of 
the  Federal  Reserve  in  the  past  fort- 
night to  ease  credit  modestly  are  de- 
signed primarily  to  restore  faith  in 
the  banking  system  and  not  ...  to 


Santa  Claus.   If  the   Fed's  Arthur   Burns   has  his 
way,  banks  will  have  Merry  Christmas  earnings. 


pump  up  a  sagging  economy.   .  .   . 

Restore  whose  faith?  Investors'— to 
an  important  degree.  Especially  those 
who  hold  certificates  of  deposit  and 
need  assurance  that  the  banks  will  not 
be  dragged  down  by  loan  losses.  But 
also  equity  and  debt  investors,  be- 
cause the  banking  system  badly  needs 
infusions  of  long-term  capital  if  it  is 
to  finance  a  prosperous  economy. 

These  two  Fed  moves,  small  in 
themselves,  are  squarely  in  the  direc- 
tion of  making  lending  more  profit- 
able for  the  banks:  In  the  one  case,  it 
makes  it  cheaper  for  them  to  borrow 
Federal  funds;  in  the  other  it  enables 
a  given  volume  of  CDs  to  support 
extra  borrowing.  The  Fed  is  signaling 
to  the  banks:  We  want  you  to  make 
money— not  only  to  counteract  your 
loan  losses  but  to  help  you  to  raise 
capital  again. 

Says  one  leading  bank  analyst: 
"Net  interest  margins  have  already 
been  widening  in  the  second  and 
third  quarter  and  they  are  still  widen- 
ing." Thanks  to  those  healthy  mar- 
gins, many  banks  have  been  report- 
ing higher  earnings  this  year  in  spite 
of  steadily  rising  write-offs  for  bad 
debts.  Says  Paul  Nadler,  professor  of 
banking  at  New  Jersey's  Rutgers  Uni- 
versity: "The  Fed  wants  to  see  the 
banks  make  good  money." 

The  Fed  is  not  simply  playing 
Santa  Claus.  It  recognizes  that  the 
banking  system  has  been  strained  by 


loan  losses  and  by  depressed  bond 
portfolios  as  well.  It  will  be  strained 
further  in  coming  months.  Reinvested 
profits  have  not  kept  pace  with  loan 
growth,  with  the  consequence  that 
capital  has  been  stretched  somewhat 
thin.  By  encouraging  higher  profits 
for  the  banks,  the  Fed  would  enable 
them  to  improve  their  capital  posi- 
tions both  through  reinvestment  and 
by  making  bank  capital  offerings  at- 
tractive again  to  investors. 

The  banking  system  may  yet  be  in 
for  further  shocks.  New  York  City  is 
very  far  from  out  of  trouble,  and  real 
estate  loan  losses  will  continue  to 
mount.  But  if  this  interpretation  is 
correct,  the  banking  system  is  in  no 
danger,  and  some  bank  stocks  may 
well  be  bargains.  Which  bank  stocks? 
Better  profit  margins  would  certainly 
improve  the  position,  of  overextended 
banks.  However,  the  most  solid  bene- 
fits might  well  be  for  those  banks  that 
will  not  have  to  offset  higher  loan 
losses— in  essence,  the  more  conserva- 
tive banks. 

One  of  the  nation's  leading  au- 
thorities on  bank  stocks  has  this  to 
say:  "Bank  stocks  as  a  whole  are 
cheaper  than  they  were  just  prior  to 
the  bank  holiday  in  1933.  Cheaper  in 
relation  to  book  value,  to  earnings,  to 
yield.  But  there  isn't  going  to  be  any 
bank  holiday  this  time. 

"The  banks  will  be  accommodated 
by  the  Fed."  ■ 
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"What  This  Country  Needs 
Is  A  Good  $5  Steak" 

You  will  be  listening  to  a  lot  of  bull  about  beef. 


I  in  country's  hard-pressed  beef  bar- 
ons are  about  to  launch  a  $25-mil- 
lion  advertising  campaign  to  encour- 
age Americans  to  eat  more  meat. 
You'll  be  seeing  ads  countering  the 
beef  boycott  and  the  cholesterol 
"scare"  next  year— as  soon  as  a  cattle- 
men's referendum  approves  the  plan. 

The  nation's  250,000  cattle  ranch- 
ers are  in  trouble.  Though  beef  con- 
sumption—estimated at  120  pounds 
per  capita— is  still  growing,  higher 
grain  prices  have  driven  up  the 
ranchers'  costs.  Many  are  about  to  be 
squeezed  right  out  of  business. 

In  desperation,  the  cattlemen  ran 
to  Washington,  D.C.,  pushing  a  bill 


that  would  compel  producers  to  kick 
in  money  (over  $1  a  head)  for  each 
cow  slaughtered.  The  funds— as  much 
as  $50  million  a  year— would  go  to  a 
producer-run  Beef  Board,  which 
would  support  ads  and  research. 

"It's  just  like  selling  General  Mo- 
tors cars  or  Marlboro  cigarettes,"  says 
Creede  Speake,  a  rancher  from  Milo, 
Okla.  "This  should  eliminate  some  of 
the  ups  and  downs  in  our  industry." 

But  is  beef  promotion  a  proper  ac- 
tivity for  the  Federal  Government— 
when  some  people  think  that  we 
should  eat  less  meat  and  use  the  extra 
grain  to  feed  humans?  And  when  the 
Government   spends   millions   to   find 


out  what  causes  cancer  and  heart  dis- 
ease, while  many  researchers  think 
our  high-beef  diet  plays  a  role? 

Secretary  of  Agriculture  Earl  Butz, 
a  free  enterpriser,  has  doubts:  "Pro- 
motion is  a  great  thing,  but  it  should 
be  voluntary,"  rather  than  mandated 
by  law.  For  example,  Florida  growers 
voluntarily  underwrite  Anita  Bryant's 
TV  commercials  for  orange  juice.  Butz 
likens  the  proposed  Beef  Board  to  a 
similar  cotton  fund:  "The  cotton  peo- 
ple have  a  $10-million-a-year  check- 
off—some call  it  a  ripoff." 


Nowhere  To  Go  But  Down? 


This  is  the  year  Toyota  will  become 

the  top  auto  importer  to  the  U.S. 

It  may  also  be  the  company's  last  hurrah. 


There  is  an  upstairs-downstairs  men- 
tality at  the  two-story  headquarters 
of  Toyota  Motor  Sales  U.S.A.  in  Tor- 
rance, Calif,  that  seems  to  carry  over 
into  the  company's  operations. 

The  first  floor  features  sales-office 
linoleum,  a  coffee  machine  and  a  U.S. 
wall  map  in  Norman  Lean's  office 
with  flags  for  Toyota's  968  dealers 
that  seems  to  shout  at  you.  Lean,  Toy- 
ota's general  operations  manager,  is 
bouncing  in  his  chair.  "Wow!  What 
an  exciting  time!  It  gives  you  a  real 
good  feeling  to  have  been  a  pioneer 
in  making  the  small  car  the  thing. 
Chevrolet's  Chevette  is  a  real  endorse- 
ment for  us." 

The  quiet  second  floor  has  plush 
carpets  and  tea  service  by  a  pretty 
Japanese  secretary;  the  U.S.  wall 
map  is  obscured  by  a  tasteful  bam- 
boo curtain.  Toyota  Motor  Sales'  new 
president,  Isao  Makino,  squinches 
down  in  his  chair.  "The  Chevette  is 
nice,"  he  says,  speaking  through  an 
interpreter,  "but  it  is  made  to  the 
same  concept  we  have  had  for  our 
cars.  It  is  a  direct  conflict." 

If  Lean  is  taking  a  typical  sales- 
man's positive  approach  to  the  new 
challenge,  Makino  is  probably  taking 
a  more  realistic  one.  If  anyone  is  hurt 
by    General    Motors'    new    Chevette, 
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it  may  well  be  Toyota,  "the  GM  of 
Japan."  Chevette's  introduction  threat- 
ens to  spoil  Toyota's  triumph  this 
year,  when  almost  surely  it  will  final- 
ly beat  Volkswagen  to  become  the 
leading  automobile  importer  into  the 
United  States. 

Even  Lean,  the  optimist,  is  not  talk- 
ing of  sales  growth  these  days.  With 
a  graph  showing  flat  sales  for  the 
past  five  months,  Lean  talks  about 
"stabilizing  the  situation."  Makino  puts 
it  more  glumly:  "Our  first  job  is  to 
survive  here." 

Toyota  worked  hard  for  the  success 
it  achieved  in  the  U.S.  When  it  re- 
entered the  U.S.  passenger  car  mar- 
ket in  1965  with  the  $1,800  Corona 
(after  a  flop  in  the  Fifties),  it  set  up 
separate  assembly  lines  in  its  Nagoya 
plant  for  U.S.  production.  Its  top  en- 
gineers donned  coveralls  to  work  with 
their  hands  in  the  first  dingy  Holly- 
wood dealership.  It  was  an  exercise 
in  Japanese  thoroughness.  The  goal 
was  to  do  in  three  years  what  Volks- 
wagen did  in  six:  push  its  car  near  the 
top  of  the  import  group  by  making  it 
attractive  to  the  average  American. 

To  get  a  fast  start,  Toyota  piggy- 
backed, pairing  with  established  GM 
and  foreign  import  dealers  along  the 
West   Coast.    There   were   fat   allow- 


ances for  volume  builders.  Sales  were 
6,400  cars  in  1965;  38,100  in  1967. 

To  go  nationwide  quickly,  Toyota 
decided  to  set  up  a  network  of  large 
regional  distributors  in  the  Midwest 
and  East.  Rival  Datsun  (Nissan  Mo- 
tors), also  moving  into  the  U.S.  mar- 
ket, decided  instead  to  have  direct 
factory  distributors  and  to  own  a  large 
number  of  dealerships.  "But  we  felt 
the  independents,  knowing  their  areas 
better,  could  get  us  market  penetra- 
tion and  higher  volume  much  faster," 
says  Shoji  (George)  Hattori,  who  had 
headed  Toyota  U.S.A.  until  three 
years  ago. 

In  awarding  distributorships,  Toyota 
tried  to  insulate  itself  from  U.S.  pro- 
tectionism; it  looked  for  men  with  at 
least  $5-million  lines  of  credit— and 
political  clout.  The  Mid-Atlantic  Toy- 
ota operation  was  taken  over  by  Fred 
R.  Weisman,  formerly  Hunt  Foods 
Inc.  president;  former  California  Gov- 
ernor Edmund  (Pat)  Brown  and  Nor- 
ton Simon  boss  David  Mahoney  were 
directors.  Thomas  Friedkin,  an  owner 
of  Pacific  Southwest  Airlines,  got  Gulf 
States  Toyota.  George  A.  Butler,  a  for- 
mer GM  dealer  close  to  Senator  Ed- 
ward Kennedy,  took  over  the  New 
England  distributorship. 

Too  Eager? 

Toyota's  quest  for  "influential"  con- 
nections, however,  sometimes  crossed 
over  the  line.  The  respected  Chicago 
Crime  Commission  charged  in  1968 
that  the  president  and  two  directors 
of  the  large  Midwest  distributorship, 
Amco  Industries,  had  been  IriendK 
with  organized  crime  figures.  Also,  one 
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There's  another  parallel,  too, 
though  Butz  didn't  mention  it.  The 
meat  fund  resembles  the  Highway 
Trust  Fund  (see  p.  74) -self -perpet- 
uating, government-sanctioned  and 
probably  unnecessary. 

Because  of  rather  widespread  op- 
position, most  Washington  experts 
didn't  expect  the  Beef  Promotion  & 
Information  Act  to  get  anywhere  in 
Congress.  They  were  wrong,  of 
course.  The  bill  is  now  headed  for 
the  Senate  after  passing  the  House 
with   classic   special-interest   support. 

House  Speaker  Carl  Albert  (Dem., 
Okla. )  put  across  the  pork  barrel  for 
the  beef  people.  After  six  reschedul- 
ings, the  measure  came  up  for  action 
when  a  leading  opposition  lobbyist 
happened  to  be  out  of  town.  In  the 
midst  of  the  poorly  attended  debate, 
the  buzzer  for  a  quorum  call  sounded. 
In  trooped  all  the  congressmen.  To 
their  surprise,  Speaker  Albert  took 
the  floor  for  a  rare  speech  supporting 
the  plan. 


House  Speaker  Albert 


"Albert  never  talks  about  economic 
policy  or  foreign  policy,"  says  one  law- 
maker. "There  he  was  going  all  out 
for  a  little  cattle  bill." 

Brooklyn's  Representative  Frederick 
Richmond  (Dem.,  N.Y. ),  the  only 
urban  member  of  the  Agriculture 
Committee,  adds:  "That  was  their  se- 
cret weapon.  The  Speaker  is  good  for 
40  votes."  Why?  "He  has  the  sole 
power  to  send  guys  on  all  kinds  of 
world  trips."  You  could  say  one  good 
vote  deserves  a  good  junket. 

The  bill,  which  passed  the  House 
by  a  40-vote  margin,  is  now  ex- 
pected to  breeze  through  the  Senate. 
It  already  has  46  sponsors— including 
Majority  Leader  Mike  Mansfield,  who 
hails  from  Montana.  Texas  rancher 
O.J.  Barron,  who  headed  an  industry 
task  force  that  wrote  the  legislation, 
told  Forbes:  "We  chose  to  move  in 
the  House  first,  because  that's  where 
we  expected  trouble." 

But  does  the  country  need  a  lot  of 
federally  enforced  bull  about  beef?  ■ 


former  company  associate,  who  is 
sometimes  called  Toyota's  old  "bag 
man,"  is  now  being  investigated  by 
the  Internal  Revenue  Service.  A  Toy- 
ota spokesman,  however,  told  Forbes, 
"We  didn't  do  anything  illegal." 

At  any  rate,  Toyota's  approach  paid 
off.  In  1973  Toyota  hit  a  record  326,- 
000  U.S.  sales,  about  19%  of  the  import 
passenger  car  market.  But  there  are 
signs  Toyota  has  peaked.  This  year 
it  will  sell  300,000  cars,  17%  of  the 
import  market.  Datsun,  by  contrast, 
moved  its  share  up  from  12%  to  16%. 

In  a  sense,  Toyota  was  a  victim  of 
its  own  initial  success.  Its  low-cost, 
gas-conserving  Corollas  and  Coronas 
were  such  instant  hits  that  company 
executives  developed  delusions  of  in- 
vincibility. Archrival  Datsun  capital- 
ized on  that  complacency. 

Toyota  could  have  expanded  its 
models  by  pushing  small  trucks.  But 
it  didn't;  Datsun  did.  Today  Datsun 
sells  nearly  twice  as  many  small  trucks 
as  Toyota  does.  Also,  Toyota  could 
have  been*  first  to  introduce  a  sporty, 
higher  priced  car,  too.  But  it  didn't; 
again  Datsun  did.  Its  240-Z  established 
Datsun  as  a  quality  carmaker  in  the 
public's  mind.  And  just  last  year  Dat- 
sun beat  Toyota  again  with  its  high- 
economy  but  sporty  "Honey-Bee. " 

Other  competitors  chipped  away  at 
Toyota.  For  example,  Honda  seems 
to  have  buttoned  down  the  small  end 
of  the  import  market,  selling  80,200 
cars  here  in  the  first  nine  months  of 
1975,  compared  with  32,300  in  1974. 

Also,  Fiat  is  coming  on  strong.  And 
while  Volkswagen  is  slipping  badly, 
its  $3,499  Rabbit  seems  to  be  doing 


well  in  the  high  end  of  the  market. 
At  one  point,  U.S.  sales  were  run- 
ning so  high  that  Toyota  U.S.A.  ex- 
ecutives suggested  the  parent  com- 
pany buy  American  Motors.  (The 
suggestion  was  turned  down,  partly 
for  fear  of  the  political  repercussions 
here  and  also  because  the  Japanese 
feared  losing  production  volume  at 
home  where  tenured  workers  have 
guaranteed  lifetime  jobs.)  Meanwhile, 
Toyota  Motor  Co.,  the  parent  manu- 
facturing company,  finds  its  export 
sales  to  another  large  market,  Aus- 
tralia, in  trouble  because  of  new 
.import  barriers. 

Hard  Going 

The  executives  at  home  know 
there  are  rough  days  ahead.  That's 
mainly  why  they  are  about  to  launch 
a  major  diversification  into  prefab 
housing  at  home.  (Toyota  also  makes 
textile  machinery  and  machine  tools. ) 

Playing  cautiously  in  view  of  the 
worldwide  auto  depression  and  the 
new  competition  in  the  U.S.,  Makino 
is  letting  1975  car  inventories  virtual- 
ly disappear  before  Toyota  delivers 
1976  models  to  distributors.  The  1976 
models  promise  better  fuel  economy. 
Toyota  slipped  badly  behind  Dat- 
sun in  U.S.  Government  tests  for  1975. 

Makino  appears  determined  to  take 
the  fat  out  of  dealer  and  distributor 
operations.  "Many  dealers  are  slow 
to  catch  up  with  our  fast-moving 
trends,"  he  says.  "Those  in  Califor- 
nia especially  have  to  be  graded  up." 
In  Chicago,  Toyota  is  paying  $9.6  mil- 
lion to  Irvin  Swartzberg  for  the  three 
Midwestern   distributorships;    Swartz- 


berg bought  them  for  $1.4  million 
from  the  owners  who  had  been  spot- 
lighted by  the  Crime  Commission. 

Toyota  would  like  to  eliminate 
more  middleman  costs  by  purchasing 
the  other  four  large  distributorships. 
The  word  is  that  they  are  not  for 
sale.  But  there  is  a  growing  restive- 
ness  on  the  part  of  Toyota's  once- 
pampered  dealers:  As  base  prices  rise 
—the  Corolla  sedan  will  start  at 
$2,849  in  1976-the  dealers  must  real- 
ly push  to  keep  their  margins  up.  To 
try  and  mollify  them,  Toyota  raised 
average  dealer  allowances  from  13% 
to  13.5%  this  year. 

In  hopes  of  giving  the  American 
public  a  new  image  of  Toyota,  Ma- 
kino recently  fired  Chicago's  Clinton 
E.  Frank  advertising  agency  from  the 
$27-million  account. 

What  does  Toyota  want  its  new 
agency  to  stress?  Serviceability.  "Peo- 
ple should  appreciate  what  we  put 
in  our  cars,"  says  Makino.  "Our  line 
should  be,  'Happy  to  buy,  happy  to 
ride.'  " 

But  with  the  lower  end  of  the  com- 
pact market  increasingly  crowded  by 
Datsun  and  Chevette  and  Honda, 
and  with  the  upper  end  increasingly 
preempted  by  Volkswagen,  the  next 
few  years  may  not  be  such  a  happy 
ride  for  Toyota.  Lean  and  Makino  are 
watching  nervously  as  GM's  new 
Chevettes  begin  arriving  on  dealer 
floors.  The  early  news  is  hardly  re- 
assuring. Chevrolet  says  that  sales  of 
the  Chevette  have  been  better  than 
any  other  new  model  before.  They  are 
raising  the  1976  production  schedule 
from  250,000  to  260,000  cars.   ■ 
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The  New  Immigration 

Americans  may  be  depressed  about  inflation  and  recession, 
but  to  a  good  many  very  smart  foreigners, 
America  is  still  the  land  of  opportunity. 

uicans  themselves  may  be  the 
last  to  recognize  it,  but  at  the  mo- 
ment the  U.S.  is  probably  the  most 
attractive  area  for  investment  in  the 
world.  The  lady  on  our  cover  once 
beckoned  to  the  dispossessed  of  the 
world.  Now  she  is  beckoning  to  the 
possessed  who  don't  want  to  be  the 
dispossessed.  The  ambitious  poor  still 
come  here— if  they  can  get  a  visa— but 
joining  them  today  is  the  money  of 
thousands  and  thousands  of  well- 
heeled  Europeans,  Latin  Americans 
and  Asians  who  want  to  shelter  their 
wealth  from  the  gradual  (and  not- 
so-gradual)  socialization  of  wealth 
that  is  taking  place  in  much  (if  not  in 
most)  of  the  world. 

Not  just  the  Portuguese  and  Italians 
and  Argentinians,  whose  homes  are 
threatened  by  communism  or  chaos 
or  both,  are  sending  their  money 
here.  So  are  Germans  and  Japanese, 
South  Africans,  Netherlanders,  French 
and  even  Australians.  "The  idea  of  in- 
vesting in  America  comes  quite  nat- 
urally to  the  mind  of  myself,  in  fact  to 
any  European,"  Baron  Guy  de  Roth- 
schild, head  of  the  French  Rothschild 
family  and  chairman  of  its  big  min- 
ing conglomerate,  Societe  Imetal, 
told  a  Pittsburgh  court  in  defense  of 
Imetal's  proposed  takeover  of  Copper- 
weld  Corp.  "The  American  economy, 
being  the  strongest  and  most  profit- 
able of  the  Western  world,  I  con- 
sider, and  I  think  most  Europeans 
consider,  that  for  a  company  to  have 
an  investment  in  America  is  an  up- 
grading of  that  company." 

The  Rothschild  bid  for  Copperweld 
is  simply  the  newest  crest  of  a  tide  of 
foreign  investment  in  the  U.S.  that  has 
been  rising  ever  since  the  early  Seven- 
ties. That  the  controversay-shy  Roth- 
schild was  willing  to  submit  himself 
to  the  indignities  of  the  U.S.  judicial 
process  in  the  hope  of  acquiring  Cop- 
perweld is  some  indication  of  just  how 
important  the  U.S.  has  come  to  seem 
to  Europeans  these  days. 

Foreign  investment  in  the  U.S.  is 
hardly  new.  In  the  19th  century,  for- 
eign capital  built  most  of  the  U.S. 
railroads,  canals,  roads  and  harbors. 
In  the  20th,  it  launched  a  succession 
of  great  corporations  so  successful  and 
so  American  in  their  style  that  most 
Americans  no  longer  remember  that 
they  are  foreign— Shell  Oil,  Lever 
Brothers,  Brown  &  Williamson.  Brand 


Witness.  To  win  Copperweld,  Guy  de 
Rothschild  was  willing  to  admit  in 
court  he  was  not  really  a  baron— 
the  title  went  out  with  the  French 
Revolution— and  he  preferred  to  be 
democratically  called  "Mister." 
The  Rothschilds  disguised  their  U.S. 
acquisition  candidates  under  the 
code  names  of  Bread,  Butter  and 
Garlic.  "I  don't  know  why,"  said  the 
baron,  "I  don't  even  like  garlic." 
Copperweld  turned  out  to  be  Bread. 


names  and  product  lines  as  American 
by  now  as  Mom  and  apple  pie— Pep- 
sodent  and  Schweppes,  Rinso  and 
Nescafe,  Lip  ton's,  Kools  and  Viceroys, 
Valium,  Librium  and  Good  Humor. 
In  recent  years  a  host  of  native  prod- 
ucts and  companies  have  been 
snapped  up  by  foreigners  as  well— 
Airwick  and  Scripto,  Bantam  Books, 
Foster  Grant,  Gimbel's,  Grand  Union, 
Magnavox,  Keebler,  Baskin-Robbins, 
Electric  Storage  Battery. 

The  Canadians  account  for  22%  of 
the  foreign  investment  in  the  U.S.— 
railroads  like  the  Soo  Line,  supermar- 
ket chains  like  National  Tea,  distillers 
like  Seagram  and  Hiram  Walker  (see 
p.  62),  Alcan  and  its  aluminum.  The 
rest  is  divided  mainly  among  the 
British  (28%),  the  Dutch  (12%)  and 
the  Swiss   (9%).  But  in  the  last  five 


years,  the  really  big  gains  have  been 
made  by  the  Germans  (4%)  and  the 
Japanese  (2%),  with  the  French  be- 
ginning to  bestir  themselves— partly 
because  the  French  government,  like 
the  Japanese,  has  finally  relaxed  its 
extremely  stringent  exchange  controls 
and  also  because  the  politically  con- 
scious French  can  feel  the  hot  breath 
of  socialism  at  home. 

The  current  influx  of  foreign  in- 
vestment is  somewhat  different  from 
that  which  has  occurred  in  the  past. 
For  though  it  is  true  that  the  U.S. 
was  built  with  foreign  capital,  in  spirit 
if  not  in  fact,  that  capital  was  main- 
ly portfolio  investment.  The  invest- 
ment that  is  coming  into  the  U.S. 
these  days  at  the  rate  of  $2  billion  a 
year  is  frequently  direct  investment 
—that  is,  investment  implying  some 
degree  of  control.  In  short,  the  Eu- 
ropeans and  Japanese  have  adopted 
precisely  the  same  sort  of  investment 
strategy  in  the  U.S.  that  the  Ameri- 
cans followed  overseas  in  the  first  two 
decades  after  the  war— the  strategy 
that  inspired  Jean-Jacques  Servan- 
Schreiber  to  warn  Europeans  of  the 
relentless  American  Challenge. 

This  great  post- World  War  II  flood 
of  American  investment  dollars  to  Eu- 
rope reversed  the  old  situation  and 
created  an  illusion  that  Americans 
were  taking  over  Europe.  Today— as 
closely  as  the  Commerce  Department 
can  figure  it— U.S.  citizens  and  cor- 
porations have  invested  $147  billion 
abroad,  foreigners  have  invested  only 
about  $50  billion  in  the  U.S. 

The  foreigners  are  still  portfolio  in- 
vestors—stocks and  bonds— to  the  tune 
of  about  $28  billion,  vs.  the  $29  bil- 
lion that  U.S.  citizens  hold  abroad.  In 
direct  investment— plant,  equipment, 
real  estate— the  Americans  are  way 
ahead,  $119  billion  to  $22  billion. 

But  the  balance  is  beginning  to 
shift.  In  the  past  five  years,  foreign 
direct  investments  here  have  been  ris- 
ing faster  than  U.S.  investments  there. 
What  is  more,  the  figures  for  foreign 
investment  in  the  U.S.  are  probably 
very  much  understated.  They  do  not 
include  the  billions  in  foreign  money 
that  have  come  here  under  the  count- 
er—smuggled in,  brought  in  through 
underin voiced  imports  or  borrowed 
here  to  buy  American  property  and 
securities. 

A  better  measure  is  the  extent  of 
foreign  interests  in  big  U.S.  corpora 
tions.  Some  Commerce  Department 
officials  think  foreigners  may  hold  di- 
rect investment  in  as  many  as  2,500 
U.S.  companies.  If  you  take  onlj 
the  85  largest  nonfinaneial  corpora 
tions  in  which  foreigners  have  a  10% 
interest  and  add  up  their  revenues, 
you  come  up  with  a  total  ol  nearly 
$55    billion— equal    to    just    under    5% 
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of  the  combined  revenues  of  the 
companies  that  make  up  the  Forbes 
Sales  500  (see  table,  p.  32). 

Most  of  the  attention  generated  by 
this  new  foreign  challenge  has  been 
grabbed  by  the  series  of  truly  spec- 
tacular takeovers  the  foreigners  have 
engineered,  beginning  perhaps  with 
British  Petroleum's  $400-million  offer 
for  a  25%  interest  in  Sohio  back  in 
1970.  Since  then  Brown  &  William- 
son has  paid  $200  million  for  Gimbel 
Bros.  The  Canadian  government  paid 
$290  million  for  33%  of  Texasgulf. 
Burmah  Oil  paid  $420  million  for  the 
Signal  Cos.'  oil  and  gas  properties. 
BICC  Ltd.  $66  million  for  20%  of 
General  Cable,  Saint-Gobain  Pont-a- 
Mousson  $48  million  for  26%  of  Cer- 
tain-teed Products.  North  American 
Philips  $168  million  for  Magna  vox, 
Mitsui  $135  million  for  a  50%  stake 
in  Alumax.  And  only  last  month 
the  German  Flick  Group  agreed  to 
pay  $104  million  for  an  11%  interest 
in  W.R.  Grace. 

But  acquisitions  are  only  the  half 
of  it.  Every  bit  as  important— and  sig- 
nificant of  the  changing  investment 
stance  of  foreigners  in  the  U.S.  mar- 
ket—has been  the  increasing  number 
of  direct  manufacturing  investments 
foreigners  have  been  making,  build- 
ing plants  from  the  ground  up:  Vol- 
vo's $150-million  auto  assembly  plant 
in  Virginia,  Michelin's  $200-million 
tire  plant  in  South  Carolina,  Brown 
Boveri's  $20-million  turbine  testing 
plant  in  Virginia,  BASF's  $200-mil- 
lion  petrochemical  plant  in  Louisiana. 

The  list  goes  on  and  on,  ranging 
from  a  $15-million  YKK  Zipper  plant 
near  Macon,  Ga.  to  a  $250-million 
American  Hoechst  petrochemical 
plant  at  Port  Arthur,  Tex.  Overall, 
the  pattern  has  been  about  as  you'd 
expect— 47%  of  foreign  direct  invest- 
ment has  gone  into  manufacturing, 
27%  into  petroleum,  12%  into  insur- 
ance and  other  finance. 

Investments  on  such  a  scale  have 
inevitably  brought  the  industry  camp 
followers  with  them— the  banks  and 
the  brokerage  firms.  The  Swiss  have 
bought  into  White,  Weld;  Warburg- 
Paribas  into  A.G.  Becker;  the  Italians 
into  Shields,  Model,  Roland;  the  Bel- 
gians into  William  D.  Witter.  Foreign 
direct  investments  in  U.S.  banks 
amounts  to  only  $1  billion,  including 
such  recent  moves  as  Lloyds'  $115-mil- 
lion  takeover  of  Los  Angeles'  First 
Western  Bank  &  Trust  and  Edmond 
de  Rothschild's  more  than  $20-mil- 
lion,  25%  stake  in  BanCal  Tri-State. 
As  their  customers  have  ventured  in- 
to the  U.S.,  the  foreign  banks,  led  by 
the  Japanese,  have  followed  in  large 
numbers— 80  so  far,  with  175  offices 
holding  close  to  $57  billion  in  assets. 

In  addition,  there  has  been  consid- 


U.S.-made  but  foreign-owned,  these 
products  are  familiar  as  household  words. 


erable  foreign  investment  flowing  in- 
to nonindustrial  and  nonfinancial 
areas— timberland,  agricultural  lands, 
real  estate.  Italians  and  Germans  have 
reportedly  been  buying  U.S.  farm- 
lands. The  Japanese  have  invested 
$350  million  in  Hawaiian  hotels.  The 
Kuwaitis  have  spent  $50  million  on 
21  properties  in  downtown  Boston,  a 
hotel  in  Atlanta,  an  island  off  South 
Carolina.  British  interests  own  the  im- 
posing Pan  Am  Building  in  New  York. 

Nobody  disputes  that  the  Japanese, 
Germans  or  French  have  bought  up 
vast  tracts  of  Alaskan  or  West  Coast 
timberland,  Texas  ranchland,  Ap- 
palachian coal.  But  it  is  virtually  im- 
possible to  establish  how  much.  U.S. 
land  is  selling  abroad  like  hotcakes. 
"We  manage  farms  for  individuals," 
one  banker  says,  "and  we've  recently 
had  a  large  influx  of  wealthy  Europe- 
ans to  buy  U.S.  property,  at  a  couple 
of  million  a  shot.  Very  big  names.  The 
European  equivalents  of  the  Rockefel- 
lers or  Fords  or  Hugheses.  It's  spread 
throughout  the  country." 

There  are  a  dozen  different  causes 
for  this  new  interest  of  foreigners  in 
investing  in  the  U.S.  There  is  the  ob- 
vious and  temporary  reason:  For  a 
time,  two  dollar  devaluations,  the 
floating  of  most  of  the  world's  major 
currencies   and  a  sharp  drop  in  the 


U.S.  stock  market  put  most  of  U.S.  in- 
dustry up  for  sale  at  bargain  prices. 
Between  early  1971  and  the  end  of 
1973,  when  the  dollar  declined  25% 
against  the  German  mark,  prices  on 
the  New  York  Stock  Exchange  also 
fell  nearly  18%,  so  that,  to  take  the 
greatest  theoretical  advantage,  a  Ger- 
man investor  could  have  bought  the 
average  Big  Board  company  at  the 
end  of  1973  for  only  two-thirds  of 
what  he  would  have  had  to  pay  (in 
marks )  three  years  earlier. 

"The  thing  that  surprises  me,"  says 
Ian  MacGregor,  chairman  of  New 
York's  international  mining  combine, 
Amax,  Inc.,  "is  that  we  haven't  had 
any  great  takeovers  of  mining  proper- 
ties. The  dollar  was  manifestly  the 
best  bargain  in  the  world— for  buying 
securities  priced  in  dollars,  for  buying 
properties  priced  in  dollars.  The  bar- 
gain counter  is  still  there,  and  with 
any  recovery  at  all,  there  may  be  an 
enormous  rush  to  buy  bargains  all 
over  the  U.S.  When  you  see  these 
enormous  mining  properties  selling  in 
some  cases  below  their  book  value 
and  certainly  at  only  a  tiny  fraction  of 
their  replacement  value,  you  can  only 
argue  that  in  any  upturn  people  will 
rush  to  pick  those  properties  up. 
Which  would  argue  for  a  bull  market 
of  major  proportions." 
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These  changes  in  the  relative 
e  of  various  currencies  have 
also  changed  the  differentials  in 
manufacturing      costs:      wages, 
transportation,  fuel  and  raw  ma- 
il. The  U.S.  is  no  longer  hor- 
rendously  expensive  in  compari- 
son with  countries  like  France 
and  Germany  and  Japan.  More- 
over,   high    American    produc- 
ts ity  and  the  ease  here  in  hir- 
ing and  firing  go  a  long  way  toward 
countering     higher     American     wage 
costs.  Witness  the  increasing  inability 
of  Volkswagen  to  compete  in  the  U.S. 
from  its  German  manufacturing  base. 
But  basically,  you  don't  make  direct 
investments  for  reasons  like  this— the 
recent  recovery  of  the  dollar  shows 
why.  "Devaluation  may  make  a  for- 
eign company  move  a  little  faster  be- 
cause it  can  buy  something  a  little 
cheaper  and  save  money,"  says  John 
Cawthorne,  executive  director  of  the 
46-member    National    Association    of 
State  Development  Agencies.  "But  a 
foreign  company  has  other  factors  it's 
got  to  justify  before  it  does  that." 

Talk  to  foreign  investors,  and  they'll 
tick  off  a  long  list  of  attractions  the 
U.S.  has  for  outsiders  these  days- 
how  it  has  a  large  pool  of  skilled  and 
well-educated  labor;  how  it  has  more 
domestic  energy  and  other  raw  ma- 
terials available  than  any  other  in- 
dustrialized country;  how  its  inflation 
rate  seems  under  better  control  than 
most  other  nations;  how  its  produc- 
tivity as  it  pulls  out  of  the  recession 
seems  to  be  rising  faster  than  that  of 
any  other  country  save  perhaps  West 
Germany;  and  how  even  the  differen- 
tials between  U.S.  and  foreign  labor 
costs  have  gradually  been  narrowed. 

But  all  these  factors  pale  beside 
the  fact  of  the  U.S.  market:  the 
largest,  most  complex,  most  competi- 
tive in  the  world,  an  integrated, 
coordinated  market  unified  by  a  com- 
mon language  and  a  common  legal 
accounting  system  as  even  the  Com- 
mon Market  is  not.  At  the  moment, 
the  U.S.  would  seem  to  be  a  market 
whose  time  has  come,  very  much  as  in 
the  Fifties  and  Sixties  the  European 
market  did  for  the  Americans. 

"In  the  20  years  after  the  war," 
says  Alfred  Von  Klemperer,  a  vice 
president  at  New  York's  Morgan  Guar- 
anty Trust,  "Japan  and  Europe  had 
concentrated  on  rebuilding  their  econ- 
omies—rebuilding their  capital,  build- 
ing depth  in  management,  and  sud- 
denly they  were  able  and  eager  to 
expand  into  foreign  markets,  and  for 
many  goods  the  U.S.  is  the  biggest 
and  strongest  market  in  the  world.  So 
the  influx  began." 

"Where  U.S.  direct  investment  in 
Europe  waited  on  the  development 
of    an    adequate    size    of    market," 
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Technological  Transfer.  The  U.S.  is  justifiably  proud 
of  its  technological  eminence,  but  the  Swiss 
brought  us  contact  lenses,  the  British  pioneered 
jet  engines,  and  the  Germans  the  Wankel. 


says  Professor 
Arnold  W.  Sa- 
metz  of  New 
York  Univer- 
sity, "Europe- 
an investment 
in  the  U.S. 
waited  on  the  development  of  an  ade- 
quate size  of  company"— big  enough, 
that  is,  to  compete  in  the  U.S.  and 
to  go  for  the  production  economies 
the  U.S.  offered. 

"With  the  creation  of  the  Common 
Market,"  says  Andre  J.  Ditte,  vice 
chairman  of  New  York's  foreign- 
owned  European-American  bank  and 
current  head  of  the  French  Chamber 
of  Commerce  in  the  U.S.,  "the  first  or- 
der of  business  for  the  French  was  es- 
tablishing bridgeheads  in  neighboring 
countries.  It's  only  once  they  reached 
a  kind  of  saturation  in  those  markets 
that  they  became  interested  in  the 
U.S.  market.  Basically,  if  you  want  to 
become  a  large  multinational  compa- 
ny, you  have  to  be  in  the  U.S." 

The  groundwork  had  already  been 
laid.  On  an  export  basis,  the  Japanese 
and  Europeans  have  been  here  for 
decades.  But  in  the  late  Sixties  the 
marketing  networks  they  had  planted 
to  handle  their  export  trade  began 
putting  down  roots.  That's  how  Volvo 
came  to  launch  an  automobile  assem- 
bly plant  in  the  U.S.— the  first  foreign 
auto  company  to  do  so— because  with- 
out a  manufacturing  site  it  could  not 
hope  to  increase  its  market  penetra- 


tion. That's  why  Siemens,  the  Ger- 
man electrical  giant,  decided  it  needed 
a  U.S.  base  to  market  its  highly  so- 
phisticated medical  equipment.  "We 
realized,"  says  Siemens  Chairman 
cPeter  von  Siemens,  "we  could  not 
maintain  a  satisfactory  marketing 
share  without  a  sound  foundation  of 
manufacturing  operations."  Other 
companies  feared  that  the  paroxysms 
of  protectionist  sentiment  that  period- 
ically beset  the  U.S.  Congress  would 
one  day  wall  exports  out  of  the  mar- 
ket unless  they  manufactured  here. 

Take  Japan's  spectacularly  success- 
ful Sony  Corp.  Sony  had  been  success- 
fully selling  radio,  television  and  tape- 
recording  equipment  in  the  U.S.  for 
more  than  a  decade  through  its  Sony 
Corp.  of  America  market- 
ing arm.  But  the  1971  de- 
valuation of  the  dollar 
made  it  clear  that  if  it  was 
going  to  stay  in  the  U.S. 
market  it  was  going  to 
have  to  manufacture  here. 
Since  then  Sony  has  built 
a  $35-million  television  as- 
sembly plant  near  San 
Diego  and  last  September 
broke  ground  for  a  $15- 
million  tape-manufactur- 
ing facility  in  Dothan, 
Ala.  Sony  has  already  in- 
vested $100  million  in  the  U.S.,  and 
expects  within  a  few  years  to  be  pro- 
ducing one-half  of  its  U.S.  sales  here. 
What  is  unmistakable  is  that  these 
are  hardheaded  business  decisions— 
not  speculative  ones.  The  companies 
that  have  come  to  the  U.S.  have  done 
so  not  to  make  a  fast  buck.  They 
have  made  major  contributions  to  the 
U.S.  economy  since  the  War.  They  of- 
fered the  U.S.  market  new  consumer 
options— small  cars,  stainless-steel  ra- 
zor blades,  quinine  water.  They  also 
brought  in  a  considerable  amount  of 
advanced  technology— the  radial  tire, 
contact  lenses,  jet  aircraft,  the  Wan- 
kel engine,  prestressed  concrete  and 
many  drugs,  plastics  and  fibers. 

The  foreigners  have  come  here  to 
learn  as  well.  "Unlike  the  U.S.  firms 
that  moved  overseas  to  marry  their 
technological     superiority     to     lower 
costs,"  says  Fred  Bergsten,  senior  Id 
low    of    the    Brookings     Institution, 
"most  foreign  firms  are  attempting  to 
acquire  new  technology  despite  high- 
er costs."  Unilever's  never  very  profit 
able  U.S.  subsidiary,  Lever  Broth. -is 
(Pepsodent,  All,  Lipton's,  Good  Hu- 
mor), is  a  case  in  point.  Alwayi  BOO 
ond-rate  in  the  U.S.,  it  has  learned  to 
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When  BASF  proposed  a 
huge  petrochemical  plant 
near  posh  Hilton  Head,  S.C., 
it  learned  the  limitations 
on  U.S.  investment  weren't 
simply  legal  ones. 


adapt  the  marketing  skills  it  acquired 
in  the  U.S.  to  world  markets— with 
impressive  success. 

By  and  large,  what  foreign  inves- 
tors have  looked  for  in  the  U.S.  is 
value— not  bargains.  "You  don't  find 
foreigners  looking  to  buy  problems," 
says  William  Comfort,  First  National 
City  Bank  vice  president.  "There  are 
very  few  buyers  of  problems."  Says 
Peter  Treves,  a  New  York  stockbroker 
who  specializes  in  investing  Europe- 
an money  here:  "They  don't  want  to 
buy  in  here  unless  they  can  get  man- 
agement along  with  the  assets;  you 
will  see  very  few  Europeans  running 
the  firms  that  the  Europeans  buy  in 
the  U.S.  here." 

By  the  same  token,  foreigners  often 
use  U.S.  money  for  their  takeovers- 
just  as  American  multinational  cor- 
porations did,  often  paying  for  their 
foreign  investments  with  money  bor- 
rowed locally.  Anglo  American's  Ca- 
nadian affiliate,  Hudson  Bay  Mining 
&  Smelting,  laid  out  $36  million  earli- 
er this  year  to  finance  two  acquisitions 
in  the  U.S.  The  cash  flowed  in  over 
the  Canadian  border,  but  with  ac- 
quisitions *accomplished,  Hudson  Bay 
decided  to  replenish  its  depleted  cash 
resources  by  selling  $50  million  in 
new  debt  in  the  U.S.  Again,  the  Jap- 
anese are  building  a  $28-million  steel 
mill  in  upstate  New  York,  but  $21 
million  of  that  was  from  an  issue  of 
industrial  revenue  bonds. 

At  the  same  time,  these  foreign  pur- 
chases do  riot  necessarily  lead  to  a 
drain  on  the  U.S.  balance  of  payments 
through  repatriation  of  profits.  The 
size  and  vitality  of  the  U.S.  economy 
is  so  great  that  foreign  companies 
have  tended  to  reinvest  their  earn- 
ings in  expansion  rather  than  repatri- 


ate them  to  the 
parent  in  the 
form  of  dividends. 
Thus  Sony  of 
America  has  nev- 
er paid  a  divi- 
dend to  its  Jap- 
anese parent,  de- 
spite an  invest- 
ment of  near- 
ly $100  million. 
"When  you're 
growing  at  25% 
and  35%  a  year, 
you're  a  requir- 
er  of  capital,  not 
a  thrower-off  of 
capital,"  says 

Sony's  American  president,  Harvey  L. 
Schein.  Which  is  not  to  say  that 
Sony  does  not  yield  a  substantial  re- 
turn to  its  parent  either— not  in  divi- 
dends, but  in  profits  on  parts  and 
products  sold  in  the  U.S.  and  on  roy- 
alties paid  for  technical  knowhow. 

"I  have  maintained  all  the  time 
with  my  people,"  says  Hans  Schudel, 
president  of  the  U.S.'  German-owned 
Stinnes  Corp.,  "the  U.S.  market  is  the 
most  attractive  in  the  world.  In  terms 
of  how  liberally  you  can  conduct  your 
business.  In  terms  of  political  stability 
and  safety.  In  terms  of  return  on  in- 
vestment. In  any  terms  you  can  name." 
What  may  matter  most  these  days, 
however,  is  the  U.S.'  long  history  of 
political  stability  and  its  long-stand- 
ing respect  for  private  capital.  The 
U.S.  may  be  no  paradise  for  the  busi- 
nessman, but  the  rest  of  the  world  is 
fast  becoming  hell.  Most  developing 
countries  these  days  want  the  lion's 
share  of  investment  rewards  and  none 
of  its  risks;  new  foreign  investment 
'  in  most  developing  countries  is  now  so 
unattractive  that  the  International 
Monetary  Fund  is  currently  exploring 
ways  of  developing  some  sort  of  alter- 
native incentive. 

In  Canada  and  Australia,  which 
until  a  few  years  ago  seemed  two  of 
the  most  attractive  countries  for  for- 
eign investment  in  the  world,  such 
investment  is  now  actively  discour- 
aged. Australia  has  imposed  such 
stringent  ownership  and  investment  re- 
quirements that  outside  investment  is 
effectively  prohibited.  Canada  has  set 
up  an  investment  review  board;  as  a 
matter  of  policy  it  now  welcomes  only 
investment  that  conclusively  helps  the 
Canadian  economy,  and  in  some  in- 
dustries has  raised  taxation  to  a  con- 
fiscatory level. 

In  Europe,  the  trends  are  in  some 
ways  even  more  alarming.  In  Britain, 
a  succession  of  governments  has  pro- 
gressively destroyed  Britain's  capital 
base— from  Brain  Drain  to  Fame  Drain. 
In  Germany,  worker  participation 
threatens  to  usurp  many  of  the  pre- 


rogatives of  private  capital;  Germans 
will  tell  you  that  it  is  not  business  in- 
decision but  union  opposition  on  the 
board  of  directors  that  has  prevented 
Volkswagen  from  protecting  its  posi- 
tion in  the  U.S.  by  manufacturing 
there.  And  the  communist  threat  in 
Italy  and  in  Portugal— where  Europe's 
moneyed  families  have  sought  refuge 
for  generations— has  shaken  European 
capitalism  to  its  boots. 

"We've  had  company  after  compa- 
ny come  over  here,"  says  Citibank's 
Bill  Comfort,  "and  say,  'We  look  at 
the  U.S.  as  the  last  great  capitalistic 
country  in  the  world.' ' 

A  precondition  for  the  current  wave 
of  foreign  investment  was  devaluation 
and  the  growth  of  foreign  companies 
to  a  size  where  they  could  compete  in 
the  U.S.  market.  But  the  most  basic 
reason  is  almost  certainly  a  desire  to 
place  substantial  assets  in  this  bastion 
of  capitalism.  Just  as  wealthy  indi- 
viduals have  long  sheltered  portions 
of  their  wealth  in  discreet,  stable 
Switzerland,  so  today  giant  foreign 
corporations' are  seeking  to  get  assets 
safely  inside  the  U.S.  The  Agnelli 
family's  vast  holdings  in  Fiat  are  to- 
day almost  worthless;  who  would  buy 
them?  But  the  family's  holdings  in 
Bantam  Books  in  the  U.S.  are  both 
safe  and  productive.  So  are  those  of 
Dutch  Thyssens,  who  now  control 
Indian  Head.  The  same  may  one  day 
be  said  of  the  German  Flicks  and  the 
French  Rothschilds  and  Michelins.  The 
fear  is  so  strong  that  many  prominent 
European  families  are  quietly  dis- 
patching a  son  or  son-in-law  to  be- 
come an  American  citizen  and  estab- 
lish an  American  branch  against  the 
day  when  the  whole  family  may  want 
to  make  the  U.S.  their  home.  "Peo- 
ple don't  like  to  talk  about  it  because 
their  unions  would  raise  the  roof," 
one  foreign  industrialist  says,  "but 
that's  one  of  the  strongest  incentives 
for  foreign  investment  in  the  U.S.  to- 
day—fear of  socialism." 

Far  from  being  alarmed,  Americans 
should  be  pleased.  If  foreigners  are 
willing  to  pay  substantial  premiums 
over  market  price  to  get  control  of 
U.S.  corporations,  this  says  something 
about  the  true  value  of  these  securi- 
ties and  about  our  own  lack  of  faith 
in  them.  It  also  tells  us  something 
about  our  responsibility  to  make  our 
system  work  properly. 

It  was  not  so  very  long  ago  that 
despotism  and  lack  of  opportunity 
drove  millions  of  foreigners  to  the  U.S. 
in  search  of  a  better  life.  They  brought 
with  them  talents  that  helped  make 
the  U.S.  great.  Only  a  generation  ago 
Hitler  sent  us  Albert  Einstein  and 
Henry  Kissinger.  In  a  somewhat  differ- 
ent form,  the  same  thing  may  be  hap- 
pening again  today.   ■ 
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The  U.S.9  Unnaturalized  Citizens 


miiKTce  and  Treasury  depart- 
ts  are  currently  putting  together 
for  Congress  a  rundown  on  the  larg- 
est foreign  investments  in  the  U.S.  But 
until  that  becomes  available  some 
time  next  year,  the  list  that  follows  is 
the  next  best  thing.  It  doesn't  claim 
to  be  exhaustive,  it  excludes  compa- 
nies like  Volvo  and  Michelin  that 
have  not  yet  got  their  proposed  U.S. 


plants  into  full  production,  and  it's 
limited  to  large  foreign  interests  in 
nonfinancial  institutions,  some  pub- 
licly owned,  some  not.  But  it  does 
indicate  the  range  and  diversity  of 
foreign  investment  in  the  U.S. 

It's  not  always  easy  to  tell  who's 
native  born  and  who's  not,  much  less 
who's  a  citizen  and  who's  not.  Can- 
ada's Seagram,  for  example,  now  does 


most  of  its  business  and  manufactur- 
ing in  the  U.S.  and  its  chief  executive 
now  spends  most  of  his  time  here.  A 
similar  situation  prevails  at  most  other 
Canadian  firms.  North  American  Phil- 
ips—including Magnavox— is  part  of 
the  Dutch  electronics  empire,  but  the 
majority  interest  is  held  for  the  parent 
by  a  U.S.  trust.  Schlumberger  is  a  real 
hybrid:  founded  in  France,  incorpo- 
rated in  the  Dutch  West  Indies  and 
headquartered  in  New  York.  ■ 


Revenues 

Assets 

Profit  (Loss) 

Foreign   Investor 

Country 

U.S.  Company                           "5 

'o  Owned 

Industry 

(millions) 

(millions) 

(millions) 

1 

Royal  Dutch/Shellt 

NethVU.K. 

Shell  Oilt 

69% 

Oil 

$8,418 

$6,129 

$620.5 

Asiatic  Petroleum 

100 

Oil 

600* 
9,018 

NA 

NA 

2 

Anglo  Americant 

S.  Africa 

Engelhard  Min.  &  Chem.t 

30 

metals  &  trading 

5,377 

1,383 

110.1 

Inspiration  Consol.  Coppert 

30* 

copper 

98 

156 

9.5 

Terra  Chemicalst 

51* 

chemicals 

101 
5,576 

75 

24  9 

3 

Friedrich  Flick 

Germany 

W.  R.  Gracet1 

11 

chemicals 

3,472 

2,476 

130.6 

4 

British  Petroleumt 

U.K. 

Standard  Oil  (Ohio)t 

25 

oil 

2,166 

2,621 

147.5 

5 

George  Weston,  Ltd.t 

Canada 

Loblaw,  Inc. 

95* 

supermarkets 

372 

65 

0.2 

National  Teat 

80* 

supermarkets 

1,404 

242 

(2.6) 

Interbake                              \ 

bakeries            "J 

Eastern  Fine  Paper               > 

100 

paper                 > 

125* 

75* 

NA 

Br.  Columbia  Packers         ) 

fish  processing/ 

1,901 

6 

Cavenham 

U.K. 

Grand  Uniont 

51 

supermarkets 

1,562 

336 

9.5 

7 

Seagram  Co.t 

Canada 

jos.  E.  Seagram  &  Sons 

100 

liquor 

1,561 

1,384 

32.2 

8 

Schlumbergert 

France 

Schlumbergert 

212 

oil  services 

1,172 

1,328 

147.6 

Sangamo  Electrict 

94 

electronics 

146 
1,318 

98 

6.6 

9 

Nestle  Alimentana 

Switz. 

Nestle 

100 

food 

700* 

NA 

NA 

Libby,  McNeill  &  Libby 

92 

food 

465 

308 

13.5 

Stouffer  Foods 

100 

food 

150* 
1,315 

NA 

NA 

10 

Unilevert 

Neth./U.K. 

Lever  Brothers 

100 

consumergoods 

669 

205 

10.3 

Thomas  J.  Lipton 

100 

food 

437 
1,106 

236 

22.1 

11 

Philips  NVt 

Neth. 

N.  American  Philipst 

63 

electronics 

994 

856 

29.7 

12 

Brit. -Am.  Tobaccot 

U.K. 

Brown  &  Williamson 

100 

tobacco,  retail 

959* 

NA 

NA 

13 

Petrofina 

Belgium 

American  Petrofinat 

70 

oil 

953 

575 

86.7 

14 

ICIt 

U.K. 

ICI-US 

100 

chemicals 

297 

NA 

NA 

Fiber  Industries 

37.5 

synthetic  fibers 

537 
834 

NA 

NA 

15 

BASF 

Germany 

BASF  Wyandotte 

100 

chemicals 

517 

NA 

33.73 

Dow  Badische 

50 

chemicals 

315 
832 

NA 

NA 

16 

Ciba-Geigy 

Switz. 

Ciba-Geigy  Corp. 

100 

chemicals, 
consumer  goods 

771 

NA 

NA 

17 

British  Oxygen 

U.K. 

Aircot 

35 

industrial  gases 

760 

661 

32.8 

18 

AkzoNV 

Neth. 

Akzonat 

64 

chemicals,  fibers 

754 

624 

33.4 

19 

Alcant 

Canada 

Alcan  Aluminum 

100 

aluminum 

705* 

360 

NA 

20 

Bowater  Corp.t 

U.K. 

Kay  Corp.t 

72 

trading 

273 

93 

(4.6) 

Bowater,  U.S.4 

100 

paper,  glass 

384* 
657 

NA 

NA 

21 

Moore  Corp.t 

Canada 

Moore  Business  Forms 

100 

business  forms 

635 

NA 

NA 

22 

Thyssen-Bornemisza 

Neth. 

Indian  Head  Inc.t 

90 

diversified  mfg. 

615 

354 

22.5 

23 

Hoechst  AG 

Germany 

American  Hoechst 

100 

chemicals 

387 

NA 

NA 

Foster  Grant 

99 

sunglasses 

210 
597 

162 

16.2 

24 

Alsuisse 

Switz. 

Conalco 

60 

aluminum 

586 

461 

51.0 

25 

International  Nickel 

Canada 

ESB 

100 

batteries 

436 

315 

19.3 

Huntington  Alloys 

100 

nickel  conversion 

150* 
586 

NA 

NA 

32 
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Next time youre 
planning  a  month  of  Sundays, 

think  of  Textron. 


Why?  Because  that  At-A-Glance® 
calendar  planner  (day,  week  or  month) 
is  made  byTextron's  Eaton  Paper  Divi- 
sion. The  same  people  who  make  the 
high  quality  letter  papers  and  famous 
Corrasable  Bond,  the  original  erase- 
without-a-trace  typewriter  paper. 

Think  about  it.  Textron  is  Eaton 


stationery.  Sheaf fer  pens.  Speidel 
watchbands.  And  many  other  fine 
products. 

And  the  one  thing  they  all  have 
in  common  is  the  uncommon  products 
they  are. 

Textron 

A  Company  To  Think  About. 


America  has  one 

that  benefits  from  all 

Plug  your  business 


Fuel 
Conversions 


Application 
Breakthroughs 


Resource 
Exploration 


Generation 
Options 


form  of  energy 
energy  research, 
into  the  future. 


Transmission 
Improvements 


Systems 
Reliability 


Choose  electricity  for  all  your  energy  needs 
and  you'll  plug  your  business  into  the  benefits 
of  all  energy  research. 

America  will  spend  $3.5  billion  on 
energy  research  in  1975.  And  perhaps  ten 
times  that  on  exploration. 

Electricity  will  benefit  directly  or 
indirectly  from  virtually  all  of  that  effort. 

No  matter  what  new  fuels  or  sources 
of  energy  are  discovered  or  developed,  they 
can  be  used  to  make  electricity.  And  they 
almost  surely  will  be. 

New  ways  will  be  found  to  generate 
and  transmit  electricity.  To  store  it.  And 
to  use  it. 

America's  future  is  electrical. 

The  dollars  now  being  invested  in  energy 
research  assure  it. 

And  the  businesses  and  industries 
generating  those  dollars  are  positioning 
themselves  now  to  reap  the  benefits,  by 
substituting  electricity  for  the  direct  use  of 
fuels  whenever  and  wherever  possible. 

For  more  information  on  the  advantages 
of  electricity,  write  to  Section  390-33, 
General  Electric  Company,  1  River  Road, 
Schenectady,  N.Y.  12345. 

••  ELECTRICITY  ** 
AMERICA  CAN  MAKE  IT! 


GENERAL 


ELECTRIC 


FINALLY  MADE  ENOUGH  PROFIT  TO  HIRE  FRANK... 


Harry  worked  twelve  hours  a  day,  six  days  a 
week  to  get  his  business  going.  This  year  he 
showed  a  profit  and,  like  most  good  business- 
men, he's  re-invested  that  profit.  He's  hired 
Frank  to  help  his  business  grow. 

Working  together  to  build  the  business,  to  show 
more  of  a  profit,  will  mean  that  before  long, 
Frank  will  probably  have  an  assistant  or  two. 
That's  the  American  way. 


Union  Camp 


Profits  retained  in  the  business  help  a  company 
grow  and  this  ultimately  means  more  jobs.  It's 
as  true  with  large  companies  as  it  is  with  Harry's 
store.  Companies  like  Union  Camp  use  most  of 
their  profits  to  provide  funds  for  expansion. 
This  helps  the  economy  grow  and  a  growing 
economy  helps  everyone . . .  including  small 
businesses  like  Harry's. 

Some  day  it  might  even  help  young  Frank 
open  up  his  own  shop. 

Growing  in  more  ways  than  one. 


Union  Camp  Corporation.  1600  Valley  Road,  W.ivnc.  New  Jersey  07470 


Revenues 

Assets 

Profit  (Loss) 

Foreign  Investor 

Country 

U.S.  Company 

%  Ownec 

Industry 

(millions) 

(millions) 

(millions) 

26 

Canadian  Dev.  Corp. 

Canada 

Texasgulft 

30% 

oil 

$569 

$977 

$147.4 

27 

Saint-Gobain 
Pont-a-Mousson 

France 

Certain-teed  Productst 

39 

building 
supplies 

559 

392 

(7.4) 

28 

MacMillan-Bloedelt 

Canada 

MacMillan-Bloedel 

100 

forest  products 

558 

NA 

NA 

29 

Henkel  &  Cie. 

Germany 

Clorox  Co.t 

11 

bleach 

538 

252 

19.7 

30 

Hoffmann-La  Roche 

Switz. 

Hoffmann-La  Roche  Inc. 

100 

drugs 

580* 

NA 

NA 

31 

BICC 

U.K. 

General  Cablet 

20 

wire,  cable 

519 

363 

27.1 

32 

Bayer  AGt 

Germany 

Mobay  Chemical 
Cutter  Labs. 

f      100 

chemicals          / 
drugs                 ) 

487 

NA 

26.45 

33 

Matsushita  Electrict 

Japan 

Matsushita  U.S. 

100 

electronics 

400* 

NA 

NA 

Mitsui  &  Co.t 

japan 

Quasar  TV  (Panasonic) 
Alumax,  Inc. 

100 
45 

electronics 
aluminum 

75* 

NA 
377 

NA 

34 

475 
464 

35.8 

35 

Pechiney  Ugine 
Kuhlmann 

France 

Howmet  Corp. 

100 

aluminum, 
engine  parts 

415 

444 

24.1 

36 

j.  Lyons  &  Co. 

U.K. 

DCA  Food  Industries 

60 

food  preparation 

100* 

30* 

NA 

TFIt 

49 

food 

154 

60 

1.6 

Tetley 

100 

tea 

80* 

NA 

NA 

Massey-Fergusont 

Canada 

Baskin-Robbins 
Massey-Ferguson  Inc. 

100 

ice  cream 
machinery        ") 

70* 

NA 

NA 

37 

404 

Badger-Northland 

V      100 

snowmobiles    > 

400* 

400* 

NA 

Perkins  Engines 

/ 

engines             / 

38 

Sonyt 

Japan 

Sony  of  America 

100 

electronics 

356* 

NA 

NA 

39 

Burmah  Oilt 

U.K. 

Burmah  Oil  &  Gas  Co. 

100 

oil 

300* 

NA 

NA 

40 

United  Biscuit 

U.K. 

Keebler  Co. 

100 

baked  goods 

294 

91 

4.9 

41 

Hiram  Walker-Good- 
erham  &  Wortst 

Canada 

Hiram  Walker,  Inc. 

100 

liquor 

275* 

NA 

NA 

42 

Veba  AG 

Germany 

Stinnes  Corp. 

100* 

trading,  services 

250* 

NA 

NA 

43 

Sandoz  AG 

Switz. 

Rogers  Brothers  Seed 

1 

seeds 

16 

12 

NA 

Sandoz  Inc. 

>       100 

chemicals,drugs 

207 

155 

NA 

Delmark 

f 

food 

11 

15 

NA 

234 

44 

Ivaco  Industries 

Canada 

Laclede  Steelt 

18 

steel 

209 

125 

17.1 

45 

Dunlop  Ltd.t 

U.K. 

Dunlop  Tire  &  Rubber 

100 

tires 

200* 

NA 

NA 

46 

Husky  Oil 

Canada 

Husky  Oil  Co. 

100 

oil 

200* 

200* 

NA 

47 

Creusot-Loire 

France 

Alan  Wood  Steelt 

15 

steel 

185 

146 

8.3 

48 

Svenska  Kullager 

Sweden 

SKF  Industries 

96 

bearings 

181 

122 

NA 

49 

Canadian  Pacifict 

Canada 

Soo  Line  R.R.t 

56 

railroad 

180 

318 

14.3 

50 

Reckitt  &  Coleman 

U.K. 

R.T.  French  Co. 

100 

food 

175* 

85* 

NA 

51 

Cominco  Ltd.t 

Canada 

Cominco  American 

100 

metals 

163 

NA 

NA 

52 

Pricel 

France 

Dymo  Industriest 

18* 

marking  equip. 

157 

104 

5.3 

53 

Triad  Holding  Corp. 

Saudi 
Arabia 

Arizona-Colorado 
Land  &  Cattlet 

15 

agribusiness 

153 

163 

(2.3) 

54 

Coats  Paton  Ltd. 

U.K. 

Coats  &  Clark  Inc. 

100 

textiles 

150* 

100* 

NA 

55 

AB  Electrolux 

Sweden 

Natl.  Union  Electric 

100 

electronics 

150 

104 

6.9 

56 

Consol.  Gold  Fields 

U.K. 

Azcon  Corp.t 

85 

zinc 

149 

80 

21.3 

57 

EMI  Ltd.t 

U.K. 

Capitol  Industries 

95 

records 

142 

99 

7.3 

58 

Canadian  Natl.  R.R. 

Canada 

Grand  Trunk  Corp. 

100 

railroad 

141 

277 

(6.6) 

59 

Carling  O'Keefet 

Canada 

Carling  Breweries 

100 

beer 

136 

NA 

(6.0) 

60 

Wellcome 
Foundation 

U.K. 

Burroughs  Wellcome 

100 

drugs 

135* 

100* 

NA 

61 

Olivetti  &  C.  SpA 

Italy 

Olivetti  of  America 

100 

office  equip. 

135 

NA 

NA 

62 

Rio  Tinto  Zinc 

U.K. 

U.S.  Borax  &  Chemical 

100 

chemicals 

131# 

174 

8.8 

63 

Liquigas 

Italy 

Ronson,  Inc.t 

36* 

lighters 

129 

111 

1.8 

64 

Siemens  AG 

Germany 

Siemens  Corp. 

100 

medical,  electronics 

120* 

NA 

NA 

65 

Courtaqldst 

U.K. 

Courtaulds  N.  Amer. 

100 

synthetic  fibers 

120* 

NA 

NA 

66 

Noranda  Minest 

Canada 

Noranda  Aluminum 

100 

aluminum 

50* 

NA 

NA 

Sears  Holdings 

U.K. 

Norandex 
Sears  Industriest 

100 
69 

alum,  products 
laundries 

65* 

NA 
74 

NA 

67 

115 
103 

1.9 

68 

Beecham  Groupt 

U.K. 

Beecham  Inc. 

100 

pharmaceuticals 

100* 

NA 

NA 
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Foreign  Investor 

Country 

U.S.  Company                          % 

Owned 

Industry 

Revenues 
(millions)       ( 

Assets 
millions) 

Profit  (Loss) 
(millions) 

69     Rhone-Poulenc 

France 

Rhodia  Inc. 

100% 

chemicals 

$100* 

NA 

NA 

70    Tootal  Ltd. 

U.K. 

American  Thread 

100 

thread 

98 

$68 

$1.2 

71     Plesseyt 

U.K. 

Plessey,  Inc. 

100 

metals 

92* 

NA 

NA 

72     Brown-Boveri  &  Cie. 

Switz. 

Brown-Boveri  Corp. 

100 

furnaces, turbines 

90* 

NA 

NA 

73     Brooke  Bond  Leibig 

U.K. 

Brooke  Bond  Foods 

100 

food 

79# 

38 

1.2 

74    Trust  Houses  Forte 

U.K. 

TraveLodge  Intl.t 

79 

hotels 

78 

89 

1.8 

75     I.F.I 

Italy 

Bantam  Books 

100 

books         * 

75* 

NA 

NA 

76     Societe  BIC 

France 

BIC  Pen  Corp.t 

57 

pens,  lighters 

74 

61 

6.2 

77     Chloride  Ltd. 

U.K. 

Chloride  Inc. 

100 

batteries 

66* 

30* 

8.1*3 

78    Cadbury-Schweppes 

U.K. 

Cadbury-Schweppes  USA 

100 

candy,  soft  drinks 

60* 

NA 

NA 

79     Montedison  Sp.  A 

Italy 

Novamont 

100 

plastics 

53* 

NA 

NA 

80     La  Farge 

France 

Citadel  Cement 

50t 

cement 

40* 

NA 

NA 

81     VAW 

Germany 

VAW  of  America 

100 

aluminum  billets 

40* 

25* 

NA 

82     Mitsubishi 

Japan 

Mitsubishi  Aircraft 

100 

aircraft 

40* 

NA 

NA 

83     Wilkinson  Sword 

U.K. 

Scripto 

53 

pens 

36 

24 

(2.5) 

84     Baker-Perkins 

U.K. 

Baker-Perkinst 

71 

baking  machinery 

34 

28 

(1.5) 

85     Home  Oil  Co.t 

Canada 

Home  Petroleum 

100 

oil 

30* 

80 

NA 

t  Publicly  traded  in  U.S.         *  Estimate  by  FORBES,  company  sources,  competitors,  Yamaich 
NA  Not   available.         #1973   figures.         1.  Purchase   effective   Jan.    2,    1976.         2.  Schluml 
Southern,    Bowater  Carolina,    Catawba   Newsprint,    Buckmin    Industries.         5.  Gross,   not  net 

Securities,  Donaldson,  Lufkin  &  Jenrette,  Advertising  Age.         $  Indirect  ownership, 
jerger   family   interest,   originally  French,  now  dispersed.         3.  Pretax.         4.  Bowater 
income. 

Why  The  Arabs  Are  Slow  To  Invest  In  The  U.S. 


Not  since  Joseph  McCarthy  began 
turning  up  Communists  under  every 
bed  or  Freon  threatened  the  integrity 
of  the  ozone  layer,  has  a  more  terrify- 
ing specter  affrighted  some  Ameri- 
cans than  that  of  the  berobed  and  be- 
headdressed  Arabs  using  their  oil 
wealth  to  buy  up  the  Western  world. 

Like  McCarthyism,  the  possibility  is 
quite  absurd.  The  U.S.  economy  is  too 
big  for  the  Arabs  or  anyone  else  to 
make  more  than  a  modest  impact.  For 
a  variety  of  reasons,  the  U.S.  and  the 
West  would  probably  be  better  off  if 
the  Arabs  did  pour  big  money  into  the 
West,  but  they  are  unlikely  to  do  so. 

"You  have  to  understand  the  Arab 
mentality,"  says  Richard  Williamson 
of  Donaldson,  Lufkin  &  Jenrette.  "Not 
just  the  Arab,  but  the  Middle  East 
mentality.  They  have  what  I  call  a 
souk,  or  market,  mentality:  I  started 
with  10  dinars  this  morning,  I  had  15 
dinars  this  afternoon  and  I've  got 
them  all  in  my  pocket  right  now. 
That's  the  point,  you  see:  They  want 
the  money  in  their  pockets  and  they 
don't  think  about  what  will  happen 
five  years  from  now,  ten  years  hence. 
It's  a  moneychanger's  mentality  that's 
endemic  to  that  whole  part  of  the 
world." 

Williamson  knows  whereof  he 
speaks.  Before  joining  DLJ  he  was  ad- 
viser to  Kuwait  Investment  Co.  and 
helped  channel  some  of  its  money  in- 
to U.S.  real  estate.  He  contiasts  the 


Arab  approach  with  the  American 
concept,  which  concerns  itself  with 
salting  money  away  today  in  anticipa- 
tion of  a  return  on  it  tomorrow. 

Which  may  be  why  though  the 
Saudis,  for  example,  talk  ambitiously 
of  making  major  investments  in  U.S. 
gasoline  marketing  facilities  and  the 
Iranians  propose  a  scheme  to  refi- 
nance Pan  American  World  Airways, 
somehow  nothing  much  happens. 
When  the  chips  are  down,  the  over- 
whelming bulk  of  the  Arabs'  surplus 
funds  has  gone  short  term.  The  U.S. 
attracted  some  $11  billion  in  Arab 
funds  last  year,  but  all  but  $1.5 
billion  of  it  was  short  term. 

When  the  Arabs  have  moved  be- 
yond these  short-term  commitments, 
it's  not  liquidity  that  attracts  them, 
but  tangibility— physical  investments 
like  real  estate,  hotels,  land.  And 
even  when  they  do  move  into  equi- 
ties, the  same  principle  continues 
to  guide  them.  Take  Kuwait's  purchase 
of  15%  of  Daimler-Benz,  Williamson 
says.  "That  was  something  very  tangi- 
ble—factories, machine  tools— some- 
thing you  could  see,  feel,  smell." 

The  Arabs  are  a  proud  and  sensi- 
tive people,  and  Kuwait's  experience 
with  Daimler-Benz  was  hardly  en- 
couraging for  the  future  of  long-term 
Arab  investment  in  the  West.  German 
Prime  Minister  Schmidt  vowed  public- 
ly that  such  a  thing  would  not  happen 
again.    "My  premise,"   says   William- 


son, "is  that  the  Arabs  will  say,  'We 
don't  wish  to  put  our  money  where 
we're  not  welcome.'  It's  not  a  chau- 
vinistic approach,  it's  realistic:  They 
don't  want  to  crawl  in  bed  with  some- 
body who  doesn't  want  them." 

The  Arab  experience  in  the  U.S. 
has  been  even  worse.  When  they  tried 
to  invest  in  Sterndent,  to  develop  a 
resort  on  Kiawah  Island,  to  buy  up 
banks  in  Michigan  and  California, 
their  efforts  aroused  stiff  opposition. 

It  is  encouraging  nevertheless  that 
the  oil-producing  nations  are  begin- 
ning to  face  the  fact  that  they  cannot 
forever  stash  their  ever-growing  re- 
serves in  short-term  securities;  there 
just  isn't  that  much  liquidity  in  the 
world.  By  mid- 1975  the  Arab  oil  pro- 
ducers' holdings  of  U.S.  Government 
securities  rose  to  $1.6  billion,  from 
$364  million  at  the  end  of  1974.  Gov- 
ernment securities  are  scarcely  a  ven- 
turesome investment,  but  they  arc 
more  so  than  bank  deposits.  Moreover, 
the  producers  are  also  buying  more 
U.S.  common  stocks:  $659  million  in 
the  first  six  months,  as  opposed  to 
$367  million  in  all  of  1974. 

The  real  problem  is  not:  How  do 
we  keep  these  people  from  taking  us 
over?  It  is  rather:  How  do  we  per- 
suade them  to  trust  us  with  their  mon 
ey  for  the  long  pull?  There  is  no  prac 
tical  way  to  reverse  the  events  of  Oc- 
tober 1973,  but  everybody  can  learn 
to  live  with  the  consequences 
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Avis  is  a  registered  trademark  of  Avis  Rent  A  Car  System,  Inc.  © 


"Don't  look  now,  but  we're  about  to  get  another  complaint 
about  the  air  conditioner  in  LB-5468." 


You  can  end  up  in  a  dirty  car. 
You  can  end  up  in  a  faulty  car.  You 
can  end  up  in  an  old  car. 

Avis  doesn't  want  you  to  end  up 
this  way. 

That's  why  Avis  rents  newer  auto- 
mobiles, on  the  average,  than  even 


our  biggest  competitor.  And  Avis 
sets  the  highest  of  standards  for 
maintenance  and  cleanliness. 

(Remember,  we're  the  ones  who 
started  it  all  with  a  clean  ashtray.) 

We're  the  Avis  System,  renting  all 
-make  automobiles,  featuring  those 


engineered  by  Chrysler. 

More  importantly,  we're  the  peo- 
ple of  Avis,  trying  harder  and  caring 
more. 

And  part  of  trying  harder  and 
caring  more,  is  getting  you  a  car 
you'd  be  proud  to  own  yourself. 


Melting  Profits 


Hershey  Foods  is  no  longer  one  of  the  most  profitable 
companies.  But  no  one  seems  to  care. 
Certainly  not  its  largest  stockholder. 


If  an  ordinary  company  doubled  its 
sales  over  a  decade  but  saw  per-share 
earnings  fall  16%  and  return  on  equity 
drop  by  over  26%,  the  chief  execu- 
tive might  be  nervous.  He  might 
start  worrying  about  what  the  board 
would  say  or  at  least  anticipate 
pointed  shareholder  criticism  at  the 
next  annual  meeting.  But  not  if  that 
company  is  Hershey  Foods  Corp.  of 
Hershey,  Pa. 

Although  Hershey  President  Harold 
S.  Mohler  owns  less  than  one-half  of 
1%  of  the  common,  he  runs  the  big 
candymaker  with  no  fear  of  a  stock- 
holder revolt.  That's  because  he  is  al- 
so chairman  of  Hershey  Trust  Co., 
which  was  set  up  by  company  found- 
er Milton  Hershey  in  1905  as  his  in- 
vestment arm  and  now  controls  near- 
ly 65%  of  Hershey  Foods 's  outstand- 
ing common  stock. 

Company  Town 

Mohler  does  not  even  have  to  worry 
about  interference  from  outside  direc- 
tors. Hershey  Foods  has  only  one  on 
its  board  (excluding  an  attorney 
whose  firm  is  retained  by  the  com- 
pany). The  same  goes  for  the  trust 
company:  All  but  one  of  its  directors 
work  for  the  candy  company  or  one 
of  the  many  businesses  the  trust  con- 
trols, like  the  Hershey  National  Bank, 
the  city  utility  companies  and  the 
Hersheypark  amusement  center.  All 
the  trust  company's  income  is  used  to 
support  the  Milton  Hershey  School 
for  orphaned  boys. 

Certainly  there  is  cause  for  unhap- 
piness  in  the  way  the  candy  company 
is  run.  Two  years  ago  Hershey  Foods 
cut  its  dividend  from  $1.10  to  80 
cents  a  share,  which  means  that  this 
year  the  trust  company  will  again  get 
only    $6.1    million    in    dividends,    as 


against  $8.4  million  in  1973. 

Is  anybody  complaining?  "Since 
I've  been  here,  there  has  never  been 
any  discussion  on  what  the  [food] 
company  should  be  doing,"  claims 
school  board  chairman  Dr.  John  O. 
Hershey  (no  kin  to  Hershey  founder 
Milton  Hershey),  who  has  been  with 
the  boys'  school  since  1939.  Adds  Ed- 
ward Book,  also  a  member  of  the 
trust  company's  board  and  president 
of  the  operation  which  runs  the 
well-known  Hersheypark:  "We  look 
at  our  stock  ownership  of  the  com- 
pany as  an  investment.  It  is  for  the 
balance  of  the  stockholders  and  per- 
haps the  SEC  to  look  at  the  other 
aspects  of  the  company." 

Such  lofty  attitudes  in  similar  situa- 
tions have  often  led  to  disaster— at 
Great  Atlantic  &  Pacific  Tea  Co.,  for 
example.  Hershey  Foods  is  not  yet 
such  a  disaster.  But  on  the  other 
hand,  it  is  not  the  healthy,  robust  com- 
pany that  it  once  was. 

Mohler,  a  Lehigh  University-edu- 
cated engineer  from  Ephrata,  Pa., 
who  joined  the  company  in  1948, 
doesn't  think  he  should  be  blamed  for 
the  company's  decline.  There  was,  he 
points  out,  the  squeeze  between  ris- 
ing raw  material  prices,  for  such 
things  as  sugar  and  cocoa  beans,  and 
price  controls  that  kept  him  from  rais- 
ing prices  on  his  candy. 

Once  price  controls  ended,  Mohler 
jacked  up  the  price  of  his  topselling 
candy  bars  from  10  cents  to  15  cents, 
while  the  bars  shrank  steadily  in 
size.  A  20-cent  price  could  be  just 
around  the  corner.  However,  this  cre- 
ated another  problem:  Unit  sales  of 
his  candy  bars  slipped  in  the  past 
year,  though  Mohler  won't  say  by 
how  much.  His  conclusion:  "I  don't 
see  anything  that  says  to  me,  'Gee, 


you'd  better  erase  the  blackboard  and 
start  over.'  " 

Nevertheless,  there  are  some 
changes  impending  in  the  old  pat- 
tern. Over  the  next  five  years  Mohler 
plans  to  add  at  least  two  new  candy 
products  a  year,  probably  containing 
less  chocolate  than  today's  milk  choco- 
late Hershey  Bar.  But  for  big  earnings 
gains  he  is  looking  toward  other  food 
products.  "We  have  $50  million  to 
$100  million ...  for  good  merchan- 
dise. We  are  talking  about  several 
companies  or  one  large  one." 

Already  Hershey's  nonchocolate 
ventures  include  two  small  macaroni 
companies  (San  Giorgio  and  Delmon- 
ico ) ,  a  maker  of  coffee-brewing  equip- 
ment and  other  household  appliances 
(Cory)  and  an  institutional  conve- 
nience-goods supplier  (Portion  Con- 
trol). Last  year  these  companies  to- 
gether earned  just  $13,000  on  sales 
of  roughly  $95  million. 

It  is  possible  that  Hershey  will  be- 
gin to  come  up  with  some  sweeter 
numbers  soon.  For  one  thing,  Mohler 
is  starting  to  shake  up  his  diversifica- 
tions. He  wants  to  sell  Portion  Con- 
trol Industries,  and  he  is  eliminating 
Cory's  household  appliances.  In 
addition,  he  hopes  that  by  consolidat- 
ing his  two  pasta  companies,  he  can 
cut  expenses  and  improve  profits. 

Inflated  Sales,  Profits 

Also,  as  with  most  candy  companies 
this  year,  the  higher  priced  candy 
bars,  despite  the  drop  in  actual  unit 
sales,  are  expected  to  improve  profits. 
In  all,  Hershey  earnings  are  expected 
to  climb  over  20%,  to  around  $2.10  a 
share,  on  sales  of  an  estimated  $580 
million. 

But  does  that  alter  the  fundamental 
problem  at  Hershey?  The  company 
earned  nearly  that  much  ten  years 
ago,  on  less  than  half  the  sales  vol- 
ume. In  1965,  when  Mohler  became 
president  (he  was  named  chairman 
in  early  1974),  the  company  was  the 
most  profitable  major  U.S.  food  com- 
pany and  one  of  the  most  profitable 
enterprises  of  any  kind.  Its  return  on 
stockholders'  equity  averaged  21%,  re- 
markable for  a  food  processor.  For  the 
last  five  years  it  has  averaged  11.9%, 
considerably  less  than  the  industry's 
median,  according  to  Forbes'  last 
Survey  of  American  Indusl  i  \ 

The  question  is:  Who  at  Hersliey 
will  demand  more?  Certainly  not  the 
company's  major  stockholder,  the  Her- 
shey Trust.  And  not  the  Hershey 
board  either,  which  is  packed  with 
company  employees.  So  that  leaves 
the  relatively  powerless  minority 
stockholders. 

For  the  kind  of  Structural  disease 
that  afflicts  Hershey,  there  may  be  no 
effective  cure.  ■ 
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America's  gas  lines  are  her  life  lines. 


Natural  gas  provides  half  the  energy 
for  America's  industry. 


Getting  more  should  he  a  national  priority. 


The  glass  industry  uses  220  billion  cubic 
feet  of  natural  gas  a  year.  That's  90%  of  their 
total  energy  needs.  Gas  is  important  to  the 
processes  that  make  glass  strong  and  smooth. 
Gas  is  important  to  a  lot  of  other  industries, 
too.  Most  of  the  products  you  use  are  related  to 
gas  in  some  way.  Millions  of  jobs  depend  on 
it.  That's  why  a  constant  and  sufficient  natural 
gas  supply  is  vital  to  America's  economy. 

The  natural  gas  is  there.  Studies  show  our 
proved  and  potential  gas  reserves  should  last 
well  into  the  twenty-first  century  at  the  present 
rate  of  use.  But  getting  it  is  not  going  to  be 
easy.  We're  talking  about  gas  that  lies  under 
the  Arctic  ice  and  snow.  Under  the  Atlantic 


outer  continental  shelf.  Locked  in  the  tight 
rock  formations  of  the  Rockies,  and  deeper 
in  the  earth  than  we've  ever  dril'ed  before. 

The  gas  industry  plans  to  invest  billions 
of  dollars  over  the  next  ten  years  to  get  the 
natural  gas  that's  needed.  The  industry  is 
willing  to  take  the  many  business  risks  in- 
volved. But  getting  the  gas  requires  more 
than  money  and  hard  work.  It  involves  many 
factors  beyond  the  gas  industry's  own  con- 
trol. Most  important  is  your  understanding 
and  cooperation  as  we  work  to  solve  a  prob- 
lem that's  vital  to  every  one  of  us. 

Use  gas  wisely.  It's  clean  energy 

for  today  and  tomorrow.       AC«A ££££££" 
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You  Win  Some,  You  Lose  Some 


While  Pullman  Inc.'s  traditional  best  businesses  look  flat, 
its  riskiest  ones  are  booming  and  the  company 
is  finally  making  consistent  profits. 


"You  can  conceptualize  the  hell  out 
of  this  company,"  says  a  security  ana- 
lyst in  Chicago,  Pullman  Inc.'s  home- 
town. "It  has  everything  going  for  it: 
fertilizer,  energy,  steel,  transportation, 
railroads,  mass  transportation,  over- 
seas construction.  .  .  ." 

Pullman  makes  or  contributes  to 
virtually  everything  the  world  will 
need  most  over  the  next  few  years. 
The  prohlem,  as  any  investor  could 
tell  any  economist,  is  that  "need"  isn't 
'If-mand:  One  is  what  people  want; 
the  other  is  what  they  can  pay  for. 

For  many  years  there  was  a  gap  be- 
tween the  concept  at  Pullman  and  its 
realization.  The  late  Sixties  and  early 
Seventies  were  a  period  of  low  re- 
turns, both  on  sales  and  on  capital. 
But  a  breakthrough  came  in  1973 
when  Pullman's  sales  jumped  32%  and 
its  earnings  doubled.  Last  year  sales 
were  up  again,  and,  in  spite  of  soaring 
costs,  earnings  moved  ahead  by  bet- 


ter than  10%,  to  $3.79  a  share.  This 
year,  at  the  nine-month  mark,  earn- 
ings from  operations  are  up  again— 
although  the  full  year  is  something  of 
a  question  mark. 

The  most  profitable  part  of  Pull- 
man's business  these  days  is  the  en- 
gineering and  construction  divisions  it 
acquired  some  years  ago.  M.W.  Kel- 
logg Co.  specializes  in  designing  and 
building  refineries,  chemical  plants 
and  the  like.  Swindell-Dressler's  cur- 
rent best-seller  is  a  direct-reduction 
unit  that  produces  iron  pellets  direct- 
ly convertible  into  steel  (as  long  as 
steel  scrap  remains  high-priced,  these 
units  will  continue  in  great  demand). 

Time  was  when  engineering  and 
construction  were  risky  businesses  and 
Pullman's  knowhow  didn't  always  pro- 
duce profits.  But,  says  President  Sam- 
uel B.  Casey  Jr.,  53,  "with  the  end 
of  fixed-price  contracts,  the  entire 
risk/  reward  ratio  of  the  business  has 


altered."  From  here  on,  he  is  saying 
those  who  want  technology  from  hii 
company  will  have  to  get  it  on  a  ba 
sis  that  is  profitable  for  Pullman.  Only 
rarely,  he  says,  will  Pullman  even  con 
sider  a  fixed-price  contract. 

Engineering  and  construction  art 
low-margin  businesses,  of  course 
which  is  why  even  in  a  good  year  like 
1974  Pullman's  total  profit  margin  wa: 
barely  3  cents  on  the  dollar.  But  they 
are  also  businesses  where  the  capita 
investment  is  low.  "Our  return  on  in- 
vestment in  this  business  is  100%,"  sayj 
Casey.  Then,  thinking  better  of  tht 
statement,  he  amends  it:  "Well,  may 
be  85%.  .  .  ."  He  points  out  that  en 
gineering  and  construction  require 
only  about  15%  of  Pullman's  capita 
but  contribute  nearly  twice  that  per 
centage  to  its  earnings.  Pullman's  con 
struction  hack  orders  are  now  $3..c 
billion,  up  from  just  $3  billion  this 
time  last  year.   If  Pullman's  earnings 
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Rexnord 


Uncommon  skills  in  engineering 

and  a  commitment  to  solve 

problems  for  industry 

We  have  built  our  company  on  engineering  excel- 
lence. It  has  been  a  primary  commitment  for  more 
than  80  years.  Rexnord  products,  with  this  strong 
foundation,  have  been  developed  with  one  objec- 
tive: to  apply  these  engineering  skills  in  solving 
problems  for  industry.  Whether  it  is  a  fingertip- 
sized  fastener  for  a  McDonnell-Douglas  DC-10  or  a 
600  ton  crusher  for  mineral  reduction,  our  belief  in 
skillful  engineering  and  outstanding  quality  has 
never  varied. 

Rexnord's  capabilities  and  our  products  are  dis- 
cussed in  our  new  corporate  brochure.  For  your 
copy,  write  W.  C.  Messinger,  Chairman,  Rexnord 
Inc.,  P.  O.  Box  2022,  Milwaukee,  Wisconsin  53201. 


Rexnord 
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Nordberg  vibrating  screens 

—  engineered  to  increase 

capacity,  save  power 
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Exclusive  design  of  new  Nordberg  DF  screens 
increases  capacity  up  to  40%.  Delivers  more  fin- 
ished product  with  far  lower  total  connected  horse- 
power. More  screening  efficiency  in  less  space  No 
daily  maintenance  of  seals. 

Rexnord 
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beat  last  year's,  it  will  be  entirely 
due  to  engineering  and  construction. 

Pullman's  transportation  business 
is,  unfortunately,  still  as  cyclical  as 
ever.  The  freightcar  operation  prob- 
ably provided  close  to  half  the  com- 
pany's $41-million  profits  in  1974  on 
little  more  than  one-fourth  of  its  $1.4- 
billion  sales.  Pullman  went  into  this 
year,  explains  Casey,  with  a  35,000- 
car  backlog,  but  a  lot  of  those  were 
so-called  XYZ  orders  for  space  on  the 
production  line,  not  firm  commitments, 
and  never  materialized. 

Pullman's  car  lines  have  nonethe- 
less been  working  at  close  to  capacity, 
with  profits  running  higher  than  last 
year's— a  situation  that  will  continue 
for  the  nine  months  the  present  back- 
log of  some  12,000  is  expected  to  last. 
After  that?  Much  depends  on  the 
economy.  For  now  Casey  is  promoting 
Pullman's  coal  cars,  a  new  product. 

You  can  just  about  write  off  Pull- 
man's other  major  transportation  busi- 
ness, truck  trailers,  for  this  year.  Nor- 
mally its  Trailmobile  division  does  well, 
but  not  with  industry  output  down 
from  115,000  to  65,000.  Most  people 
with  thoughts  of  buying  a  truck  did 
so  last  year,  before  the  Government's 
expensive  new  antiskid  braking  stan- 
dards went  into  effect  in  January.  For 
now,    the  best-looking   part   of   Pull- 


man's transportation  business  is  its 
truck-financing  and  freightcar-leasing 
subsidiaries,  which  (with  tax  bene- 
fits) brought  in  a  tidy  $ll-million 
profit  last  year. 

Most  of  Pullman's  transportation 
business  involves  the  hauling  of 
freight.  But  perhaps  because  of  loy- 
alty to  its  origins,  Pullman  also  makes 
passenger  equipment.  One  conse- 
quence is  the  company's  trouble- 
plagued  contract  for  745  New  York 
City  subway  cars.  Casey  admits  to  be- 
ing "worried  to  death"  about  whether 
New  York  City  will  be  able  to  pay  the 
rest  of  the  $150  million  owing  on  the 
new  cars,  now  rolling  out  at  the  rate 
of  five  a  week.  They  haven't  yet 
passed  a  30-day  test:  About  12  days 
into  the  August  testing  period,  wiring 
in  the  control  boxes  began  to  short- 
circuit.  "General  Electric  went  to  work 
with  its  best  and  brightest  trying  to 
fix  that,"  smiles  Casey  ruefully.  It 
seems  they  succeeded,  and  testing  has 
started  all  over  again. 

Take  It?  Or  Leave  It? 

Pullman's  New  York  City  fiasco  al- 
ready involved  a  cost  overrun  earlier 
this  year  of  "several  million  dollars," 
ascribed  to  inflation  and  trouble  with 
the  switching  equipment.  Would  Pull- 
man stay  in  the  business?  Or  would 


it  follow  St.  Louis  Car  and  ACF  out? 

The  answer  came  in  April  when 
Pullman  accepted  an  order  from  Am- 
trak  for  235  double-decker  cars  at  a 
base  price  of  $143  million— the  first 
passenger-car  order  in  recent  history. 
That  includes,  stresses  Casey,  full  al- 
lowances for  inflation  and  provides  a 
positive  cash  flow  from  Day  One. 

To  handle  the  job,  the  company  is 
buying  back  (for  a  song)  from  a 
small  steel  company  a  plant  it  once 
owned  in  Hammond,  Ind.  But  that 
contract  keeps  Pullman  in  the  busi- 
ness only  until  1978,  and  Casey  is 
quite  willing  to  speculate  aloud  wheth- 
er it  will  still  be  there  in  1980.  "It's  a 
bum  business,"  he  says  flatly.  "Passen- 
ger transportation  is  a  devastatingly 
big,  complex  problem  for  the  coun- 
try. The  solution  is  not  up  to  us.  If 
American  companies  can't  satisfy  this 
demand,  the  buyers  will  probably  go 
abroad.  But  you  might  talk  to  the  la- 
bor people  about  that." 

What  all  this  illustrates  is  that  con- 
cepts by  themselves  do  not  make  mon- 
ey. You  make  money  sale  by  sale 
and  order  by  order.  Pullman  is  in  some 
great  areas.  Whether  it  continues  to 
make  good  money  from  them  depends 
not  on  the  validity  of  the  concepts, 
but  on  the  economy  in  general  and 
Casey's  management  in  particular.   ■ 


Rex  bucket  elevators 

—  engineered  for  higher 

centers  and  greater  capacities 


Rex  elevators  handle  more  bulk  materials,  bear  up 
better  under  severe  day-in-day-out  duty.  Have  the 
built-in  ability  to  resist  shock,  wear,  abrasion,  dust. 
All  Rexnord-engineered  components  are  perform- 
ance matched  to  the  application  requirements. 

Rexnord 
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American  water  conditioning 

—  engineered  for  the  ultimate 

in  process  water  treatment 


Systems  provide  properly  conditioned  water  in  any 
volume  for  any  industry.  Equipment  includes  hot 
and  cold  softeners,  ion  exchangers,  deaerators, 
chemical  feeders,  demineralizers,  degasifiers,  and 
dealkalizers. 

Envirex 

a  Rexnord  Company 


Dis-Disinfermediation? 

Savings  banks  are  being  forced  to  borrow  in 
the  money  markets—and  pay  over  9%  interest. 


Threatened  once  again  with  disin- 
h  Ti  Mediation— mass  withdrawals,  in 
plain  English— a  number  of  venture- 
some savings  institutions  are  casting 
about  for  fresh  sources  of  capital. 

The  most  imaginative  to  date  is 
Los  Angeles'  California  Federal  Sav- 
ings. New  York's  Loeb,  Rhoades  & 
Co.  has  just  helped  Cal  Federal  sell 
a  $50-million  bond  issue.  Not  only  is 
it  unusual  for  S&Ls  to  sell  bonds,  the 
bonds  themselves  are  unusual.  They 
mature  in  ten  years  and  carry  a  rate 
of  9Js%— considerably  longer  term  and 
higher  interest  bearing  than  typical 
fixed-term  deposits  with  S&Ls. 

What's  more,  the  bonds  are  rated 
triple  A,  and  quickly  sold  out  chiefly 
to  institutional  investors. 

Why  triple  A?  Because  as  collateral 
for  the  $50  million  in  bonds,  Cal 
Federal  is  pledging  considerably  more 
than  $50  million  in  government-in- 
sured or  guaranteed  home  mortgages 
that  it  owns. 

Without   this   novel  financing,  says 


Lloyd  Dunn,  Cal  Federal's  general 
counsel,  "Our  cost  of  money  would 
have  been  so  prohibitive  that  we 
wouldn't  have  issued  any  kind  6f 
long-term  note.  At  these  rates  we  can 
put  mortgage  money  out  at  9%%  or 
more."  Moreover,  a  substantial 
amount  of  that  issue  will  also  find  its 
way  into  higher  yielding,  ten-year 
home-improvement  loans,  thus  partly 
matching  bond  and  loan  maturities. 

Back  East,  the  $3.8-billion  (assets) 
Philadelphia  Saving  Fund  Society,  the 
nation's  oldest,  tapped  the  general 
capital  market,  too.  PSFS  went  after 
small  investors  with  a  minimum  of 
$1,000,  including  its  own  depositors. 
Interest  was  9%,  maturity  seven  years. 
The  savings  bank  was  hoping  to 
raise  $10  million  initially  and  $50 
million  eventually. 

What  was  it  giving  investors  be- 
sides 97c?  Not  much.  There  is  no  col- 
lateral behind  the  subordinated  notes. 
Moreover,  the  savings  bank  expects 
that  there  will  be  no  aftermarket  for 


the  notes— unlike  the  California  issue, 
which  will  have  a  sponsored  market. 

The  Philadelphia  bank's  issue  max 
find  the  going  rough.  The  interest 
rate  isn't  sufficiently  higher  than  that 
of  Treasury  notes  to  compensate  for 
the  loss  of  liquidity.  But  Cal  Fed- 
eral's method  is  a  different  matter. 
Thus  the  prospects  for  getting  mort- 
gage money  in  California  look  better 
than  in  Pennsylvania. 

In  addition,  the  Pennsylvania  home- 
owners are  the  victims  of  a  "usury" 
law  that  is  supposed  to  protect  con- 
sumers. One  of  several  usury  limit 
states,  Pennsylvania  limits  mortgage 
interest  by  law  to  2.5  percentage 
points  above  the  long-term  govern- 
ment securities  rate  of  the  two  prior 
months;  the  net  effect  of  such  laws  is 
to  drive  mortgage  money  out  of  those 
states.  California  has  no  usury  limits. 
An  11%  mortgage  may  be  painful  for 
the  homeowner,  but  it  is  preferable 
to  no  mortgage  at  all.  A  California 
S&L  can  afford  to  pay  9V»%. 

For  financing,  housing  has  depend- 
ed on  the  small  saver  with  the  savings 
institution  as  an  intermediary.  Cal 
Federal  may  have  found  a  way  to 
tap  the  institutional  market  for  scarce 
housing  money.  It  has  been  able  to 
do  so  because  of  imaginative  fi- 
nancing and  more  sensible  laws.  ■ 
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Carrier  vibrating  conveyors 

—  engineered  to  lower  conveying 

and  processing  costs 


Single  conveyor  handles  heating,  cooling,  drying, 
screening,  scalping,  mixing,  dewatering,  and 
separating  of  everything  from  food  to  scrap  steel. 
Application  engineered  for  optimum  efficiency. 
Also  saves  floor  space,  investment. 

Rexnord 
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Thomas  flexible  couplings 

—  engineered  to  transfer 

power  efficiently 


Solve  misalignment,  end  float,  and  backlash  prob- 
lems with  Thomas  flexible  disc  couplings.  Assure 
faster,  easier  installation  with  economical  Thomas    < 
elastomer  couplings.  Handle  higher  torques  with 
roller  chain  couplings 

Rexnord  _i 
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Parting  Gesture 


Hoerner  Waldorf's  71 -year-old  chairman  hated  to  go. 
He  hated  it  so  much,  he  started  a  proxy  fight. 


When  the  time  comes,  most  cor- 
porate bosses  retire  reluctantly,  but 
gracefully.  Not  Alvin  J.  Huss,  the  71- 
year-old  former  board  chairman  of 
Hoerner  Waldorf,  the  respected  $471- 
million  (sales)  paperboard  producer. 
When  his  time  came,  he  tried  to  sell 
the  St.  Paul-based  company  out  from 
under  his  colleagues.  And  when  that 
failed,  he  started  a  proxy  fight  that  is 
hurting  the  company  he  loves. 

The  directors'  mouths  fell  open. 
There  was  Huss  unveiling  an  "agree- 
ment" to  sell  out  to  Champion  Inter- 
national via  a  1-for-l  stock  swap. 
Both  directors  and  management,  who 
prize  their  independence  and  their 
notably  high  salaries,  knew  that  Huss 
was  talking  to  Champion.  But  they 
hadn't  given  him  a  mandate  to  sell. 

They  vetoed  the  deal,  and  fired 
Huss  on  the  spot. 

Huss  expected  as  much.  Aided  by 
the  Hoerner  family  and  others  con- 
trolling over  15%  of  the  shares,  and 
by  two  proxy-solicitation  firms,  Huss 


marched  from  that  June  30  meeting— 
and  into  battle. 

Huss's  motives  are  open  to  ques- 
tion. He  maintained  that  the  merger 
would  have  helped  Hoerner  by  insur- 
ing it  a  long-range  pulp  supply.  In 
addition,  Champion's  more  liquid 
shares  trade  for  some  13%  more  than 
Hoerner's.  (That  means  about  $3  mil- 
lion to  stockholder  Huss.) 

Almost  certainly,  the  respected 
"elder  statesman  of  the  paper  indus- 
try" also  believes  that  the  company 
can't  prosper  without  him.  He  head- 
ed the  company's  board  since  soon 
after  he  sold  his  Huss  Ontonagon  Pa- 
per &  Pulp  Co.  to  Hoerner  Boxes  in 
1962.  But  lately  other  directors  and 
managers  consulted  with  him  less  and 
less.  The  proud  old  man  resented  that 
and  began  planning  a  last  hurrah— 
the  Champion  deal. 

On  the  face  of  it,  the  figures  do  not 
favor  the  now-shelved  merger.  Hoer- 
ner is  doing  fine  without  Champion. 
According  to  Forbes'  Annual  Survey 


of  American  Industry  (Jan.  1),  Hoer- 
ner is  No.  One  in  packaging  with  a 
16.4%  return  on  stockholders'  equity 
and  a  13.1%  growth  rate  in  earnings 
per  share  over  the  last  five  years. 

Even  in  this  year  of  price-cutting 
and  overcapacity,  Hoerner  is  doing 
much  better  than  others,  including 
broadly  based  Champion.  Hoerner's 
net  is  down  36%,  but  Champion's  is 
down  60%  for  the  first  half  of  1975. 
In  short,  a  case  could  be  made  that 
the  merger  was  a  good  deal— for 
Champions  shareholders. 

Barring  a  surprise,  the  proxy  mess 
should  drag  on  until  Hoerner's  Feb- 
ruary annual  meeting.  There,  share- 
holders will  decide  between  Huss's 
group  and  the  remaining  directors 
and  management,  who  own  only  4% 
of  the  stock. 

Meantime,  there  is  plenty  of  mud- 
slinging  going  on  and  plenty  of  man- 
agement time  being  wasted  on  the 
battle.  That  alone  poses  a  serious 
threat  to  the  company's  health.  Cham- 
pion's chief  executive,  Andrew  C.  Sig- 
ler,  told  Forbes:  "After  what  that 
company  is  going  through,  we'd  have 
to  take  a  second  look  before  we'd  con- 
sider trying  again  to  merge." 

In  trying  to  take  the  company  with 
him,  proud  old  Alvin  Huss  may  end  up 
only  taking  it  down  a  rung  or  two.    ■ 
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serving  customer  needs 
worldwide 
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Rexnord  has  a  worldwide  sales  and  manufacturing 
network  operating  29  plants  in  14  countries,  with 
sales  offices  and  authorized  distributors  in  all  major 
cities.  A  highly  trained  field  force  offers  full  engi- 
neering and  service  assistance. 
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Learn  more  about  Rexnord 
problem-solving.  Write  us 


Our  corporate 
brochure  and  annual 
report  detail  the  many 
ways  that  Rexnord 
might  be  of  help  to  you. 
Just  fill  out  coupon 
below  and  mail  to 
W.  C.  Messinger, 
Chairman, 
Rexnord  Inc.,  P.  O. 
Box  2022,  Milwaukee, 
Wisconsin  53201. 
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Greater 

productivity 

through 

retailing 


MANY  THINGS 
GECC  FINANCES 
AREN'T  EVENf 
ELECTRIC 


In  our  consumer  economy,  the  future  of 
almost  all  American  business  is  tied  to  the 
ring  of  the  retailer's  register.  And  today  more 
than  ever,  the  growth  of  retailing  and  the  mil- 
lions of  jobs  it  supports  depend  heavily  on 
the  ready  availability  of  consumer  credit. 

Providing  that  credit  is  one  of  General 
Electric  Credit's  jobs.  We  make  it  easy  for 
consumers  to  buy  —  and  for  retailers  to  grow 
—  with  a  wide  variety  of  financing  programs. 

When  retailing  prospers,  so  does  the  entire 
economy.  Nothing  happens  until  the  retailer 
makes  the  sale  —  but  when  he  does,  millions 
of  workers  in  manufacturing  and  distributing 
jobs  benefit  as  well. 

In  addition  to  retailing,  we  work  with  many 
other  segments  of  American  business.  Our 
financing  and  leasing  programs  provide  the 
latest  equipment  and  facilities  for  greater 
productivity,  greater  profits. 

Turn  to  us  for  the  financing  services  your 
business  needs. 

At  General  Electric  Credit,  we  help  Ameri- 
can business  finance  its  own  future  and 
create  new  jobs. 


CORPORATION 

Administrative  Offices: 
Stamford,  Connecticut  06904 
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No  Wonder  The  Market  Crashed 


In  the  last  few  years,  those  who 
argue  that  the  stock  market  is  a  ra- 
tional mechanism  that  rises  and  falls 
with  changes  in  corporate  earnings 
have  had  some  explaining  to  do.  Prof- 
its for  the  Standard  &  Poor's  425  were 
up  over  33%  during  the  1973-74  pe- 
riod; stock  prices  plummeted  42%. 
Some  rational  mechanism! 

While  investors  were  losing  lots  of 
money,  analysts  lost  lots  of  face.  "The 
portfolio  managers  were  saying  the 
analysts  are  doing  bad  research,"  says 
William  S.  Easman  Jr.,  38,  a  member 
of  the  investment  policy  committee  of 
Faulkner,  Dawkins  &  Sullivan,  a  pres- 
tigious institutional  research  firm. 
"My  response  to  that  is:  We  weren't 
doing  bad  fundamental  research,  we 
were  just  dealing  with  an  incomplete 
set  of  fundamentals." 

The  market,  Bill  Easman  says,  does 
reflect  earnings.  But  to  make  the  fun- 
damentals complete,  you  must  not 
look  only  at  reported  (or  nominal 
corporate  earnings.  You  must  also 
look  at  how  changes  in  the  inflation 
rate  affect  those  profits.  Only  then  do 
you  know  what  "real"  earnings  are— 
which  is  what  the  market  as  a  ration- 
al mechanism  will  react  to. 

Reported  earnings  went  up  in 
1973-74,  but  "indexed"  earnings,  al- 
lowing for  inflation,  went  down— and 
so  did  the  stock  market. 

The  hypothesis  developed  by  this 
Faulkner,  Dawkins  &  Sullivan  invest- 
ment man  fits  nicely  into  what  has 
happened  in  the  first  half  of  1975, 
too:  Earnings  went  down,  but  the 
market  went  up— the  exact  reverse  of 
the  previous  two  years.  The  reason, 
says  Easman,  is  that  the  inflation  rate 
has  been  dropping  faster  than  profit- 
ability has  been  falling,  and  thus, 
"the  real  reward  is  going  up." 

Underlying  this  whole  approach  is 
the  assumption  that  inflation  eats 
away  capital,  not  just  income.  "In- 
come is  only  one  facet  of  wealth,  it's 
what  wealth  produces,"  says  Robert 
Colin,  Faulkner,  Dawkins'  executive 
vice  president  for  investment  policy 
and  a  collaborator  with  Easman. 
"What  we  have  tried  to  get  across  is 
the  idea  that  inflation  attacks  all 
wealth."  Easman  and  Colin  figure  this 
way:  If  a  company  earns  14%  on  its 
capital,  but  the  inflation  rate  is  12%, 
that  company  really  earned  only  2%. 

For  a  specific  case,  take  Minnesota 
Mining  &  Manufacturing.  It  reported 
earnings  of  $2.66  a  share  last  year, 
a  nominal  return  on  equity  of  19%. 
But    after    adjusting    profits    for    the 


12%  inflation  that  prevailed,  earnings 
are  just  96  cents  a  share— a  return  of 
only  7%.  This,  Easman  thinks,  might 
well  explain  the  46%  drop  in  3M's 
stock  over  the  1972-74  period.  In  "in- 
dexed" terms,  the  company  wasn't 
even  covering  its  $1.35  dividend. 

A  nice,  neat  theory.  But  is  it  useful 
in  predicting  stock  prices?  Easman 
says  yes.  Not  infallible,  but  useful. 

The  crucial  number  is  ,T/hat  Eas- 
man calls  the  "indexed  price/ earnings 
ratio."  To  arrive  at  this  ratio,  you  must 
first  figure  the  indexed  earnings  per 
share  of  your  stock.  There  are  several 
rather  simple  steps  involved  here: 

Express  reported  earnings  as  a  re- 
turn on  equity. 

Now  subtract  the  inflation  rate  that 
prevailed  from  the  return:  What  re- 
mains is  the  indexed  return  on  equity. 

Indexed  earnings  per  share  result 
from  converting  the  result  of  this  lat- 
ter step  into  dollars  and  cents,  by 
multiplying  the  indexed  return  times 
average  equity  per  share. 

Take  an  example.  Schlumberger 
Ltd.   reported   $2.68  per-share   earn- 


Colin   And   Easman   (left):   "Inflation 
attacks  all  wealth— not  just  income." 


With  earnings 
rising, 
why  was  the 
stock  market 
sick? 


Answer: 
Adjusted 
for  inflation, 
earnings  have 
been  falling, 
not  rising. 


Source: 

Faulkner,  Dawkins  &  Sullivan,  Inc. 
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Write:  Frank  Alspaugh.  Div.  of  Industrial  Development.  Rm  C05  State  Office  Bldg.  Richmond.  Va.  232 
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Gentlemen:  Please  send  me 
details  on  how  MUZAK  can  help 
increase  productivity. 

Name 

Company 

Address . 

City 


State. 


_Zip. 


MUZAK  CORPORATION 

100  Park  Averrue,  New  York,  N.Y.  10017 
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!£-*  EXECUTIVE'S 
GUIDE  TO  MAJOR 
AMERICAN  CITIES 

by  William  G.  Flanagan 

SAVVY  ADVICE  FOR  KINGPINS 
AWAY  FROM  HOME  TURF: 

•  Where  to  Stay 

•  Where  to  Eat 

•  Where  to  Drink 

•  Nightlife 

•  Map  of  Each  City 

•  Sports,  Culture,  Amusements 

•  Shopping 

•  Family  Activities 

•  Transportation 

•  Getting  in  from  the  Airport 

•  Tips  on  Each  City 

•  Recommended  City  Guides 

COVERS  THE  22  U.S.  AND 
CANADIAN  CITIES  MOST  VISITED 
BY  EXECUTIVES: 


Atlanta 

Baltimore 

Boston 

Chicago 

Cleveland 

Dallas 

Denver 

Detroit 

Honolulu 

Houston 

Los  Angeles 


Miami 

Montreal 

New  Orleans 

New  York 

Philadelphia 

Pittsburgh 

St.  Louis 

San  Francisco 

Seattle 

Toronto 

Washington 
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INCLUDES  A  BONUS  CHAPTER: 
"HOW  TO  STRETCH  YOUR 
EXPENSE  ACCOUNT" 
By  the  Editor  of  Business  Week's 
Popular  "Personal  Business"  Column 

At  your  bookseller  or  $7.95 

WILLIAM  MORROW 

OEPT.  1ACF 

IOS  Madiaen  Av».,  N.  V.  loots 


The  Money  Men 


ings  in  1974;  its  average  equity  per 
share  was  $11.56,  so  its  nominal  re- 
turn on  equity  works  out  to  23.2%. 
With  12%  inflation,  indexed  return  on 
equity  is  11.2%.  Multiply  the  indexed 
return  by  the  equity  per  share,  and 
Schlumberger's  "indexed  earnings  per 
share"  were  $1.29  for  1974. 

Once  you  get  the  indexed  earnings 
per  share,  divide  it  into  the  price  of 
the  stock.  Voila!  You  have  Bill  Eas- 
man's  indexed  P/E.  In  the  Schlum- 
berger  case  above  the  indexed  P/E 
is  56. 

Underlying  this  theory,  of  course, 
is  the  belief  that  stock  prices  react 
logically  to  real  earnings  changes 
most  of  the  time.  They  claim  that  if 
you  use  indexed  earnings  rather  than 
reported  earnings,  you  will  find  that 
price/ earnings  ratios  have  been  rela- 
tively stable  in  this  troubled  period 
compared  with  nominal  P/E  ratios. 

To  test  their  theory,  Easman  and 
Colin  have  studied  the  market  aggre- 
gates over  the  past  several  years.  They 
found  that  since  1968  the  S&P  425 
has  generally  sold  for  between  25 
times  and  33  times  indexed  earnings 
per  share.  On  a  nonindexed  basis,  the 
range  was  from  7  to  20  times— a  much 
greater  percentage  fluctuation. 

Under  the  indexed  earnings  theory, 
it  seems  fairly  simple  to  figure  wheth- 
er a  stock  is  a  good  buy  or  not.  If 
it's  selling  at  a  lower-than-normal  in- 
dexed P/E,  it  is  a  good  buy.  If  not, 
it  is  a  bad  one. 

It  would  be  nice  to  report  that  the 
boys  at  Faulkner,  Dawkins  have  come 
up  with  a  nice,  simple,  automatic  way 
of  predicting  stock  prices.  They 
haven't.  "Using  our  method,"  says 
Easman,  "you've  got  to  forecast  in- 
dexed earnings.  So  you've  really  got  to 
make  two  forecasts,  one  for  nominal 
earnings,  and  one  for  the  inflation  rate. 
So  your  risks  of  making  a  lousy  fore- 
cast are  very  real.  But  they're  nowhere 
near  as  great  as  ignoring  inflation." 

If  you  buy  Easman's  indexing  argu- 
ments and  methodology,  then  you'll 
also  want  to  know  about  inflation  le- 
veraging. In  essence,  this  means  that 
if  inflation  continues  to  subside,  the 
companies  with  the  lowest  nominal 
returns  on  equity  will  benefit  the  most 
in  terms  of  indexed  profits  because  a 
company  earning  14%  on  its  capital  is 
only  barely  in  the  black— on  an  in- 
dexed basis— if  inflation  is  at  10%.  But 
if  inflation  subsides  to  6*  its  "real" 
profitability  would  double. 

By    contrast,    a    company    report' 
ing   a   20%   return   on   equity    would 
already  be  earning  10'*  in  real  ten 
a  drop    in    the    inflation    rate    to    (i'< 
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ift  The  call  to  greater 
energy  independence 


Long  before  1776  Americans  had 
come  to  consider  themselves  a  dis- 
tinct and  different  people;  totally  free, 
dependent  upon  none. 

Provoked,  they  rallied  to  the  call 
and  forged  their  Declaration  for  all 
men  to  know,  once  and  for  all,  that 
Americans  would  forever  decide  their 
own  destiny. 

The  rest  of  the  civilized  world 
doubted  that  a  democratic  republic, 
dedicated  to  free  enterprise  and  de- 
termined to  rule  by  the  consent  of  the 
ruled,  could  long  endure. 

They  overlooked  America's  strength 
of  will,  vigor,  ingenuity,  productive- 
ness—and its  abundance  of  natural  re- 
sources—which together  soon  made 
possible  wealth  beyond  avarice  and  a 
standard  of  living  unknown  in  the  re- 
corded history  of  mankind. 

And  everything  was  made  possible 
by  the  fact  that  energy  was  available 
in  great  plenty. 

The  world  has  long  since  ceased  to 
marvel  at  America's  achievements 
resulting  from  the  application  of  har- 
nessed energy— be  they  the  wide- 
spread benefits  of  industrial  mass 
production,  or  agricultural  output. 

One  dramatic  example— with  less 
than  one-tenth  of  one  percent  of  the 
world's  population  employed  on  U.S. 
farms,  America  is  able  to  feed  over 
twenty  five  percent  of  the  world's  pop- 
ulation. 


It  is  peculiarly  ironic  that  now,  on 
the  eve  of  its  Bicentennial,  America 
must  confess  that  in  energy— the  very 
thing  which  helped  make  greatness 
possible  — it  is  not  independent. 

It  must  harken  to  the  voices  of  non- 
Americans  with  oil,  whose  decisions 
will  drastically  effect  America's  ability 
to  produce  and  to  move. 

As  they  will  effect  America's  unem- 
ployment rate,  its  economic  health,  its 
standard  of  living  — yes,  even  its  for- 
eign policies. 

It  is  now  self-evident  that  those 
countries  with  oil  are  determined  to 
use  it  for  wealth  and  power  while  it 
lasts,  regardless  of  the  harm  bestowed 
upon  others,  despite  the  despair 
visited  upon  under-developed  nations 
which  trace  their  plight  to  an  under- 
supply  of  energy. 

And  who  can  evidence  shock  at 
such  self-aggrandizement? 

We  can. 

Because,  in  a  world  given  to  ex- 
tracting toll,  the  United  States  has 
freely  shared  its  wealth  with  the  world 
—  including  the  Middle  East— more 
liberally  than  any  nation  in  history. 

Generosity  is  a  characteristic  which 
remains  particularly  American.  It 
would  be  foolhardy  to  expect  it  in  all 
others.  Now,  or  in  the  future. 

Awaken. 


Realize  the  clear  peril  to  America's 
independence  — to  its  very  ability  to 
decide  its  own  destiny— if  it  does  not 
embark  upon  a  crusade  to  conserve 
all  forms  of  energy ...  put  to  immedi- 
ate use  the  superabundance  of  its  own 
coal... and  enlist  full  vigor  in  devel- 
oping other  sources  of  energy  against 
the  day  when  all  the  world's  oil  will  be 
none. 

Would  that  solar,  tidal,  geothermal— 
or  some  other  virtually  unlimited 
source— were  in  America's  present 
rather  than  its  distant  future. 

Would  that  nuclear  energy  could  be 
conscripted  as  quickly,  as  economi- 
cally, as  easily  as  coal. 

Coal,  which  can  be  mined  and— as 
proven— the  terrain  restored  to  equal 
or  better  than  its  un-mined  state. 

Coal,  which  can  be  burned  and— as 
proven— the  ambient  air  left  unharmful 
to  man. 

Coal,  the  only  fuel  in  which  America 
is  totally  self-sufficient. 

In  truth,  there  is  four  times  more 
energy  in  that  coal  than  in  all  the  Mid- 
dle East's  oil. 

Couple  coal  and  conservation  and 
the  United  States  of  America  is  well  on 
its  way  to  enjoying  the  heritage  of  an 
independent  life  by  design  rather  than 
suffering  a  dependent  one  by  default. 

Good  men  will  answer  the  call. 


...there  is  now  no  real  alternative. 


American  Electric  Power  Company,  Inc. 


Subsidiaries 


Appalachian  Power  Co..  Indiana  &  Michigan  Electric  Co..  Kentucky  Power  Co..  Kingsport  Power  Co.,  Michigan  Power  Co.,  Ohio  Power  Co.,  Wheeling  Electric  Co. 


The  Money  Men 


would  increase  its  indexed  profits  by 
only  about  40%. 

Whether  you  should  play  the  high- 
leverage  or  low-leverage  stocks,  says 
Easman,  depends  on  how  you  expect 
the  economy  to  perform  over  the  next 
18  months  or  so.  If  you  think  the 
economy  will  remain  sluggish,  but  in- 
flation will  continue  to  drop,  there 
may  be  more  bounce  in  the  real  prof- 
itability of  the  leveraged  stocks— the 
ones  whose  nominal  return  on  equity 
is  only  average,  the  companies  earn- 
ing 10%  or  12%  or  so  on  their  equity. 
That  way  you  may  get  a  nice  kicker 
out  of  the  drop  in  the  inflation  rate 
even  if  nominal  earnihgs  don't  move. 

But  if  you  expect  to  see  the  econ- 
omy come  to  life  and  inflation  come 
roaring  back,  then  you  buy  the  com- 
panies with  the  higher  returns  on 
equity.  These  companies  presumably 
would  have  sufficiently  high  returns 
to  protect  their  equity  from  resurgent 
inflation. 

According  to  his  own  crystal  ball, 
Easman  says  there  is  room  for  doubt 
as  to  the  nature  of  the  pickup,  but 
little  doubt  that  inflation  will  contin- 
ue to  subside  for  a  while  at  least,  as 
measured  on  a  year-to-year  basis. 
On  the  inflation  improvement  alone, 
therefore,  real  (indexed)  earnings  in 
1976  for  the  S&P  425  stocks  will  most 
likely  be  double  their  yearend  1974 
levels.  That  could  mean,  argues  Eas- 
man, that  many  stock  prices  could 
double  from  their  1974  lows. 

But  there  is  a  third  possible  sce- 
nario: continued  stagflation  with,  say, 
12%  inflation.  "That  would  be  a  di- 
saster!" exclaims  Easman.  "If  that  hap- 
pened, we  would  be  in  worse  shape 
next  year  with  12%  inflation  than  we 
were  in  1974  with  12%  inflation,  be- 
cause corporate  profitability  in  nomin- 
al terms  might  well  not  be  back  to  the 
1974  level.  So  you'd  have  stock  prices 
and  inflation-adjusted  earnings  even 
below  the  desperately  low  levels  that 
occurred  last  year."  Good-bye  1000 
on  the  DJI;  hello  500. 

We  reminded  Easman  that  while 
inflation  has  slowed  down,  the  long- 
term  portents  aren't  good.  He  agreed. 
"Beyond  next  year,  the  burden  of 
proof  is  on  the  bulls  that  inflation 
won't  come  roaring  back.  I  am  in- 
clined to  guess  that  inflation  could 
reaccelerate  in  1977."  If  on  the  re- 
covery, inflation  shoots  up  to  15%,  a 
company  would  have  to  earn  over 
15%  on  its  equity  just  to  stay  even  in 
indexed  terms.  A  company  paying  out 
50%  of  its  earnings  would  have  to  earn 
30%  to  stay  even. 

Unlike  all  too  many  stock  market 


theoreticians,  Easman  is  careful  not  to 
claim  too  much  for  this  system.  It  can- 
not, he  points  out,  deal  with  the  fun- 
damental shifts  in  valuation  that  oc- 
cur from  time  to  time  in  the  market. 
His  studies  show  that  the  S&P  425 
sold  at  a  "real"  price/ earnings  ratio 
of  20  to  25  times  from  1957  and 
1967.  It  has  shifted  to  a  25-33  times 
basis  since  then.  If  the  market  were 
to  shift  back  to  the  lower  "real"  P/E 
range,  stocks  might  not  rise  as  much 
as  he  expects. 

Obviously,     therefore,     the     Index 


Theory  has  its  limitations.  It  can  work 
no  better  than  the  accuracy  of  the 
predictions  put  into  it  about  the  rate 
of  inflation  and  about  corporate  earn- 
ings. It  cannot  predict  fundamental 
shifts  in  real  P/Es.  Nevertheless,  as  a 
key  for  understanding  what  is  going 
on,  as  a  slide  rule  for  translating  the 
"economic  environment  and  projections 
into  stock  market  policy,  it  is  a  real 
step  forward.  Bill  Easman  and  his  col- 
leagues at  Faulkner,  Dawkins  have 
made  a  significant  contribution  for 
serious  students  of  the  stock  market.  ■ 


Appearance  And  Reality 

The  prices  of  these  stocks  dropped  sharply  in  the  1973-74 
market.  In  every  case  "indexed"  earnings  fell  badly. 


Reported  E.P.S. 

Indexed  E.P.S. 

Closing 

Price 

Recent 

Company 

1972 

1974 

1972 

1974 

1972 

1974 

Price 

American  Express 

$1.72 

$   2.18 

$1.82 

$0.62 

$  65 

$  26 

373A 

Capital  Cities 

2.29 

2.86 

1.83 

0.51 

61 

22 

41 

Chesebrough-Pond's 

2.20 

2.75 

1.76 

0.98 

88 

37 

59 

Clorox 

1.07 

0.92 

0.96 

0.27 

46 

6 

11 

Coca-Cola 

3.19 

3.28 

2.70 

1.30 

148 

53 

79  Vi 

Communications  Sat. 

2.50 

4.49 

1.50 

0.57 

64 

28 

381A 

Dana 

3.08 

4.20 

2.39 

1.16 

38 

16 

33 

Eastman  Kodak 

3.39 

3.90 

2.79 

1.47 

148 

63 

101 'A 

Eaton 

3.78 

5.19 

2.86 

1.30 

40 

19 

263A 

Emerson  Electric 

1.32 

1.66 

1.09 

0.56 

46 

24 

34  5A 

First  Chicago 

4.02 

2.65 

2.94 

0.45 

61 

17 

18V8 

General  Electric 

2.91 

3.34 

2.31 

1.00 

73 

33 

475/a 

IBM 

8.82 

12.47 

6.99 

4.74 

322 

168 

2093A 

Melville  Shoe 

1.18 

1.08 

1.00 

0.28 

33 

6 

18% 

Minnesota  Mining 

2.17 

2.66 

1.75 

0.96 

86 

46 

583A 

PepsiCo 

3.05 

3.69 

2.40 

1.02 

87 

41 

68 

Robins  (A.H.) 

0.89 

1.03 

0.74 

0.35 

38 

13 

10V2 

Sea  first  Corp. 

2.56 

3.28 

1.85 

0.67 

33 

15 

28  Vi 

Sedco 

1.42 

2.41 

1.05 

0.50 

62 

29 

25 

Square  D 

1.53 

1.55 

1.27 

0.60 

37 

14 

185A 

Squibb 

1.56 

1.98 

1.20 

0.52 

53 

29 

34  yB 

TRW 

2.22 

3.05 

2.14 

0.71 

34 

14 

23  3A 

Tektronix 

1.92 

3.04 

1.27 

0.42 

50 

19 

393A 

Textron 

2.32 

2.83 

2.26 

0.76 

34 

12 

20'A 

Times-Mirror 

1.25 

1.73 

1.00 

0.40 

26 

10 

16 'A 

The  prices  for  these  stocks  dropped  far  less.  Their 

"indexed"  earnings  fell 

only  slightly  or 

not  at  all. 

Allied  Chemical 

$2.38 

$5.43 

$1.27 

$1.30 

$29 

$28 

34 'A 

AMAX 

2.62 

5.82 

1.79 

1.74 

33 

31 

48s/e 

American  Home  Prods. 

1.08 

1.42 

0.95 

0.86 

41 

33 

35  5A 

Bethlehem  Steel 

3.02 

7.85 

1.28 

1.33 

29 

25 

363A 

Grace  (W.R.) 

2.15 

4.12 

1.24 

1.08 

26 

22 

25 'A 

Halliburton 

3.75 

7.61 

2.87 

2.53 

140 

137 

149 

Houston  Natl.  Gas 

1.34 

2.49 

1.10 

1.10 

31 

29 

58  Ve 

Inland  Steel 

3.43 

7.96 

2.00 

224 

33 

32 

41 'A 

Lilly  (Eli) 

1.85 

2.59 

1.54 

1.22 

80 

68 

57 'A 

Marathon  Oil 

2.67 

5.70 

1.71 

1.91 

36 

35 

463A 

Marsh  &  McLennan 

1.90 

2.57 

1.61 

1.48 

46 

44 

57 

Northwestern  Steel 

2.41 

4.55 

1.78 

1.92 

34 

34 

35 

Schlumberger 

1.29 

2.68 

0.98 

1.29 

60 

72 

71 

Union  Oil  of  Calif. 

3.45 

8.92 

2.18 

2.04 

40 

40 

45  3A 

Weyerhaeuser 

1.17 

2.17 

0.92 

0.82 

28 

27 

38 

Source:  Faulkner,  Dawkins  &  S 

ullivan, 

nc. 

50 


FORBES,    NOVEMBER    1,    1975 


De-Who? 


The  name  is  DeBeers,  the  promotion  says. 

But  the  real  name  is  Harold  McClintock,  ex-con. 


DeBeers  is  the  magic  name  in  the 
diamond  business.  DeBeers  Consoli- 
dated Mines  of  South  Africa,  that  is. 
You  might  find  it  to  your  advantage 
not  to  confuse  that  company  with  a 
Scottsdale,  Ariz,  outfit  that  calls  it- 
self DeBeers  Diamond  Investment 
Ltd.  In  no  way  are  the  two  DeBeers 
companies  connected. 

For  the  past  year  or  so  the  Arizona 
"DeBeers"  has  been  running  advertise- 
ments offering  mail-order  packs  of 
five  diamonds,  ranging  in  price  from 
$300  to  $100,000,  for  investment. 
How  good  is  business?  Good  enough 
for  the  company  to  branch  out  across 
the  U.S.  and  also  start  offering  pack- 
ets of  rubies,  emeralds  and  sapphires 
as  investments. 

"It's  a  new  concept,"  brags  Alois  L. 
Geiger  III,  president  of  the  Arizona 
DeBeers.  "It's  only  a  year  old  and 
we're  getting  quite  large."  At  which 
point  Geiger  clams  up  and  refuses  to 
say  any  more  about  his  company. 

He  has  good  reason  to  keep  quiet. 
For  one  thing,  there  is  indication  that 
some  customers  may  be  paying  a  lot 
more  for  the  diamonds  than  they 
might  pay  for  them  elsewhere.  For 
another,  according  to  lawmen  inter- 
viewed by  Forbes  working  in  coop- 
eration with  the  Scottsdale  Daily 
Progress,  Geiger,  a  former  barber 
from  Milwaukee,  is  not  the  real  boss 
of  the  company. 

The  Real  Boss 

The  real  boss  is  Geiger's  brother- 
in-law,  Harold  McClintock,  though  he 
has  represented  himself  to  the  local 
Better  Business  Bureau  only  as  sales 
manager.  McClintock,  a  bear-like 
man  in  his  mid-50s,  is  a  self-styled 
promoter  and  investment  counselor 
who  has  been  identified  in  newspaper 
stories  as  having  underworld  ties.  Law 
enforcement  officials  have  confirmed 
that  in  1961  he  was  arrested,  ques- 
tioned and  released  in  Chicago  dur- 
ing an  investigation  of  a  triple  gang- 
land murder.  He  is  also  known  to  lo- 
cal and  federal  investigators  as  Har- 
old Sager.  In  1967  a  Chicago  court 
convicted  McClintock  of  mail  fraud 
while  he  was  operating  as  a  fund 
raiser  for  the  Disabled  American  Vet- 
erans. Although  he  was  sentenced  to 
only  a  $15,000  fine  and  five  years 
probation,  he  did  serve  a  year  in  fed- 
eral institutions  in  Minnesota  and  Ari- 
zona for  violating  parole. 

In  1967  McClintock  moved  to  Ari- 
zona, and  during  the  next  few  years 


police  saw  him  in  the 
company  of  Salvatore 
Spinelli  and  Mike  Gallo, 
both  of  them  known  to 
have  mob  connections. 

McClintock  next  tan- 
gled with  the  law  in  the 
early  1970s  when  he  and 
some  20  other  individuals 
were  charged  by  the  Se- 
curities &  Exchange  Com- 
mission with  selling  unreg- 
istered stock  in  14  "shell" 
companies;  McClintock 
signed  a  consent  decree. 

Before  moving  into  dia- 
monds, McClintock  tried  his  hand 
at  a  few  other  things.  At  various 
times  he  was  a  fund  raiser,  a  fi- 
nancial consultant  and  a  merger  and 
investment  adviser.  In  1974,  he  set  up 
U.S.  Silver  Co.,  an  Arizona  firm  sell- 
ing silver  bullion  to  the  public.  Then 
in  October  1974  McClintock  set  up 
the  DeBeers  diamond  operation  as  a 
subsidiary  of  U.S.  Silver.  Forbes  has 
learned  that  the  Federal  Bureau  of 
Investigation  is  now  looking  into  Mc- 
Clintock's  Arizona  operations. 

So  far,  only  Michigan  has  ordered 
McClintock's  DeBeers  to  stop  selling 
in  that  state  on  the  grounds  that  his 
diamond  investment  contracts  consti- 
tute an  unregistered  security.  Cur- 
rently the  SEC  is  looking  into  the 
Scottsdale  DeBeers  operations  to  see 
if  they  fall  under  its  jurisdiction,  and 
if  so,  whether  any  of  the  agency's 
securities  laws  or  regulations  have 
been  violated. 

If  you  respond  to  a  McClintock- 
DeBeers  advertisement,  the  material 
you  get  by  return  mail  has  none  of 
the  romance  and  sentiment  that  the 
original  DeBeers'  promotions  feature. 
The  pitch  is  right  to  the  financial 
jugular:  "Diamonds  will  protect  . . . 
diamonds  are  literally  hard  currency 
. . .  diamonds  have  spectacularly  out- 
performed gold,  silver,  and,  of  course, 
the  Dow  Jones  stock  index. . . .  Most 
important,  there  has  been  no  back- 
ward step  in  the  price  of  diamonds 
. .  .  call  toll-free " 

Another  pitch:  "Is  the  future  pre- 
dictable? In  diamonds,  yes." 

McClintock  operates  on  a  cash- 
and-carry  basis.  You  send  him  the 
money  first.  Then  you  wait  up  to  21 
days  for  him  to  send  you  the  dia- 
monds. The  company's  literature  says 
your  money  is  placed  in  a  trust  ac- 
count. To  the  average  investor  that 
would  seem  like  a  smart  way  to  do 


This  is  one  way  to  get  taken  with  diamonds. 


business.  But  get  this:  The  local  Bet- 
ter Business  Bureau  has  issued  a  re- 
port to  its  members  stating  that  the 
DeBeers  bank  account  is  a  "  'trust'  ac- 
count in  name  only,  since  there  are  no 
bonding  restrictions  with  the  bank  to 
hold  the  money  until  the  customer 
has  received  the  diamond  delivery." 

The  Source 

The  "trust"  fund  isn't  the  only  ad 
claim  that  is  open  to  question.  Mc- 
Clintock's literature  also  claims  that 
the  company  gets  its  diamonds  from 
DeBeers.  The  obvious  inference  is 
that  he  gets  them  from  DeBeers  of 
South  Africa.  In  a  roundabout  way 
that  is  true,  since  over  80%  of  all  the 
world's  diamonds  do  come  from  the 
DeBeers.  But  McClintock's  direct  sup- 
plier is  DeBeers  Diamond  Ltd.,  a 
New  York  City  diamond  cutter  head- 
ed by  one  Jerry  Peppercorn  who  is 
also  not  connected  with  the  South  Af- 
rican company.  According  to  a  for- 
mer employee,  McClintock  buys  some 
diamonds  from  local  sources,  pre- 
sumably jewelers,  in  Scottsdale.  Mc- 
Clintock-DeBeers  also  recently  placed 
an  ad  in  The  Wall  Street  Journal  of- 
fering to  purchase  diamonds,  either 
in  large  lots  or  single  pieces. 

No  outsider  kncws  how  many  dia- 
monds McClintock  has  sold  or  how 
much  money  he  has  made  on  the  op- 
eration. But  he  does  seem  willing  to 
share  some  of  the  wealth.  Branch  of- 
fices have  been  popping  up  in  such 
places  as  Fremont,  Calif.,  Sidney,  111. 
and  Des  Moines,  Iowa.  Their  news- 
paper advertising  is  the  same  as  Mc- 
Clintock's and  he  provides  the  dia- 
monds. All  the  branch  operator  has 
to  provide  is  the  telephone  and  the 
spiel.  Even  with  such  a  far-flung  op- 
eration, McClintock  operates  on  a  thin 
cushion  of  cash  and  diamonds.  Ac- 
cording  to   a   recent   certified   state- 
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ick's  company  had  to- 
)S,()00. 
vieClintock-DeBeers'  buyers 
getting  their  money's  worth?  Accord- 
ing to  an  "appraisal"  that  McClintock 
furnishes  with  each  sale,  they  are  get- 
ting more  than  their  money's  worth. 
But  that  appraisal  is  a  retail  price 
evaluation.  An  investor,  however,  gen- 
erally can  only  resell  diamonds  at  a 
wholesale  price.  And  that's  assuming 


you  get  a  good  appraisal.  In  one  case, 
McClintock  sent  a  packet  of  diamonds 
to  a  prospective  franchiser,  claiming 
they  were  worth  $396.  "I  had  them 
appraised,"  says  the  businessman  who 
refuses  to  be  identified.  "They  were 
just  trash  worth  only  about  $150." 
Forbes  knows  of  no  other  similar 
cases,  but  the  Postal  Service  is  con- 
ducting an  investigation  to  find  out 
whether  the  buyers  are  not,  in  fact, 


paying    more    than    legitimate    retail 
jewelers  would  charge. 

At  best,  McClintock-DeBeers  buy- 
ers are  taking  a  sight-unseen  chance 
they  could  avoid  by  buying  diamonds 
from  a  local  merchant  they  know  and 
trust.  At  worst,  they  are  getting 
rooked.  Barnum  said  it  first  about 
suckers.  And  inflation  these  days  only 
seems  to  be  making  them  more  gull- 
ible than.  ever.   ■ 


What  Price  Independence... 

. . .  and  who  pays  the  price?  That's  the  question 
these  days  at  l-T-E  Imperial. 


"It  is  not  in  our  stockholders'  best 
interests." 

How  much  damage  has  been  in- 
flicted upon  stockholders  in  the  name 
of  that  high-sounding  phrase?  A 
stock  languishes  at  a  fraction  of  book 
value  and  management  does  little 
about  it.  Suddenly  an  outsider  comes 
along  and  offers  a  nice  premium 
over  market  value.  Management,  its 
jobs  and  prerogatives  threatened,  pro- 
claims: "The  offer  is  not  in  our  stock- 
holders' best  interests."  It  then  be- 
gins spending  stockholder  money  to 
throw  up  legal  and  other  hurdles  to 
the  tender  offer.  The  stock  slips  back 
and  the  stockholders  are  back  where 
they  were:  holding  the  bag.  "Best 
interests,"  indeed. 

Spring  House,  Pa.'s  I-T-E  Imperial 
Corp.  has  dragged  along  with  a  mod- 
est 12%  return  on  stockholders'  equity 
for  the  last  five  years.  Over  the  same 
period,  competitor  Square  D  re- 
turned 21%.  At  one  point  last  year 
I-T-E's  common  stock  sold  for  less 
than  half  its  book  value.  At  the  nine- 
month  mark  this  year,  its  earnings 
were  down  a  sharp  19%. 

I-T-E,  with  sales  in  the  half-bil- 
lion-dollar range,  manufactures  and 
markets  electrical  and  fluid-power 
equipment.  The  business  is  attractive 
enough— even  though  the  profits 
haven't  been— to  lure  numerous  take- 
over offers.  But  each  time  manage- 
ment has  stalled  or  balked.  "Not  in 
the  stockholders'.  .  .  ." 

Two  years  ago,  the  Italian  Agnelli 
interests  (Fiat)  put  two  men  on  the 
14-man  I-T-E  board  after  accumulat- 
ing 6%  of  the  stock.  Chairman  Wil- 
liam Musham,  59,  objected  when  the 
Italians  wanted  to  buy  more  stock. 
Why?  "There  would  be  a  problem 
selling  equipment  to  U.S.  utilities  if 
we  were  owned  by  foreigners,"  is 
Musham's  lame  explanation.  But  out 
of  Musham's  earshot,  an  aide  con- 
firms that  the  dispute  was  really  over 


who  would  control  the  company. 

In  a  flash  last  year  the  Italians  sold 
their  shares  to  Chicago's  Gould  Inc., 
the  big  battery  company.  Gould  had 
made  a  tender  offer  for  25%  at  $18  a 
share,  but  when  Musham  objected, 
Gould  canceled  the  offer.  Three 
months  later,  however,  Gould  emerged 
owning  21%.  Besides  buying  out  the 
Italian  holdings,  Gould  had  acquired 
stock  from  public  and  private  sources. 
Now  Chairman  Musham  is  in  court 
fighting  off  Gould. 

"We  want  to  remain  independent," 
he  insists.  For  the  moment  at  least, 
Musham  can  balance  the  Gould 
holdings  with  the  votes  of  some  23% 
of  the  shares  that  he  says  are  in  hands 
friendly  to  him;  personally  he  owns 
1%.  But  additional  purchases  by  Gould 
would  upset  the  delicate  balance  and 
make  the  battery  company  the  domi- 
nant interest.  Obviously  Musham's  po- 


sition   would    thereby    be   weakened. 

Indications  are  that  I-T-E  is  no  roar- 
ing bargain.  Derald  Ruttenberg,  who 
played  a  major  role  in  putting  I-T-E 
together,  once  studied  a  merger  with 
Studebaker-Worthington,  but  pulled 
out.  "The  fit  wasn't  any  good,"  he 
told  Forbes.  ( Ruttenberg  is  now  with 
S-W. )  Later  on,  Combustion  Engi- 
neering studied  a  takeover,  but  also 
pulled  out.  So  did  Raytheon. 

Without  a  merger,  I-T-E  stock- 
holders have  scant  chance  of  getting 
out  at  a  decent  price.  While  profit 
margins  may  improve  in  the  electri- 
cal end  of  the  business,  the  big  fluid- 
power  group  is  doing  badly.  Earnings 
prospects  are  certainly  not  good  and 
the  past  record  isn't  very  reassuring 
either. 

So  why  is  Musham  fighting  off  a 
takeover  by  the  much  more  profitable 
Gould?  Forbes  learned  that  talks  be- 
tween the  two  companies  are  continu- 
ing. Is  Musham  really  holding  out  for 
a  better  price  for  his  shareholders? 
Or  is  he  just  hoping  that  Gould  will 
go  away  and  leave  him  and  his  col- 
leagues still  in  control  of  a  big,  but 
not  very  profitable,  enterprise?  ■ 


Merger  Candidate.  Is  I-T-E  Imperial  Cha 
ing  out  for  the  best  possible  deal  for  his 


irman  William  Musham  hold- 
shareholders— or  for  his  job? 
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Get 

The  Great  Rate 

ona 

Grand  Prix 


B 


^Budgets* 


a  day 
14C  a  mile 
plus  gas 

Cars  must  be  returned  to 
original  renting  location. 


Rent  a  sporty  Grand  Prix  from  Budget 
for  the  same  price  as  a  Hertz  compact! 


* 


At  participating  airport  locations,  get  all 
the  comfort  and  style  of  a  Pontiac  Grand 
Prix  or  similar  car  for  the  same  price 
Hertz  charges  for  a  compact  car.  Of 
course,  Budget  rents  smaller  cars  at 
even  lower  daily  rates. 


Get  the  Great  Rates  where  you're  going! 

The  Great  Rate  shown  is  available  at  many 
Budget  airport  locations.  Check  the  Budget 
counter  or  call  ahead  toll  free  for  The  Great 
Rate  at  your  destination. 


Ml 


■228-9650 


•Verified  by  September-October  Official  Airline  Guide. 


Now ...  for  Sears  customers:  Budget  Rent  a  Car  operates  authorized 
Sears  Rent  a  Car  Distribution  Centers  at  most  Budget  locations. 

For  reservations,  call  toll  free: 


(In  Nebraska,  call:  1-800-642-9910) 


Budget 


Sears 


Rent 

a  Car 


800-228-2800 

(In  Nebraska,  call:  1-600-642-9922) 


SEAKS   ROEBUCK  AWO  CO 


rent  a  car 


©1975  Budget  Rent  a  Car  Corporation  of  America 


¥ 


ATransamenca  Company 


FREE  TAX  REPORT 
from  H&R  BLOCK 

If  you're  interested  in  saving  substantial 
amounts  of  time  and  money  on  your 
taxes,  making  the  most  from  your  per- 
sonal tax  affairs,  (and  staying  abreast  of 
today's  inflationary  economy)  -  -  you 
should  be  reading  The  Block  Tax  Report. 

Each  month  The  Block  Tax  Report  will 
give  you  the  practical  -  -  down-to-earth  -  - 
facts  that  will  help  you  make  those  impor- 
tant tax  or  investment  decisions  you're 
faced  with.  It's  almost  like  having  your 
own  personal  tax  specialist  right  by  your 
side,    and    the    cost    is    surprisingly    low. 

We're  confident  you'll  profit  both  finan- 
cially and  personally  from  The  Block 
Tax  Report. 


SEND  FOR  YOUR  FREE  ISSUE  TODAY! 


THE  BLOCK  TAX  REPORT 


H*R  BLOCK  ,  Dept    BR6708 
4410  Main  Street,  Kansas  City,  MO.  641 1 1 

Please  send  me  my  Free  issue  and  full  infor- 
mation on  The  Block  Tax  Report. 

Print 

Name  


Address 


City. 


State. 


.Zip. 


woodworking  benches 
woodcrofting  tods 

Danish  crafted  SOLID  Danish  Beech 
woodworking  benches  ruggedly  made  and 
finished  like  fine  furniture. 
Built-in  vertical  and  horizontal 
vises  and  adjustable  surface 
dogs  hold  any  shape 
workpiece.  Available 
in  49",  60"  and  80" 
models.  One  even  folds 
for  easy  storage. 

HAND  FORGED  turning 
gouges,  chisels  and 
sculptor's  gouges, 
carving  tools,  handsaws 
and  uniquely  styled 
woodscrew  drivers  from 
Europe's  finest  tool- 
makers.  The  best  the 
world  can  offer. 


Send  for 

FREE 

new  20  page 

full  color 

catalog. 


Name   _ 
Address 
City  


State. 


Zip 


LEICHTUNG,  INC. 
5187E  Mayfield  Rd.    Cleveland,  Ohio  44124 


ANTIQUE  SCIENTIFIC 
INSTRUMENTS 

Please  send  $2  for  our  new, 
illustrated  Catalog  111  v/ 

HISTORICAL  TECHNOLOGY,    INC. 

6  Mugford  Street 

Marblehead,  Mass.  01945 


Help  From  Betty  Furness 

Instead  of  fighting  the  consumerist  movement, 
Oscar  Mayer  has  capitalized  on  it. 


Meatpacking  is  one  of  our  perenni- 
ally low-profit  industries,  but  even  a 
low-profit  industry  offers  opportuni- 
ties. Take  Madison,  Wis.'s  Oscar  May- 
er &  Co.  It  ranks  tops  in  its  industry 
for  profitability  and  for  growth  in 
Forbes'  Annual  Report  on  American 
Industry  (Jan.  J).  Its  five-year  aver- 
age return  on  capital  is  13%,  vs.  only 
7%  for  industry  leader  Esmark  and  an 
industry  median  of  9%.  Oscar  Mayer, 
whose  sales  volume  last  year  was  just 
short  of  $1  billion,  concentrates  on 
processed  meats  like  sausage,  bologna 
and  bacon,  rather  than  on  fresh  meat. 

Oscar  Mayer  is  profitable  because 
it  manages  to  charge  just  a  little  more 
for  its  hot  dogs,  pork  sausage  and 
luncheon  meats  than  most  of  its  com- 
petitors. How  does  it  manage  this?  Be- 
cause it  has  persuaded  the  customers 
that  its  products  are  worth  the  cost. 

For  example,  Oscar  Mayer  has 
capitalized  on  the  consumerist  move- 
ment rather  than  fighting  it.  A  decade 
ago  it  was  advertising  the  nutritional 
content  of  its  wieners.  Two  years  ago, 
countering  attacks  on  some  wieners, 
it  advertised  that  its  wieners  contained 
no  meat  by-products  or  extenders 
like  cereal.  It  was  the  first,  or  among 
the  first,  to  date  its  packages,  list  its 
meat's  nutrients  and  put  a  clear  "back 
window"  on  its  packages  so  that  the 
consumers  could  see  the  bacon  they 
were  buying. 

Bologna  Belongs 

Also  Oscar  Mayer's  advertising  sells 
the  notions  of  nutrition  and  quality. 
Everybody  with  a  television  set  has 
seen  the  ads  and  heard  the  jingle: 
"I  wish  I  Were  An  Oscar  Mayer 
Wiener."  Like  the  schoolyard  scene, 
where  children  are  singing  the  jingle 
as  they  play  the  parts  of  foods  like 
milk,  potatoes,  wieners,  etc.  "All  you 
foods  have  a  part  in  nutrition,"  says 
the  voice.  "Wieners  are  good  enough 
and  nutritious  enough  to  belong  on 
the  table  with  milk  and  potatoes." 
Or,  as  one  wag  put  it:  "Not  by  wie- 
ners alone."  But  those  ads,  beamed 
to  family  shows  across  the  country, 
do  work. 

"The  growth  of  consumerism  has 
helped  us,"  says  P.  Goff  Beach,  Oscar 
Mayer's  grizzled,  60-year-old  chair- 
man and  chief  executive.  "The  Betty 
Furnesses  have  made  the  customer 
cognizant  of  quality." 

Last  year  as  consumers,  stung  by 
record  inflation,  were  buying  less  to- 


tal food,  the  company's  sales  volume 
increased  10%— excluding  price  hikes. 

Of  course,  Oscar  Mayer  did  not  de- 
velop its  preeminence  in  its  industry 
merely  by  being  straightforward  with 
the  consumer.  Achieving  that  posi- 
tion took  work  and  savvy  business 
judgment.  Ever  since  the  company 
started  as  a  Chicago  sausage  maker 
back  in  1883,  it  has,  wherever  pos- 
sible, built  brand  loyalty  by  avoiding 
fresh  meats  in  favor  of  processed 
products  like  bologna  or  sausages.  A 
steak  is  a  steak  and  a  rib  is  a  rib,  but 
wieners  and  sausages  usually  have 
brand  names. 

Then,  starting  in  the  early  Sixties, 
the  company  transformed  itself  into  a 
real  national  enterprise.  Management 
increased  the  number  of  the  compa- 
ny's plants  from  five  in  1960  to  to- 
day's nine  and  its  distribution  centers 
from  six  to  41.  Executives  also 
brought  in  J.  Walter  Thompson  to 
work  on  the  slow  job  of  giving  the 
company  a  national  identity.  Beach 
figures  that,  even  with  national  ad- 
vertising to  pave  the  way,  it  takes 
three  to  four  years  to  establish  a  mar- 
ket in  a  new  city. 

Management  then  came  up  with  a 
masterstroke  three  years  ago.  The 
company  had  a  problem.  It  was— and 
still  is,  to  an  extent— primarily  a  pork 
packer.  That  really  hurt  the  company 
in  1972,  when  a  decline  in  hog  sup- 
ply limited  its  output,  increased  its 
costs  and  reduced  company  earnings 
by  30%  (abetted,  of  course,  by  price 
controls ) . 

The  company  never  wanted  to  go 
through  that  again.  So,  it  has  added 
beef  items  and  increased  beef  con- 
tents of  others.  Hog  prices  tend  to 
rise  and  fall  in  relation  to  the  corn 
crop;  beef  prices  react  to  other  grains. 
Therefore,  they  are  unlikely  to  swing 
together,  or  worse,  to  peak  together. 

The  strategy  worked.  This  year  the 
hog  supply  dropped  25%— the  most 
horrendous  dive  in  19  years— and  pork 
prices  doubled.  Yet,  Oscar  Mayer's  ml 
profit  for  the  fiscal  nine  months  ended 
July  31  was  down  only  4%,  vs.  a  16% 
drop  for  rival  Hormel,  the  other  big 
pork  packer.  It  was  beef  that  saved 
the  day.  Had  it  not  been  for  a  loss  in 
its  Japanese  packing  joint  venture, 
Oscar  Mayer  would  have  matched 
last  year's  profit. 

Betty  Furness  may  have  given  them 
a  hand,  but  the  boys  at  Oscar  Mayer 
know  how  to  bring  home  the  bacon.  ■ 
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At  the  noivbank  bank, 
you're  not  one  of  a  crowd 


You're  one  of  a  kind. 


At  Fiduciary  Trust  Company,  all  accounts  are  man- 
aged individually  and  personally.  You  can  be  sure  your 
account  manager  has  the  experience  and  genuine  inter- 
est to  give  your  account  the  personal  attention  it  de- 
serves. And  that's  true  for  all  aspects  of  investment 
management,  including  tax,  trust  and  estate  matters,  or 
special  private  investment  opportunities. 

Fiduciary  can  give  you  this  special  attention  be- 
cause we  devote  all  our  time,  skills,  energy,  resources 
and  personnel  to  the  care  and  management  of  our 
clients'  funds.  Fiduciary  is  the  one  New  York  bank  that 


for  43  years  has  avoided  the  unrelated  activities  of  com- 
mercial banking.  Fiduciary  Trust  Company  of  New  York. 
The  non-bank  bank. 

Investment  Management  accounts  and  Trusts  from 
$300,000  are  managed  for  a  minimum  annual  fee  of 
$2,500.  Streamlined  Securities  Management  accounts 
starting  at  $100,000  are  managed  for  a  minimum  annual 
fee  of  $1,000. 

Why  not  step  out  of  the  crowd.  Call  or  write  Daniel 
E.  Peterson,  Vice  President,  at  (212)  466-4100. 


FIDUCIARY 

TRUST  COMPANY  OF  NEW  YORK 

The  non-bank  bank 

TWO  WORLD  TRADE  CENTER,  N.Y  10048 
EUROPEAN  OFFICES:  London/Geneva 


Wetoe  at  home 
in  the  forest.  But... 


One  of  our  special  strengths  springs  from  what  we  do  with  our  forest 
products  after  they  leave  the  forest.  We  strike  a  balance  between: 


1.  Primary  manufacturing,  i.e. 
growing  timber  and  turning  it  into 
basic  wood  and  paper  products  at  our 
mills. 

2.  Converting/ distributing,  i.e. 
converting  basic  wood  and  paper 
products  into  second  generation 
products  like  kitchen  cabinets  and 
composite  cans  and  distributing  these 
products  to  their  users. 

Here's  why  this  balance  is  so 
important: 

1.  Converting/distributing  busi- 
nesses offer  very  attractive  returns  on 
investment. 

2.  Converting/distributing 
businesses  are  relatively  less 
susceptible  to  market  fluctuations. 
The  markets  for  their  products  are  so 
numerous  and  diverse,  if  demand 
drops  in  one  area,  there  are  others  to 
take  up  the  slack. 

3.  Our  converting  and  distributing 
operations  enable  us  to  add  value  to 
our  forest  products  after  they  leave  our 
primary  manufacturing  operations. 
When  one  of  our  mills  sells  lumber  to 
one  of  our  builder  service  centers  so  it 
can  make  and  sell  roof  trusses  to 
builders,  we  provide  an  additional 
service  and  earn  an  additional  profit. 

4.  Our  converting  and  distributing 
operations  have  a  ready  source  of 
supply— our  primary  manufacturing 
operations.  Our  corrugated  container 
plants  can  buy  paperboard  from  our 
paper  mills;  our  manufactured  housing 
plants  can  call  on  our  wood  products 
mills  for  lumber  and  plywood. 

5.  Finally,  their  potential  to  grow 
is  virtually  unlimited.  While  each  ranks 
among  the  leaders  in  its  particular 


market,  all  have  small  market  shares. 
For  example,  we're  one  of  the  largest 
producers  of  manufactured  housing 
and  the  leading  distributor  of  office 
products  with  less  than  5%  of  the 
market  in  each  case. 

These  five  facts  should  help  to 
explain  why  we're  investing  27%  of 
our  5-year,  (1974-1978,)  $1.1  billion 
capital  program  in  our  converting  and 
distributing  operations.  But  they 
shouldn't  obscure  the  equally  important 
fact  that  there  is  a  second  side  to  the 
balance  we  spoke  of  above— our 
primary  manufacturing  operations. 

We  said  we're  at  home  in  the 
forest,  and  we  are.  We  see  our  future 
in  forest-related  products.  We've  been 
manufacturing,  converting  and  dis- 
tributing them  profitably  since  Boise 
Cascade  was  first  formed  back  in  1957. 
And  we  intend  to  continue. 

Including  joint  ventures,  we  own 
2  million  acres  of  timberland  and  have 
long  term  harvesting  rights  on  5 
million  more.  They  are  our  essential 
foundation.  If  we  manage  them 
thoughtfully,  they'll  supply  us  eternally. 

For  a  detailed  picture  of  Boise 
Cascade,  write  for  our  annual  report 
and  statistical  supplement,  c/o  Boise 
Cascade  Corporation,  Communi- 
cations Dept.,  One  Jefferson  Square, 
Boise,  Idaho  83728.  For  a  more 
dispassionate  view,  call  your  broker. 


Boise  Cascade 
Corporation 


e  BOISE  CASCADE  CORPORATION  1974 


Rip  Van  Walker 

Hiram  Walker,  the  big  liquor  maker, 

went  to  sleep  in  the  Sixties. 

It's  awake  again.  But  can 

it  adapt  to  the  new  world  it  faces? 


"It's  one  thing  to  find  you  can't  cope 
with  the  future,"  says  Cliff  Hatch 
Jr.,  marketing  manager  of  Canada's 
Hiram  Walker-Gooderham  &  Worts 
Ltd.,  one  of  the  world's  largest  liquor 
companies.  "But  it's  a  hell  of  a  thing 
to  wake  up  and  find  you  can't  cope 
with  the  present." 

That's  exactly  what  happened  to 
Hiram  Walker.  It  was  once  the  most 
profitable  large  liquor  company  in  the 
business,  with  a  return  on  equity  of 
13.1%  (Forbes,  Jan.  1,  1968),  com- 
pared with  Seagrams'  8.3%.  It  was 
coping  well  through  the  Fifties  and 
early  Sixties.  But  then  it  fell  asleep. 

Now,  although  it  is  marginally 
more  profitable  than  in  the  late  Six- 
ties, Heublein  has  pulled  way  ahead, 
and  the  $864-million  (sales)  Hiram 
Walker  is  slipping  further  behind  af- 
ter a  poor  fiscal  year. 

But  the  company  is  trying  to 
stage  a  comeback,  with  the  help  of 
33-year-old  Hatch  Jr.,  a  Harvard 
MBA  who  may  well  follow  his  father 
as  president  someday— just  as  his  fa- 
ther did  before  him.  (Young  Hatch's 
grandfather,  Harry  Hatch,  put  the 
company  together  in  1926  and  was  its 
chairman  until  1946. ) 

Hiram  Walker  was  lulled  to  sleep 
in  the  early  Sixties  by  its  own  mar- 
ket superiority.  It  had  strong  cordial 
sales,  one  of  the  two  top-selling 
Scotches  (Ballantine)  and  Canadian 
Club— all  first-rate  security  blankets. 

But  as  Hiram  Walker  snoozed,  the 
world  changed.  When  the  company 
finally  woke  up  a  couple  of  years  ago, 
it  realized  that  the  public  was  now 
drinking  "lighter,  easier-to-digest" 
Scotches  (such  as  Buckingham's 
Cutty  Sark  and  Liggett  &  Myers' 
J&B)  and  Heublein's  Smirnoff  vodka 
and  Jose  Cuervo  tequila.  Also  cheap- 
er "bulk"  Scotches  (Publicker's  Inver 
House,  Seagram's  Passport)  and  Ca- 
nadian whiskies  (Heublein's  Black 
Velvet,  Brown-Forman's  Canadian 
Mist)— which  are  really  the  same  old 
stuff  imported  in  bulk  to  duck  taxes. 

For  example,  Hiram  Walker  wasn't 
even  adept  enough  to  sell  Ballantine 
as  a  light  whisky,  "which,  in  fact,  it 
is,"  says  President  H.  Clifford  Hatch 
sadly.  The  result:  Over  the  last  15 
years,  Ballantine  has  dropped  from 
first  to  seventh  place  among  the 
Scotches  in  the  U.S.  Moreover,  these 
days   it   can   boast  only  25%   of   the 


Rip  Van  Winkle  drank  from  a  keg  and 
went  to  sleep  for  20  years.  Hiram  Wal- 
ker drank  the  heady  liquor  of  success, 
fell  asleep  and  awoke  to  find,  as  Rip 
did,    that    the    world    had    changed. 

sales  volume  of  the  new  leader,  J&B. 

You  can't  say  that  the  company 
missed  everything.  It  saw  the  world 
changing  in  the  Sixties,  and  it  intro- 
duced products  in  the  new  growth 
areas,  such  as  vodka  and  bulk  Ca- 
nadian whiskies.  In  some  areas  it  was 
among  the  first  to  introduce  products. 
But  it  lost  out  to  other  more  aggres- 
sive and  skilled  marketers,  especial- 
ly Heublein. 

There  are  a  number  of  reasons  for 
Hiram  Walker's  backwardness.  Com- 
pany executives  overemphasized  pro- 
duction and  profits.  They  came  to 
power  during  the  Fifties,  when  the 
company's  chief  problem  was  making 
enough  of  its  premium-priced  products 
to  meet  the  existing  demand.  When 
new  products  started  hurting  their 
sales,  they  didn't  know  what  to  do. 
They  didn't  know  how  to  create  de- 
mand. They  stared  at  the  narrow 
margins  in  the  new  products  and 
prayed  that  the  vodka  "fad"  and  the 
bulk  whisky  "craze"  would  pass. 

"As  long  as  Canadian  Club  was 
growing  at  a  steady  rate,"  says  Roy 
Stevens,  the  new  president  of  Hiram 


Walker  Inc.,  the  company's  major  U.S. 
marketing  company,  "it  paid  a  lot  of 
bills  and  overcame  a  lot  of  mistakes. 
People  were  reluctant  to  make 
changes."  When  Canadian  Club  final- 
ly started  leveling  off  in  the  early 
1970s,  it  was  too  late. 

This  conservative,  sleepy  approach 
is  part  of  the  atmosphere  at  Hiram 
Walker.  Walkerville,  Ontario,  is  a 
sleepy  suburb  of  Windsor,  Ontario, 
^across  the  river  from  Detroit  and 
therefore  somewhat  removed  from  the 
competitive  hurly-burly  of  the  market 
from  which  it  draws  70%  of  its  sales. 
The  headquarters  building  looks  like 
an  upper-crust  mansion  with  gracious 
formal  gardens  overlooking  the  De- 
troit River.  Inside,  it  resembles  a 
stately  old-line  British  bank  with 
wood  paneling,  old  prints  and  brass 
cages  for  industrious  clerks.  The 
whole  atmosphere  is  one  of  elegance, 
good  breeding  and  ponderous  dignity. 

But  young  Hatch  and  a  bright  mar- 
keter named  Roy  Stevens,  from  Rivi- 
ana  Foods  and  General  Foods,  are  try- 
ing to  put  some  new  life  in  the  old 
joint.  Hatch  Jr.  joined  the  company 
in  1970.  Stevens  arrived  in  1973. 

With  the  blessing  of  top  manage- 
ment Hatch  Jr.  revamped  the  sales 
and  marketing  staffs.  A  marketing 
staff  that  had  grown  accustomed  to 
selling  to  wholesalers  was  told  that 
the  name  of  the  game  now  was  mar- 
keting to  consumers.  A  few  new  key 
executives  were  brought  in,  corporate 
expenses  were  cut  and  marketing  re- 
search budgets  increased.  And  so  on. 

Hiram  Walker  also  folded  two  of 
the  six  U.S.  sales  divisions— Gooder- 
ham  &  Worts  and  Barclay— because 
their  sales  were  disappointing.  That 
left  Frederick  Wildman  (a  wine  im- 
porter), W.A.  Taylor  (which  markets 
chiefly  Courvoisier,  Tia  Maria,  Dram- 
buie, Old  Smuggler  Scotch),  Maid- 
stone (chiefly  Kahlua,  Grand  Macnish 
Scotch  and  Arandas  tequila)  and  Hi- 
ram Walker  Inc.  (Canadian  Club, 
Lauder  Scotch,  Ten  High  Bourbon— 
the  third-largest  brand— Imperial 
blended  whiskey,  gin,  vodka  and  the 
Hiram  Walker  line  of  liqueurs).  The 
company's  licensed  distributors  han- 
dle Ballantine  and  Ambassador 
Scotches  and  the  Barclay  spirits  line. 

Hiram  Walker  Inc.  is  by  far  the 
largest  of  the  four  remaining  U.S. 
companies,  and  when  Stevens  became 
president,  he  did  the  same  kinds  of 
things  in  the  U.S.  company  as  Hatch 
Jr.  had  done  at  headquarters. 

After  that  basic  reorganization, 
Stevens  decided  to  emphasize  just 
three  new  areas  in  the  U.S.— bulk 
Scotch  (Lauder),  tequila  (Two  Fin- 
gers, which  will  compete  with  Maul 
stone's  Arandas  as  well  as  everyone 
else's    brands)    and    bulk    Canadians 
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Now  a  fast  Piggy-Back 

freight  service  Chicago-Los  Angeles 


For  42  years  a  famous  passenger  streamliner, 
The  Chief  now  provides  fast,  dependable 
freight  service  for  trailer-on-flat-car  shipments. 

As  fuel  prices  continue  to  rise,  The  Chief 
can  help  reduce  your  shipping  costs.  Aside 
from  trucks  using  as  much  as  four  times  more 
fuef  per  ton-mile  than  a  train,  highway  speed 
restrictions  affect  truck  schedules. 

For  the  best  of  highway  and  rail  service, 
put  your  trucks  on  The  Chief. 


The  Atchison,  Topeka  and 

A  Santa  Fe  Industries  Company 

Call  or  write:  General  Manager-Freight  Traffic 

80  E  Jackson  Blvd..  312/427-4900.  Chicago.  III.  60604 


Santa  Fe 


Schedule  of  The  Chief 

Operates  Monday,  Tuesday,  Friday 

and  Saturday.  TOFC  service  only. 

No  premium  charges. 

Lv.  Chicago 10:00  PM  Mon., 

Tue.,  Sat. 
(cut-off  time  8:30  PM) 

Ar.  Los  Angeles        11:59  PM  Wed., 

Thur.,  Mon. 

Friday  only  Lv.  Chicago  1 1 :30  PM 
(cut-off  time  10:00  PM) 

Ar.  Los  Angeles  3:30  AM  Mon. 

For  super  speed  use  "Super  C" 

Daily  TOFC-COFC  service. 
Premium  charge. 

Lv.  Chicago 9:00  AM  Mon. 

Ar.  Los  Angeles    ...  1 1 :00  PM  Tue. 


(  Royal    Canadian ) .    Stevens   decided 
to  waste  resources  on  trying  to 
:     vodka    sales    since    Heublein 
,h    Smirnoff)    has    a   hammer- 
on  the  profitable  end  of  the  mar- 
Already,  the  concentration  of  ef- 
fort and  the  new  emphasis  on  market- 
ing is  paying  off  in  test  markets— for 
Royal    Canadian    at    least.     Stevens 
boasts:    "James    Fox— Seagram's    new 
bulk  Canadian— went  into  Texas  at  the 
same   time   as   Royal   Canadian.    We 
have  absolutely  wiped  them  off  the 
map  down  there." 

But  for  all  the  ferment  at  Hiram 
Walker  of  late,  the  company  still  has 
a  long  way  to  go.  Even  the  basic  re- 
structuring is  incomplete.  Hatch  Jr. 
admits:  "We  are  only  about  three- 
fourths  of  the  way  along."  The  process 
has  been  slowed  by  the  company's 
policy  of  not  firing  loyal  old-timers. 
Hatch  and  Stevens  are  trying  to  do 
the  difficult  job  of  reeducating 
wholesale-oriented  people  rather  than 


simply  replacing  them. 

Then,  too,  it  will  take  years  and 
millions  for  Hiram  Walker  to  establish 
its  new  brands— e.g.,  the  company 
hopes  to  be  breaking  even  on  Royal 
Canadian  in  four  years  after  sinking 
around  $35  million  into  marketing  it. 

To  top  it  off,  the  economy  is  hurt- 
ing the  sales  of  its  old  premium-priced 
standbys.  President  Hatch  says: 
"We're  not  really  selling  to  the  car- 
riage trade.  The  people  we  sell  to  are 
the  fellows  making  automobiles  in  De- 
troit and  steel  in  Pittsburgh."  Hatch 
Sr.,  like  any  self-respecting  maker  of 
"quality"  items,  argues  the  American 
worker  wants  the  best:  "There's  a 
shift  to  the  small  car  now.  But  peo- 
ple don't  want  the  cheapest  small  car. 
They  want  one  with  the  wire  wheels 
and  all  the  accessories.  And  in  our 
business  they  want  the  best." 

As  a  result,  Hiram  Walker  is  likely 
to  report  net  profits  down  24%,  to 
$50.6  million,  this  fiscal  year  (ended 


Aug.  31),  on  only  a  slight  drop  in 
sales  volume.  That  drop  isn't  all  due 
to  marketing  problems.  The  compa- 
ny's cost  of  carrying  its  huge  inven- 
tories—which are  essential  in  making 
and  aging  premium  whiskies— has 
spiraled  along  with  short-term  inter- 
est rates.  The  company's  interest  ex- 
pense hit  $21.1  million  in  1975,  vs. 
$15.2  million  in  1974  and  only  $7.5 
million  in  1973. 

Long  term,  however,  the  company's 
'  overriding  problem  is  marketing.  Hav- 
ing let  the  competition  sneak  away 
in  the  night,  Hiram  Walker  must  now 
run  twice  as  hard  to  catch  up.  It  is 
not  enough  for  the  company  to  devel- 
op the  kind  of  marketing  team  that 
can  spot  the  hot  trends;  it  must  go  out 
and  establish  new  ones.  Heublein's 
new  milk  drink,  The  Cow,  is  one  such. 

That  will  take  time,  money  and 
talent.  But  young  Hatch,  who  is  after 
all  only  33,  is  confident  he  and  his 
company  have  plenty  of  all  three.   ■ 


Cactus  Juice  On  The  Rocks 


This  will  sound  strange,  but  a  lot  of 
big  liquor  companies,  including  Hi- 
ram Walker,  are  scrambling  to  turn 
out  a  fiery  liquor  distilled  from  Mexi- 
can cactus  juice.  It's  called  tequila. 
And  almost  overnight,  it  has  become 
the  fastest-growing  liquor  in  the  U.S. 

The  tequila  trend,  like  many  oth- 
ers, began  among  the  young  in  Cali- 
fornia; they  wanted  to  get  bombed  on 
something  their  parents  didn't  drink. 
Mexican  tequila  was  ideal.  The  kids 
drank  it  straight— licking  some  salt  off 
their  wrists,  sucking  a  lemon  and  then 
quickly  taking  a  slug  of  tequila. 

Heublein  especially  spotted  the  fad 
early  and  helped  turn  it  into  a  boom. 
Heublein's  big  contribution  was  pro- 
moting easy-to-drink  cocktails  featur- 
ing tequila,  like  the  Marguerita  (te- 
quila, lime  juice  and  Triple  Sec)  and 
the     Sunrise     (tequila     and     orange 


juice).  As  a  reward,  its  Jose  Cuervo 
brand  is  now  No.  One  in  the  market 
and  its  Matador  is  No.  Eight  (see 
table).  Heublein  acquired  both 
brands  in  1966.  Barton  Brands  also 
won  big;  its  Montezuma  brand,  intro- 
duced in  1972,  rocketed  to  second 
place  in  just  two  years. 

As  liquor  companies  jumped  in 
with  some  250  brands  (mostly  since 
1972)  and  supplied  their  distributors, 
sales  soared— up  47%  in  gallons  in 
1972,  70%  in  1973  and  53%  in  1974. 

But  it  seems  that  those  numbers 
were  a  little  misleading.  They  repre- 
sent shipments  to  distributors,  but  not 
necessarily  sales  to  consumers.  Now 
that  distribution  pipelines  and  retail 
shelves  are  stocked,  tequila  sales  will 
be  increasing  at  a  more  modest  15% 
a  year,  according  to  Marvin  Shanken, 
editor  of  Impact  newsletter. 


That's  bad  news  indeed  for  all  the 
latecomers,  which  include  Seagram, 
Bacardi  and  Hiram  Walker. 

Actually,  Hiram  Walker  blew  its 
opportunity.  It  had  Arandas  tequila 
for  years.  But  while  Heublein's  Cuer- 
vo and  other  competitors  prospered, 
Arandas  languished.  It  is  only  now 
coming  up  with  a  new  brand,  Two 
Fingers,  and  will  launch  it  in  Arizona 
and  Colorado  early  next  year. 

Roy  Stevens,  whose  U.S.'  Hiram 
Walker  Inc.  must  distribute  and  mar- 
ket Two  Fingers,  says  bravely:  "The 
trendsetters  in  tequila  are  young  peo- 
ple. They  don't  have  real  fixed  pref- 
erences. .  .  .  We  feel  they  will  move 
to  a  brand  that  is  different." 

Perhaps  so.  But  if  the  slow-growth 
predictions  are  accurate,  Hiram  Walk- 
er may  be  pushing  into  the  Sunrise 
market  around  about  sundown. 


Top  Ten  Tequila  Brand  Ranking 


1975 
Rank 


Brand 

Parent  &  Importer 

Import 
Introduction 

1972 

Case  Volume 

1973 

'  (000) 
1974 

1975E 

Jose  Cuervo 

Heublein,  Inc.  (Smirnoff  Sales) 

1942 

220 

325 

425 

550 

Montezuma 

Barton  Brands,  Ltd. 

1972 

10 

25 

115 

145 

Arandas 

Hiram  Walker  (Maidstone) 

1956 

66 

82 

105 

120 

El  Toro 

American  Distilling  Co. 

1959 

35 

60 

85 

115 

Ole 

Schenley  (Schenley  Imports) 

1964 

15 

50 

82 

110 

Sauza 

National  Distillers 

1964 

25 

40 

65 

105 

Pancho  Villa 

E.  Martinoni  Company 

1965 

25 

48 

75 

102 

Matador 

Heublein,  Inc.  (Smirnoff  Sales) 

1955 

45 

60 

72 

85 

Pepe  Lopez 

Brown-Forman  Distillers 

1967 

20 

40 

55 

80 

Gavilan 

Glenmore  (Foreign  Vintages) 

1960 

22 

40 

45 

50 

1 

2 
3 
4 
5 
6 
7 
8 
9 
10 


Top  Ten— Total  Cases 

483 

770 

1,124 

1,462 

Tequila  Market— Total  Cases 

710 

1,205 

1,805 

2,145 

Source:  IMPACT  Newsletter 
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BUILDING  FOR  YOUR  FUTURE 


New  Amarillo  copper  refinery  will  have 
420,000  tons  per  year  capacity. 


In  Amarillo,  Texas,  Asarco  is  building  one  of  the  largest  and  most  efficient 
copper  refineries  in  the  world.  Costing  more  than  $175  million,  the  refinery  will 
incorporate  advanced  materials  handling  systems  and  the  latest  antipollution 
technology.  Start-up  is  scheduled  for  late  1975. 

The  new  refinery  is  strategically  located  on  direct  railroad  routes  from  our 
copper  smelters  in  El  Paso,  Texas,  and  Hayden,  Arizona,  to  the  major  copper 
markets  of  the  Midwest  and  East.  It  will  also  recover  the  valuable  by-products 
of  copper  refining:  60  million  ounces  of  silver  per  year,  gold,  platinum,  palladium, 
nickel  salts,  and  compounds  of  selenium  and  tellurium. 

Through  all  kinds  of  economic  ups  and  downs,  we  keep  expanding  to  help 
meet  the  long-range  demand  for  copper.  Today,  the  United  States  is  95%  self- 
sufficient  in  red  metal  because  of  the  progressive  programs  of  Asarco  and  other 
copper  companies.  ASARCO  Incorporated  is  located  at  120  Broadway,  New 
York,  N.Y.  10005. 


:<*• 


Peoples  Gas  reports  on 
expanding  underground 
storage  to  meet  winter  - 
time  needs. 

Plus  5  other  ways 
we're  working  to  ease  the 
natural  gas  shortage. 

JL*  of  the  industry's  leaders 
in  underground  storage  — 
injecting  natural  gas  into 
porous  rock  formations  dur- 
ing summer  months  to  be 
ready  for  peak  demands  in 
the  winter.  It's  an  important 
way  of  stretching  available 
supplies  and  fitting  them  to 
the  most  pressing  needs. 

We  have  ten  such  under- 
ground storage  fields  in 
service  now,  and  they  are 
constantly  being  enlarged 
and  re-equipped.  As  part  of  a 
current  $84  million  expan- 
sion program,  our  huge 
Manlove  field  site,  near 
Champaign,  Illinois,  is  being 
enlarged  to  a  capacity  of  ISO 
billion  cubic  feet.  Four  other 
fields  in  Illinois  and  Iowa  are 
being  expanded  by  an  aggre- 
gate of  1  5  percent. 

We're  also  working  on 
plans  for  two  new  storage 
fields.  Rights  are  being  ob- 
tained for  a  potential  site  in 
eastern  Illinois,  and  construc- 
tion work  is  underway  to 
develop  a  depleted  gas  field 
in  northeastern  Texas. 
The  expansion  of  our  underground  storage  capacity  is  just  one  of  the 

ways  we're  working  hard  to  continue  meeting  customer  demands  in  our 

service  territories,  even  while  shortfalls  are  being  reported  elsewhere. 

But  there  is  no  single  solution  to  the  natural  gas  problem  —  and  here  are 

five  other  ways  Peoples  Gas  is  attacking  the  problem. 


i 


1  ♦  Offshore  exploration*    4^  Coal  gasification. 

We  have 


We've  spent  or 
committed  over 
$625  million  to 
fund  exploration 
in  the  Gulf  of 
Mexico  since 
1970;  we  are  now 
getting  more 
than  500  million 
cubic  feet  of  gas 
every  day  from  this  investment.  It 
will  help  to  keep  14  million  cus- 
tomers warm  in  the  upper  Midwest 
this  winter  and  in  the  future. 

Z#  Onshore  sources. 

Under  a  12-year 
Revolving  Fund 
plan  approved  by 
the  F.P.C.,  $58 
million  will  be 
devoted  to  on- 
shore exploration 
in  traditional  gas 
producing  areas 
of  the  South- 
west along  our  pipelines.  While  this 
program  is  still  in  its  early  stages, 
about  24%  of  the  wells  drilled  to 
date  are  producing  wells,  a  good 
average. 

3*  Gas  from  the  Arctic. 

There  are 

massive 

natural  gas 

reserves  in 

Alaska's 

Prudhoe 

Bay  field; 

we  have 

exclusive 

rights  to 

negotiate  for 

a  portion  of 

them.  This 

could  mean 

around  1.7 

trillion  cubic  feet  of  new  gas,  enough 

to  heat  300,000  homes  in  the  upper 

Midwest  for  2.0  years. 


J  Mil  Pi-  *■&*£  BL*J- 


3 

4 


options  on  a 

substantial 

portion  of 

an  area  in 

North 

Dakota 

which  con- 
tains an 

estimated 

2.1  billion 

tons  of  lig- 
nite coal  — 

coal  that 

could  pro- 
duce a  billion  cubic  feet  of  gas 
every  day  for  50  years  when  our 
gasification  program  goes  into  full 
production. 

5  ♦  Synthetic  Natural 
Gas. 

Our  new  $97 
million  SNG 
plant  near 
Joliet,  Illinois 
—  now  under- 
going start-up 
tests  —  is  big 
enough  to  pro 
duce  160  mil- 
lion cubic  feet 
a  day.  That's  equal  to  18%  of  our 
current  annual  deliveries  to  our 
Chicago  customers. 

And  we're  working  on  still  other 
supply  sources,  including  LNG  from 
abroad  and  gas  made  from  cattle 
manure. 

Since  the  shortage  is  real  and  the 
demand  is  huge,  we  are  also  asking 
customers  to  conserve  gas  by  using  it 
wisely.  That  way,  we're  all  working 
together  to  assure  a  continuous  supply. 

Peoples  Gas  has  125  years  in  the  gas 
energy  business.  We've  had  a  lot  of 
practice  solving  its  problems. 

Peoples  Gas  Company 

An  Integrated  Natural  Gas  System: 

Natural  Gas  Pipeline  Company  of  America. 

The  Peoples  Gas  Light  and  Coke  Company. 

North  Shore  Gas  Company. 

Harper  Oil  Company. 

For  a  copy  of  our  Annual  Report,  write:  Peoples  Gas  Company, 

Room  323,  122  S.  Michigan  Ave.,  Chicago,  Illinois  60603. 
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D  Time  Inc 


PHOTO  BY  HEINZ  Kl.UETMt.lER  fOR  SPORTS  ILLUSTRATED. 


Sports  Illustrated  is  full  of  the  kind 
of  upbeat  action  you  want  to  jump 
into  all  the  way. 

In  fact,  total  immersion  is  how  peo- 
ple respond  to  most  everything  about 
sports.  When  they're  hitting  a  long, 


ball  battle. .  .the  rest  of  the  world  is 
long  gone. The  worries  and  pressures 
seem  to  vanish. 

These  days,  executives  and  profes- 
sionals are  plunging  into  Sports 
Illustrated  more  eagerly  than  ever. 


well-being  they  find  only  in  sports. 

Whatever  you  advertise,  here's 
where  your  audience  is  in  a  positive 
frame  of  mind.  They're  in  a  mood  to 
listen. They're  paying  attention. 

Want  to  make  a  splash?  Plunge 


true  drive. ..or  watching  a  great  foot-        Because  they  need  the  fresh  feeling  of       into  SI. 

Sports  Illustrated 

What  other  newsweekly  immerses  you  in  this  kind  of  action? 


That's  All  We  Need 

Federal  workers— now  over  half  unionized— may  be  the  next 
public  employee  group  tempted  to  strike  for  more  dough. 


Policemen  walk  off  the  job  in  San 
Francisco.  Striking  firemen  are  ac- 
cused of  setting  fires  in  Kansas  City. 
New  York's  municipal  union  leaders 
rumble  about  a  general  strike  because 
of  local  belt-tightening. 

Who's  next?  How  about  federal 
workers?  Internal  Revenue  Service 
agents,  Department  of  Agriculture 
meat  inspectors,  the  guys  who  print 
all  those  Social  Security  and  welfare 
checks.'  Illegal?  Of  course,  but  strik- 
ing is  illegal  in  San  Francisco,  Kansas 
City  and  New  York,  too— and  it  has 
happened  before. 

Remember  the  two-week  postal 
strike  in  1970?  National  Guard  troops 
actually  delivered  the  mail  in  some 
cities,  before  the  Government  bought 
off  the  nation's  500,000  postal  work- 
ers with  a  14%  wage  hike.  Other  fed- 
eral workers  got  a  6%  raise  at  the  same 
time  so  they  wouldn't  get  any  ideas. 

That  postal  settlement  was  a  turn- 
ing point.  It  proved  to  federal  work- 
ers that  they  could  strike— and  win. 
And  most  important,  postal  unions  got 
the  rights  to  bargain  on  wages— some- 
thing no  other  government  employee 
has.  Yet,  that  is. 

That  expanded  bargaining  power 
has  paid  off  big  for  the  postal  workers 
and  has  clobbered  postal  users.  Labor 
costs  have  jumped  from  81%  of  postal 
service  expenditures  in  1970  to  86% 
now,  and  postal  pay  increases  have 
outpaced  those  of  other  government 
workers  by  nearly  25%.  A  mid-level 
mail  clerk  who  earned  $7,200  then 
gets  $12,000  today.  That's  why  we  are 
getting  13-cent  postage  stamps. 

The  postal  lesson  was  not  lost  on 


other  federal  workers.  In  the  past  five 
years  the  number  of  federal  workers 
covered  by  union  contracts  has  near- 
ly doubled.  Now  for  the  first  time 
unions— the  largest  is  the  700,000- 
member,  AFL-CIO-affiliated  American 
Federation  of  Government  Employees 
—represent  over  half  of  the  2.1  mil- 
lion civilians  on  Uncle  Sam's  payroll. 
That  figure  excludes  the  95%-union- 
ized  postal  employees  who  work  for 
the  quasi-independent  U.S.  Postal  Ser- 
vice. In  all,  the  U.S.  Government  is 
more  heavily  unionized  than  the  non- 
farm  private  workforce  (25%)  or  state 
and  local  governments  (35%). 

So  far,  however,  outside  the  Postal 
Service,  government  unions  have  won 
no  real  power  over  federal  salaries. 
Since  1962  pay  scales  have  been  le- 
gally keyed  to  "comparability"  with 
similar  positions  in  the  private  sec- 
tor. The  adjustment  process  is  sup- 
posedly automatic:  After  a  Labor  De- 
partment survey,  the  President's  staff 
comes  up  with  an  annual  across-the- 
board  adjustment. 

Haggling  over  the  fine  points  gets 
fierce.  The  unions,  for  example,  want 
the  survey  to  cover  only  big,  high- 
paying  companies  to  establish  "com- 
parable" wages.  Such  statistical  she- 
nanigans have  a  big  impact:  Each 
percentage  point,  up  or  down,  rep- 
resents $500  million  in  annual  wages. 

"Despite  the  comparability  princi- 
ple, federal  salaries  are  still  a  politi- 
cal football,"  complains  Vincent  Con- 
nery,  a  former  IRS  agent  who  heads 
the  75,000-member  National  Treasury 
Employees  Union.  Connery  is  com- 
plaining about  the  fact  that  ex-Presi- 


dent Nixon  twice  delayed  federal  pay 
raises.  The  unions  went  to  court  to 
overrule  Nixon,  but  this  year  Presi- 
dent Ford  decided  to  hold  the  8.66% 
"automatic"  raise  to  5%,  and  Congress 
didn't  overrule  him. 

That's  where  strikes  or  threats  of 
strikes  could  come  in.  The  taxpayer 
is  in  revolt  and  the  federal  budget  is 
enormous.  The  pressure  is  on  to  hold 
down  government  payrolls,  inflation 
or  no  inflation.  Which  could  mean 
that  federal  employees  would  respond 
with  some  pressure  of  their  own  if 
they  felt  they  were  not  keeping  up 
with  inflation.  The  unions  are  push- 
ing legislation  giving  them  the  right 
to  strike  and  providing  for  arbitra- 
tion, a  procedure  that  already  exists 
in  Canada.  Congress  has  been  luke- 
warm. But  there  are  2.1  million  fed- 
eral workers,  all  of  them  voters. 

A  serious  problem  for  the  Federal 
Government  is  that,  unlike  industry, 
it  cannot  easily  get  better  productiv- 
ity in  return  for  higher  pay  because 
low  productivity  is  built  into  the  sys- 
tem. Thus  the  Government  has  few 
means  of  offsetting  higher  wages. 

"The  Government,"  says  Edward 
Lawler,  a  University  of  Michigan  psy- 
chologist who  studies  work  environ- 
ments, "is  optimally  structured  not  to 
motivate  performance.  It  rewards  se- 
niority, so  the  better  people  leave  . .  . 
and  it  builds  in  protective,  conserva- 
tive attitudes." 

There  is  also  a  tendency  in  federal 
service  for  the  least-skilled  jobs  to  be 
very  well  paying  in  comparison  with 
private  industry,  but  for  the  most  de- 
manding jobs  to  be  relatively  low  pay- 
ing. Across-the-board  pay  increases 
simply  aggravate  the  situation. 

Safe  Haven 

Overall,  federal  employees— except 
for  the  most  senior— have  few  com- 
plaints. They  have  near  absolute  job 
protection,  and  their  fringe  benefits 
run  to  32%  of  their  salaries  vs.  28%  in 
private  industry.  Nevertheless,  as  the 
pressure  for  government  economy 
builds,  so  could  the  counterpressure 
to  strike  by  federal  employees. 

A  tax  collectors'  strike  might  seem 
amusing.  But  what  if  Social  Security 
checks  stopped  coming?  Or  if  the  air 
traffic  controllers,  instead  of  just  slow- 
ing down,  really  walked  out? 

The  financial  implications  are 
frightening,  too.  Already,  the  Fed- 
eral Government  is  spending  $60  bil- 
lion in  total  payrolls:  How  high  could 
they  go?  Says  Raymond  Weissenborn, 
head  of  the  Civil  Service  Commission's 
pay  policy  division,  "If  we'd  had  col- 
lective bargaining  throughout  the 
government  like  the  Postal  Service 
does,  our  payroll  would  be  $15  billion 
or  $20  billion  higher  today."  ■ 
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The  Newest  Fad 


Pension  funds  are  getting  more  and  more  interested 
in  real  estate.  Watch  your  step,  boys! 


With  the  great  REIT  debacle  still 
reverberating  throughout  the  econo- 
my, you  might  think  money  managers 
would  be  steering  clear  of  large-scale 
real  estate  investments.  Well,  think 
again.  Pension  fund  managers  are 
plunging  into  commingled  real  estate 


arate  Account  fund  (now  $670-mil- 
lion  assets).  At  least  a  score  of  com- 
panies have  since  launched  commin- 
gled funds  in  the  last  18  months: 
Travelers  Insurance,  Texas  Com- 
merce Bank,  Bank  of  America,  Cold- 
well  Banker  Management  Corp.  Many 


funds,  and  by  1981  could  invest  some      more  are  on  the  way. 


$10  billion  to  $15  billion  more  in  real 
estate.  Some  of  these  funds  are  ad- 
ministered by  the  very  same  banks 
and  financial  institutions  that  helped 
launch  the  ill-fated  real  estate  invest- 
ment trusts. 

In  the  last  three  years  alone,  pen- 
sion managers  have  invested  $3  bil- 
lion in  the  existing  commingled  funds. 
Mortgage  banker  Martin  Glasser  of 
Glasser  American  Mortgage  Co.  warns 
that's  just  the  beginning:  "Pension 
funds  could  easily  invest  $20  billion 
in  real  estate  and  mortgages  over  the 
next  half-dozen  years." 

It's  not  just  today's  relative  bargain 
prices  that  are  attracting  the  pension 
boys.  There  is  a  seemingly  innocent 
requirement  in  the  Pension  Fund  Re- 
form    Act     of     1974     that     pension 


includes  an  appraisal  of  the  worth  of 
the  property— not  necessarily  what  it 
would  bring  if  it  were  sold  at  any 
given  time.  In  other  words,  the  9%  re- 
turn is  theoretical  rather  than  actual 
over  anything  but  the  very  long  term. 
It  works  like  this.  Normally,  the 
bank,  insurance  company  or  other  ad- 
viser to  the  commingled  fund  will 
have  its  properties  appraised,  both  by 
its  own  and  outside  appraisers.  There 
is  a  potential  for  abuse  here  in  either 
case,  but  especially  where  an  outside 
appraiser  is  involved.  The  appraiser 
has  a  vested  interest  in  setting  the  val- 


The  stampede  alarms  some  veteran      ue  of  the  property  as  high  as  possi- 


real  estate  men.  More  than  one  in- 
terview by  Forbes  drew  parallels  be- 
tween the  commingled  funds  and  the 
collapsing  REITs.  "They  are  treading 
into  dangerous  waters,"  says  Martin 
Glasser.  Respected  Chairman  Cor- 
nelius Rose  Jr.  of  North  American 
Mortgage  Investors,  one  of  the  few 
solvent  REITs,  warns:  "I  think  the 
pension  fund  desire  to  get  into  real 
estate  and  mortgages  is  ill-advised  and 
will  soon  result  in  some  well-pub- 
licized disasters." 

Nevertheless,  the  move  into  real  es- 
tate is  continuing.  Some  commingled 
funds  claim  to  deliver  long-term  re- 
turns of  9%  to  over  10%. 

Those    claims    deserve    close    scru- 


ble,  because  his  fee  depends  indirect- 
ly upon  the  size  of  the  appraisal. 

At  the  next  step  along  the  chain, 
the  bank  or  other  adviser  likewise  has 
a  vested  interest  in  accepting  the 
higher  valuation.  Why?  Because  the 
higher  the  valuation,  the  greater  the 
yield  from  the  adviser's  management 
fee,  which  is  calculated  on  the  asset 
value  of  the  fund. 

By  the  same  token,  the  pension 
fund  manager  also  has  an  interest  in 
accepting  the  higher  valuation,  be- 
cause it  improves  his  apparent  yield 
and  makes  his  investment  judgment 
seem  more  astute.  Of  course,  he  could 
hire  his  own  independent  appraisers, 
at  his  own  expense,  as  a  check;  but 
the    same    self-interest    operates 


on 


tiny.  The  return  cited  is  virtually  nev 
funds'  fiduciaries  must  prudently  di-  er  a  net  cash  return.  It  almost  always  them  to  lean  toward  a  high  appraisal 
versify  their  assets.  A  good  many 
trustees  have  taken  this  to  mean  that 
the  funds  ought  to  have  from  5%  to 
15%  of  their  assets  in  real  estate,  rath- 
er than  being  solely  invested  in  the 
traditional  stocks  and  bonds. 

Pension  funds  in  real-estate?  When 
real  estate  is  such  a  disaster?  The  an- 
swer is:  Has  the  stock  market  been 
much  better?  Therefore,  prudence 
says:  Buy  at  least  a  bit  of  property. 

The  problem,  of  course,  is  that  the 
typical  fund  manager  is  probably  a 
trained  stocks-and-bonds  man;  if  he 
isn't,  he  knows  where  to  go  for  ad- 
vice. But  where  does  he  go  for  ad- 
vice on  real  estate?  Buying  his  own 
house  is  probably  the  only  real  estate 
deal  he  ever  made.  He  must  find  an 
expert  to  invest  the  money  for  him. 
But  who? 

There  is  no  lack  of  volunteers,  part- 
ly because  managers  of  commingled 
real  estate  funds  typically  collect  a 
healthy  1%  of  a  portfolio's  asset  value 
each  year  in  exchange  for  selecting 
the  properties  and  monitoring  the 
portfolio.  That  1%  compares  with  the 
average  two-fifths  to  one-half  of  1% 
fee  collected  by  stock  fund  managers. 
It  is  an  open  question  whether  real 
estate  funds  get  much  extra  service. 

Prudential  Insurance  pioneered  this 
kind  of  investing  in  1971  with  Pru- 
dential Real  Estate  Investment   Sep- 


70 


FORBES,    NOVEMBER    1,    1975 


In  other  words,  a  pernicious  chain 
can  be  set  up  where  at  -each  link 
there  is  a  vested  interest  in  inflating 
the  appraisal. 

A  knowledgeable  real  estate  man 
who  asked  not  to  be  named  says: 
"It's  just  ridiculous  the  way  they  are 
assuming  an  almost  straight-line  ap- 
preciation in  the  worth  of  their  prop- 
erties. With  the  possible  exception  of 
shopping  centers,  the  worth  of  most 
real  estate  properties  in  the  last  two 
years  has  gone  down  by  £0%  to  25%, 
as  interest  rates  have  soared  and  rents 
haven't  kept  up  with  rising  costs." 

Naturally,  the  advisers  to  real  es- 
tate funds  tend  to  see  it  another  way. 
PRISA's  Robert  Schaefer  Jr.,  a  Pru- 
dential senior  vice  president,  says: 
"Pension  funds  buy  into  our  funds  for 
the  long  haul  to  get  income  and  yield. 
They  aren't  interested  in  our  selling 
properties.  Temporary  ups  or  downs 
in  valuation  aren't  their  concern." 

He  adds:  "Besides,  we  use  inde- 
pendent appraisers  to  check  on  our 
own  appraisals." 

Experts  And  "Experts" 

Of  course,  Prudential  and  some 
other  insurance  companies  know  real 
estate.  They  have  been  in  it  for  gen- 
erations. Even  so,  they,  too,  have 
taken  their  lumps  from  time  to  time. 
But  an  increasing  proportion  of  the 
newcomers  setting  up  such  funds  are 
banks  and  former  REIT  advisers.  And 
they,  at  least  for  the  most  part,  are 
certainly  not  real  estate  experts— wit- 
ness their  heavy  overhang  of  REIT 
losses,  many  of  which  were  incurred 
in  REITs  that  they  themselves  set  up. 
Some  of  these  banks  now  face  losses 
of  capital  from  10%  to  25%  on  their 
REIT  investments. 

Another  danger  is  that  so  much 
money  will  flow  into  the  funds  that 
the  managers  will  not  be  able  to  find 
enough  suitable,  first-rate  investments. 
Such  an  overabundance  of  cash,  you'll 
remember,  forced  the  REITs  to  back 
increasingly  dubious  deals.  Already, 
a  few  of  the  more  conservative  funds 
have  turned  away  clients  until  they 
could  find  enough  good  deals.  Pru- 
dential's Schaefer  says,  "We  recent- 
ly shut  down  our  fund  for  a  quarter 
because  we  had  too  many  clients 
wanting  to  invest." 

The  real  problem  here  is  not  real 
estate  itself.  Over  the  long  term  it 
has  been  one  of  the  best— if  not  the 
best— of  investments.  But  it  is  a  tricky 
up-and-down  business,  and  there  is 
no  Securities  &  Exchange  Commission 
to  patrol  its  dark  streets.  Pension 
fund  managers  would  do  well  to  move 
in  carefully.  And  slowly.  The  stock 
market  crash  was  disaster  enough  for 
them  for  one  generation.  They  don't 
need  another  clobbering.  ■ 


Sunbeam 
Innovations 

make  life 
easier... 

world  wide 


Sunbeam  innovations  such 
as  the  famous  Mixmaster 
Mixer,  Electric  Frypan, 
Crocker-Frypan  and  Shot 
of  Steam  Iron,  help  take  the 
drudgery  out  of  work  for 
millions  of  housewives. 

In  addition,  you  can  mow 
your  lawn  in  Australia  with  a 
Victa  mower  that  mows 
neatly  even  when  the  grass 
is  dripping  wet . . .  light  a 
cigarette  in  Germany  with  a 
Rowenta  Solartronic  table 
lighter  (that  draws  electrical 
energy  from  the  sun  for  its 
batteries) . . .  grill  steaks 
deliciously  in  England  with 
a  Rima  infra  red  grill . . . 
style  your  hair  without 
curlers  in  Canada  and  the 
U.S.  with  a  Mist-Stick 
Curler/ Styler. . .  shear 
sheep  or  clip  farm  animals 


in  New  Zealand  (or  almost 
anywhere  else  in  the 
world)  with  Stewart 
equipment. 

Yes— life  is  being  made  a 
little  easier  with  innovations 
from  a  world  wide  leader 
in  small  appliances- 
Sunbeam  Corporation. 

Sunbeam  is  a  world  wide 
corporation  with  26  plants 
in  12  countries  other  than 
the  U.S.  In  addition  to  being 
a  maker  of  small  appliances, 
Sunbeam  Corporation 
through  its  subsidiaries  is 
also  a  supplier  to  the  U.S. 
and  the  world  of  a  variety  of 
industrial  and  commercial 
products.  These  range  from 
air  and  water  pollution 
equipment  to  walk-in 
coolers;  from  industrial 
furnaces  to  automotive 
equipment.  In  the  home,  on 
the  farm,  and  in  industry 
and  business,  Sunbeam 
helps  make  life  a  little 
easier  world  wide. 


I   J* 
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The  Numbers  Game 


When  Goodwill  Is  Bad  News 

One  of  the  big  problems  of 
the  accounting  profession  is 
that  it  must  lay  down  general 
principles  to  deal  with  spe- 
cific cases.  The  general  prin- 
ciples, however,  like  ready- 
made  suits,  do  not  fit  every 
specific  case.  That,  in  es- 
sence, explains  the  excite- 
ment now  going  on  over  the 
accounting  requirement  that 
intangible  assets,  especially 
goodwill,  must  be  amortized. 

Such  intangible  assets  are 
a  queer  breed.  Accountants 
define  them  as  what  you  buy 
in  a  company  if  you  pay 
more  than  the  fair  market 
value  of  the  company's  tan- 
gible assets— plant,  machin- 
ery, inventory,  land,  receiv- 
ables and  the  like.  When 
high-stepping  conglomerators 

of  the  1960s  paid  outrageously  inflated  prices  for  compa- 
nies, the  excess  was  called  "goodwill."  Using  goodwill,  hus- 
tlers created  huge,  often  fictional  asset  growth  with  no 
corresponding  penalty,  since  in  those  days  the  accountants 
did  net  require  that  goodwill  be  written  off.  It  could  sit 
on  the  asset  sheet  forever,  looking  impressive,  but  often 
worth  nothing  or  less  than  nothing. 

That  abuse  was  finally  outlawed  in  October  1970  when 
the  accounting  profession  adopted  Accounting  Principles 
Board  Opinion  17.  It  said  no  asset  has  an  eternal  life; 
therefore  all  intangibles,  including  goodwill,  must  be 
amortized.  The  amortization  period  set  was  40  years. 

A  decent  general  principle,  but  it  apparently  does  not 
fit  all  the  specific  cases.  There  has  been  an  increasing 
outcry  against  it  from  a  variety  of  companies— truckers, 
for  instance,  whose  most  essential  possession  is  the  Inter- 
state Commerce  Commission  license  (an  intangible  asset) 
that  permits  them  to  haul  freight  across  state  lines.  And 
newspaper  publishers,  who  insist  that  the  most  important 
things  they  buy,  when  they  acquire  a  new  paper,  are  the 
intangibles  of  an  established  name  and  circulation  base. 

Most  seriously  affected  are  the  broadcasters.  Here's  why: 

Take  the  case  of  New  York-based  Lin  Broadcasting 
Corp.  (1974  revenues:  $26.5  million).  In  November  1974 
Lin  acquired  KXAS-TV  in  the  lush  Fort  Worth-Dallas 
market.  Lin  paid  $35  million.  Of  that,  only  $11  million 
was  assigned  to  KXAS's  tangible  assets.  The  other  $24 
million  was  paid  for  the  station's  Federal  Communica- 
tions Commission  license  and  its  lucrative  NBC  network 
affiliation,  both  intangibles. 

This  is  common  practice  in  broadcasting.  When  anoth- 
er broadcast  company,  Metromedia,  bought  a  Chicago 
FM  station  for  $2.8  million,  a  trivial  $20,000  was  as- 
signed to  tangible  assets.  The  rest  went  for  the  FCC  li- 
cense and  other  intangibles. 

Under  Opinion  17,  those  intangibles  must  be  charged 
to  profits  within  the  next  40  years.  So  the  KXAS-TV  deal 
will  cost  Lin  some  $600,000,  or  26  cents  per  share,  an- 
nually. Considering  that  Lin's  1974  per-share  net  was 
only  95  cents,  that  charge  hurts  plenty. 

On  top  of  it  all,   the  Internal  Revenue   Service   gen- 


^ftqpfc, 


erally  will  not  allow  amorti- 
zation of  the  intangibles  as 
a  deductible  item  for  tax 
purposes.  So,  the  penalty  to 
earnings  is  equivalent  to  $1.2 
million  pretax,  rather  than 
just  $600,000.  "Put  another 
way,"  says  Arthur  Andersen 
&  Co.  partner  Charles  John- 
son, "a  40-year  amortization 
period  with  no  tax  benefit 
is  really  only  a  20-year  write- 
off. That's  what  really  hurts 
these  companies." 

The     broadcasters     agree 
that   Opinion    17   is    a    good 
thing  for  stopping  the  abuses 
of  conglomerators.   But  they 
argue  that  the  broadcast  in- 
dustry is  in  a  different  class. 
Its  intangibles  are  almost  cer- 
tain   to    increase    in    value, 
since  the  licensing  system  lim- 
its market  entry.  Michael  O'Sullivan,  Lin's  controller,  puts 
it  this  way:  "These  intangibles  have  continuing  value,  and 
I  don't  see  why  we  should  have  to  amortize  them." 

He  has  a  point.  Back  in  1962  Lin  bought  three  radio 
stations  for  $2.5  million,  of  which  $1.8  million  was  for 
intangibles.  Last  May  Lin  sold  the  same  three  stations 
for  $8.7  million  to  Multimedia  Broadcasting  Corp.  Of  that 
$8.7  million,  Multimedia  figures  it  paid  $5  million  for  in- 
tangibles. So  Lin's  intangibles  increased  some  200%  in  value. 
The  industry  also  argues  that  Opinion  17  affects  it  far 
worse  than  other  industries,  since  typically  60%  of  a  broad- 
cast company's  assets  will  be  intangibles.  "One-fortieth  of 
very  little  is  very  little,"  says  Ron  Irion  of  the  National 
Association  of  Broadcasters.  "But  one-fortieth  of  a  hell  of  a 
lot  can  be  a  hell  of  a  lot." 

Another  inequity,  claim  some,  is  that  the  young  and 
growing  broadcast  companies  are  penalized  more  than  the 
industry  giants  like  CBS  or  NBC,  which  purchased  most  of 
their  stations  before  the  rule  went  into  effect.  Thus,  their 
amortization  burden  is  much  less  than  it  is  for  the 
younger  companies. 

The  companies  apparently  do  have  the  support  of  many 
accountants.  A  special  entertainment  companies  task  force 
of  the  American  Institute  of  Certified  Public  Accountants 
recently  wrote  an  opinion  reaffirming  the  applicability  of 
Opinion  17  to  the  broadcast  companies.  But  according  to 
Charles  Johnson,  an  author  of  the  draft,  "When  we  got  to 
the  intangible  assets,  most  of  us  were  sympathetic  with 
the  industry." 

Why,  then,  doesn't  the  AICPA  provide  some  relief?  No 
power,  says  Johnson,  pointing  out  that  only  the  Financial 
Accounting  Standards  Board  can  do  that. 

The  FASB  does  have  the  whole  matter  of  accounting  for 
business  combinations  on  its  agenda.  Michael  Pinto,  FASB 
member,  agrees  that  the  board  feels  the  rules  need  re- 
evaluation.  But  when  an  opinion  will  come  from  the  al- 
ready overburdened  FASB  is  anybody's  guess. 

The  sooner  the  better.  You  can  make  the  case  that 
counting  should  be  aimed  at  ending  abuses.  But  it  should 
also  reflect  an  accurate  economic  picture.  For  broadcast 
companies  at  least,  Opinion  17  gives  a  faulty  image.   ■ 
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dryest  of  seasons  the 
tang  ones  show  some  signs  of  growth. 

It's  axiomatic.  When  a  magazine  is  rooted  deeply 
^^1^^^^^t%|^^|^^||^^^^  jbetter  chance .  %. 
P  sustain  itself  in  a^ifjicy  t  economic  environment. 

Ty  Guide continues  to  be  &16  leading  magazine 
in  circulation,  efficiency,  and  in-home  reactership.  j 
But  it  has  also >  becojrie  number  one  in  advertising 
rev$nues-ih4  first  magazine  this  year  to  reach 
S 100  million. 

Adyfrt^in  TV  Guide.  It  fe^g 
to  expect  that  our  growth  wiH  helR 
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Transamerica 

Dividend  Increase 

Continues 

14  Year  Record 


On  September  18th  Transamericas  Directors  increased  the  dividend  rate  on 
Transamerica  common  stock  to  62c  per  share.  The  action  maintains  a  14-year  record. 
Transamerica  shareholders  who  have  retained  their  stock  dividends  have  received 
increased  cash  dividends  for  14  consecutive  years. 

Since  1961  cash  dividends  paid  Transamericas  common  shareholders  have 
increased  by  nearly  130%.  The  Corporation  is  committed  to  a  long-term  policy  of 
attempting  to  provide  regular  dividend  increases. 

The  chart  below  shows  how  cash  dividends  paid  Transamerica  shareholders  have 
grown  from  1961  to  the  present. 

Transamerica  has  paid  a  dividend  on  its  common  stock  continuously  since  1934. 


TO- 
W- 
SO  — 


DIVIDENDS  PAID  PER  SHARE 
*Stock  Dividend  Paid 


1961  62  63  64  65  66  67  68  69  70  71  72  73  74  75 


Transamerica 


PUBLIC  LANDS-OPPORTUNITY 

Equal  Opportunity  is  provided  all 
citizens  of  the  U.S.A.  to  partici- 
pate in  the  Profits  and  Tax-Bene- 
fits of  Oil  &  Gas  Lease-Rights  on 
Public  Lands.  Parcels  are  awarded 
each  month  through  PUBLIC 
DRAWINGS  which  provide  profit 
potential  in  excess  of  %  million 
dollars.  DRAWINGS  ere  adminis- 
tered by  the  BUREAU  of  LAND 
MANAGEMENT.  Send  $1.00  for 
complete  information. 

FEDERAL  OIL  &  GAS  LEASES,  INC. 

Geological  &  Market  Evaluation  Service* 

2995  L.B.J.  Freeway 

P.O.  Boi  29119,  Dept.  FOR. 

Dallas,  Tout  75229  Ph.  (214)  243  4253 


OWN  YOUR  OWN 

MONEY  BUSINESS 

REPRESENT  OVER  2,000  U.S.  SOURCES  OF  CAPITAL 

"BECOME  A  FINANCIER" 

Ideal  for  executive  type  person,  R.  E. 
Ins.  and  stockbrokers.  Operate  from 
a  dignified  professional  office.  Cli- 
ents come  to  you  for  Venture  Capi- 
tal Assistance.  Must  be  sincere  with 
well-rounded  business  background. 
Instant  Hi  income  for  right  person. 

$U.S.32,500  Cash  Will  Handle 

For  details  write  Dept.  21,  Computer  Capital  Corp., 

6922  Hollywood  Blvd.,  Los  Angeles,  Calif.  90028 

Call  Mr.  Van:  (213)  463-4841 


Billions 

For  Concrete 

Despite  legal  reforms 
and  the  changes  wrought 
by  OPEC,  the  old 
highway  lobby  hasn't 
lost  its  clout. 

Two  years  ago,  an  unlikely  duo  of 
oil-producing  Arabs  and  reform-mind- 
ed legislators  seemed  about  to  bust 
up  the  Highway  Trust  Fund  once  and 
for  all.  The  Arabs  cooled  down  Ameri- 
ca's love  affair  with  the  automobile 
by  escalating  gasoline  prices.  And  the 
legislators  passed  a  federal  law  sup- 
posedly opening  the  Highway  Trust 
Fund  to  mass-transit  projects. 

But  nothing  really  changed.  Today 
the  wide  range  of  highway-happy 
people  who  support  the  fund  are  as 
powerful  as  ever.  And  the  fund  is  in- 
tact. Into  it  flows  a  4-cent  levy  on 
every  gallon  of  gasoline  sold,  plus 
some  truck-related  excise  taxes,  for  a 
grand  total  of  $6.5  billion  a  year. 

Of  that,  less  than  $50  million  has 
been  diverted  to  mass  transit.  Nearly 
every  cent  is  earmarked  for  highway 
construction;  the  money  cannot  be 
spent  for  other  purposes,  no  matter 
how  urgent. 

A  similar,  if  less  extreme,  situation 
affects  aviation.  There  is  a  federal  tax 
of  8%  on  every  ticket  sold;  the  $1  bil- 
lion a  year  it  generates  is  for  things 
like  airport  runways,  and  cannot  be 
used  for  general  purposes. 

A  vast  sum,  $12  billion,  sits  in  the 
two  special-purpose  funds. 

This  kind  of  automatic  spending  is 
one  reason  the  federal  budget  is  out 
of  control  and  national  priorities  arc 
so  fouled  up.  The  need  now  clearly  is 
as  much  for  mass  transportation  as  for 
highways;  the  airlines  need  more  pas- 
sengers, not  more  runways.  So  there 
is  much  talk  of  reexamining  the  whole 
concept. 

One  logical  reform  would  be  to 
abolish  trust  funds  entirely,  throw 
the  money  into  the  Government's  gen 
eral  revenues  and  examine,  year  by 
year,  the  need  for  highways,  runways, 
waterways  or  railways  as  a  part  ol  an 
overall  transportation  policy. 

The  Administration  supports  tins 
goal.  "For  interstate  commerce  func 
tions  like  highways  and  waterways 
there  should  be  user  charges,"  s.i\s 
Theodore  Lutz,  Deputy  Under  Secre 
tary  of  Transportation,  "but  without 
trust  funds  and  dedicated  spending." 

This  summer  President  Ford  pro 
posed  to  divert  50%  of  the  highway 
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fund  to  federal  general  revenues, 
share  25%  with  the  states  and  keep 
only  the  remaining  25%  to  complete 
and  maintain  the  interstate  road  sys- 
tem. Along  similar  lines,  Senators  Ed- 
ward Kennedy  (Dem.,  Mass.)  and 
Lowell  Weicker  (Rep.,  Conn.)  are 
now  pushing  a  bill  to  substitute 
"transportation  revenue  sharing"  for 
highway  fund  outlays,  so  local  areas 
can  use  the  money  as  they  like. 

But  between  the  will  to  change  and 
the  fact  of  change  stands  the  high- 
way lobby.  It's  a  collection  of  strange 
bedfellows— ranging  from  auto  manu- 
facturers and  truckers  to  teamsters 
and  rubber  workers— united  in  their 
dedication  to  concrete  and  asphalt. 
Their  rallying  point  is  the  600-mem- 
ber  Highway  Users  Federation.  Its 
$3.3-million  annual  budget  comes  not 
from  motorists,  but  from  organizations 
like  Allstate  Insurance,  Exxon,  General 
Motors  and  U.S.  Steel.  Surprisingly, 
even  magazines  like  Time  and  News- 
week are  in  the  ranks. 

Lobby  Roll 

The  lobby's  firmest  supporters  in 
Congress  include  politicians  whose 
districts  profit  greatly  from  the  trans- 
portation trust  funds.  Representative 
Bud  Shuster  (Rep.,  Pa.),  ranking 
member  of  a  key  highway  subcom- 
mittee, wants  additional  money  spent 
on  rural  and  secondary  roads— like 
those  in  his  northern  Appalachian  dis- 
trict. He  claims  90,000  bridges  need 
to  be  rebuilt  at  a  cost  of  $16  billion. 
Then  there's  Representative  Dale  Mil- 
ford  (Dem.,  Tex.),  a  former  TV 
weatherman,  who  is  chairman  of  the 
aviation  subcommittee.  His  district  in- 
cludes the  huge  Dallas-Fort  Worth  re- 
gional airport,  and  he  now  wants 
something  akin  to  an  interstate  air- 
port system  to  help  commuter  airlines. 

Splintered  congressional  jurisdiction 
also  helps  preserve  the  status  quo. 
In  the  Senate,  five  separate  commit- 
tees handle  transportation.  "[Senator 
Howard]  Cannon  [Dem.,  Nev.]  takes 
care  of  airports;  [Senator  Jennings] 
Randolph  [Dem.,  W.Va.]  takes  care  of 
highways,  and  nobody  looks  at  the 
big  picture,"  complains  a  Weicker 
aide.  Ironically,  last  year's  highly 
praised  House  budget  reforms  en- 
couraged trust  funds  by  mandating 
specific  annual  appropriations  for  oth- 
er federal  contract  spending.  That  re- 
inforces the  old  argument  that  long- 
term  transportation  projects  can't  get 
assured  funding  without  the  protec- 
tion of  dedicated  money. 

It's  hard  tt>  believe,  but  it's  true: 
Nearly  two  years  after  the  Organiza- 
tion of  Petroleum  Exporting  Coun- 
tries shattered  forever  the  status  quo 
in  transportation,  the  highway  lobby 
is  still  doing  business  as  usual.   ■ 
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'...  a  delightsome  land! 

O  —Captain  John  Smith  (1608) 

Today,  Maryland  is  still  "a  delightsome  land"  ...  not  only  for 
living,  but  for  business  as  well.  Consider  Maryland's  Office  of 
Business  Liaison.  It  will  help  businessmen  solve  any  kind  of 
problem  within  the  limits  of  our  State  government's  capa- 
bilities. It  provides  a  focal  point  for  answering  questions  on 
State  programs,  directs  suggestions  and  complaints  to  proper 
persons  for  action,  and  supplies  the  necessary  follow-up  to  see 
the  job's  done  right. 

It's  all  part  of  our  overall  philosophy,  "Once  we  get  you,  we 
don't  forget  you." 

Add  Maryland's  unique  locational  advantages,  its  financing  and 
labor  training  programs,  and  the  State's  genuine  livability — and 
you've  got  good  reason  to  consider  Maryland  when  conducting 
a  site  survey. 

Maryland 
Department  of  Economic  and  Community  Development 

Room  F-115,  1748  Forest  Drive,  Annapolis,  Maryland  21401 

Phone:  301-267-5514 

Maryland 
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Two  years  ago  everyone  had 
given  up  Columbia  Pictures 
for  dead.  Everyone  except 
Wall  Street's  Allen  &  Co. 

Hollywood's  films  may  be  more  real- 
istic nowadays,  but  some  of  its  fi- 
nancial scripts  still  read  like  The  Perils 
of  Pauline.  To  wit,  the  saga  of  Columbia 
Pictures  Industries. 
As  late  as  1970  Columbia's  performance  had  the 
audience  cheering.   Chairman  Abe   Schneider  was  a 
genius.  So  was  Production  Boss  Mike  Frankovich  Jr. 
( Bridge  on  the  River  Kwai,  Lawrence  of  Arabia,  etc. ) . 
Within  a  year,  Columbia  was   $29  million  in  the 
red.  The  next  year  it  lost  another  $3  million.  The  year 
after  that   (ended  June  30,  1973)   it  blew  a  colossal 
$50  million— and  the  cheers  turned  to  jeers,  the  ge- 
niuses to  chumps.  Columbia  seemed  on  its  deathbed, 
with  debt  up  to  $162  million  and  equity  down  almost 
to  zilch.  Schneider  and  Frankovich  packed  up  their 
press  clippings  and  limped  off  the  set. 

Then— dah  dah!— came  the  bright  young  hero  gal- 
loping to  the  rescue,  from  Wall  Street's  swashbuckling 
Allen  &  Co.  (Syntex,  et  al)  no  less.  Alan  J.  Hirsch- 
field,  40-year-old  former  Allen  vice 
president,  now  Columbia's  president 
and  chief  executive,  no  sooner  rode 
onto  the  scene  than  the  company  had 
three  hits  again  (Funny  Lady,  Sham- 
poo and  Tommy).  Suddenly,  too,  it 
has  the  second-largest  number  of 
prime-time  television  shows  and  a 
brand-new  record  subsidiary  that  al- 
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Imagine!  All  but  broke  in  1973,  Colum- 
bia under  Alan  Hirschfield  suddenly 
has  three  hits:  Funny  Lady  (Streis- 
and), Tommy  (Elton  John)  and  Sham- 
poo (Julie  Christie,  Warren  Beatty). 


ready  ranks  eighth  on  the  sales  charts. 
The  $50-million  loss  has  now  become 
a  $5-million  profit.  The  debt  has  been 
whacked  down  to  $116  million.  And 
the  equity  has  been  shoved  back  up 
to  $20  million. 

Will  Columbia  Pictures  now  live 
happily  ever  after? 

Well  .  .  .  maybe.  But  this  is  not  the 
end  of  the  rescue,  or  even  the  begin- 
ning of  the  end.  Ever-after  happi- 
pess  is  not  a  $5-million  net  on  a  $332- 
million  gross,  especially  since,  thanks 
to  past  losses,  Columbia  paid  no  cur- 
rent federal  income  taxes.  Nor  does 
ever-after  happiness  consist  of  a  5-to- 
1  debt-to-equity  ratio,  or  even  the 
3-to-l  ratio  Hirschfield  hopes  to  hit 
next  year. 

With  an  eye  for  hidden  value,  Al- 
len &  Co.,  in  the  person  of  Presi- 
dent Herbert  Allen  Jr.  (with  some 
members  of  his  family),  bought  up 
some  5%  of  Columbia's  shares  in  the 
dark  days  of  1973  and  cast  a  reluctant 
Hirschfield  ("At  first  I  told  Herb  I 
wouldn't  touch  it  with  a  20-foot 
pole")  in  the  rescuer's  role. 

Where  others,  for  example,  trem- 
bled at  the  big  losses  hidden  in  Co- 
lumbia's costly  inventory  of  unre- 
leased  or  partly  released  films,  Allen, 
and  subsequently  Hirschfield,  saw  an 
easy  chance  to  take  "the  big  bath." 
Hirschfield  originally  figured  they 
might  be  able  to  wash  off  about  $25 
million.  In  fact,  between  write-offs 
and  accounting  changes,  the  bath 
spilled  all  over  the  tub  and  totaled 
some  $75  million.  It  included  such 
forgettable  Frankovich  films  as  Castle 
Keep,  Lost  Horizon  and  Oklahoma 
Crude.  It  also  included  a  $13-million 
write-off  of  an  Abe  Schneider  scheme 
to  show  feature  films  in  hotel  and 
motel  rooms  through  a  coin-operated 
setup.  (From  the  start,  Columbia's 
pictures  ran  a  poor  second  to  the 
Gideon  Bible. ) 

Likewise,  where  the  crepe  hangers 
could  see  only  Columbia's  soaring 
production  costs  and  operating  losses. 
Allen  and  Hirschfield  could  envision 
years  of  juicy  tax-loss  carryforwards 
to  shelter  future  earnings.  As  matters 
now  stand,  Columbia  can  earn  $73 
million  between  now  and  1980— more 
than  it  netted  in  all  of  the  1960s-and 
not  pay  a  nickel  in  taxes. 

Then  too,  where  others  had  eyes 
only  for  Columbia's  mountainous  debt, 
Allen  and  Hirschfield  could  see  a 
group  of  14  very  nervous  banks  that 
faced  the  unhappy  prospect,  in  the 
event  Columbia  went  bust,  of  own 
ing  a  lot  of  rotten  films. 

Hirschfield  has  found  the  bankers 
ready  and  willing  to  renegotiate  tli< 
terms  of  Columbia's  debt.  True,  ( 
lumbia  still  faces  repayments  of  $125 
million  over  the  next  three  years -on  I 
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ERISA  AND  YOU 


Wondering  what  ERISA  means  to  your 
group  insurance  and  pension  plans? 

Maybe  Metropolitan  can  help  you. 


As  you  know,  ERISA,  the  Employee 
Retirement  Income  Security  Act  of  1974,  is 
an  extremely  important  and,  at  the  same 
time,  complex  piece  of  legislation. 

Just  what  does  it  say— and  what  does 
it  mean  to  you?  Because  it's  so  new  and  so 
far-reaching  there  is  much  that  requires 
interpretation  and  clarification. 

How  does  ERISA  affect  your 
employee  benefit  plan?  How  would  it  affect 
a  pension  plan  if  you  institute  one?  Does 
anybody  know  the  answers?  To  whom  do 
you  turn? 

We'd  suggest  that  you  turn  to 
Metropolitan's  Group  Insurance  and 
Pension  Representatives.  They  would  be 
glad  to  work  with  your  attorneys  in 
determining  the  application  of  ERISA  to 
your  particular  benefit  plan  or  pension 
plan. 

We  can,  of  course,  tell  you  what 
employee  benefit  plans  are  subject  to  the 


Act  and  what  plans  are  exempt;  what 
the  standards  for  eligibility  are;  how  the 
plan  must  provide  for  vesting  and  what 
the  minimum  requirements  are  for 
funding. 

We  can  explain  the  types  of  reports 
that  must  be  made  and  the  information  that 
must  be  disclosed  both  to  the  government 
and  plan  participants. 

We  can  also  tell  you  what  provisions  of 
the  Act  apply  to  your  group  insurance 
contract  and  to  your  pension  plan. 

These  are  some  of  the  major  points. 
Metropolitan's  Group  Representative  can 
also  provide  details  on  how  to  establish  a 
new  plan  and  administer  its  operation  after 
it  is  initiated. 

And  when  you  place  your  pension 
funds  with  Metropolitan,  remember  we 
can  insure  the  funds  so  that  payment  to 
your  employees  is  guaranteed  at  time  of 
retirement. 


CS  Metropolitan 

Where  the  future  is  now 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy 
any  ol  these  securities.  The  offering  is  made  only  by  the  Prospectus. 


$65,000,000 

Montreal  Urban  Community 

(Canada) 

10%%  Sinking  Fund  Debentures  due  October  1,  2000 

Redeemable  on  October  1 .  1 982  at  the  option  of  the  holder 
Payable  in  United  States  Dollars 


Price  100% 

(plus  accrued  interest) 


Copies  of  the  Prospectus  may  be  obtained  in  any  Province  only  from  such  of 
the  several  underwriters  as  may  lawfully  offer  these  securities  in  such  Province. 


White,  Weld  &  Co.  Salomon  Brothers 

Incorporated 

Levesque,  Beaubien  Inc.        Nesbitt  Thomson  Securities,  Inc. 


The  First  Boston  Corporation 
Dillon,  Read  &  Co.  Inc. 


A.  E.  Ames  &  Co. 

Incorporated 

Blyth  Eastman  Dillon  &  Co. 

Incorporated 

Dominion  Securities  Harris  &  Partners  Inc.         Goldman,  Sachs  &  Co 
Greenshields  &  Co  Inc 


Halsey,  Stuart  &  Co.  Inc. 

Affiliate  of  liache  &  Co.  Incorporated 

Hornblower  &  Weeks-Hemphill,  Noyes       E.  F.  Hutton  &  Company  Inc. 

Incorporated 

Kidder,  Peabody  &  Co.  Kuhn,  Loeb  &  Co. 

Incorporated 

Lazard  Freres  &  Co.  Lehman  Brothers 

Incorporated 

Loeb,  Rhoades  &  Co.  McLeod,  Young,  Weir,  Incorporated 

Merrill  Lynch,  Pierce,  Fenner&  Smith     Paine, Webber,  Jackson  &  Curtis 

Incorporated  Incorporated 

Reynolds  Securities  Inc.       Smith,  Barney  &  Co.       Dean  Witter  &  Co. 

Incorporated  Incorporated 

Wood  Gundy  Incorporated  Shearson  Hayden  Stone  Inc. 

Octob°r9.  1975 


'Feisty  .  .  .  deep- reaching  ...  a 

highly  diverting  account  of 

one  free  spirit's  reactions  to 

great  and  small  happenings." 

Saturday  Review 


Fact  &  Comment  by  Malcolm  S.  Forbes. 

295  pages  in  a  handsomely  bound  hardcover  edition.  Send  check 

for  $7.95  to  Forbes  Inc  .  60  Fifth  Avenue,  New  York,  N.Y.  1001 1 

(New  York  State  residents,  add  4%-8%  for  sales  tax;  New  York  City,  8%) 


of  a  cash  flow  that  ran  only  $9  mil- 
lion last  year.  Shrugs  Hirschfield: 
"That's  an  invitation  for  the  bankers 
to  sit  down  and  talk  it  over  again." 

But  now  the  tough  work  begins. 
With  the  recent  sale  of  a  Salt  Lake 
City  TV  station,  the  balance-sheet  ma- 
neuvering is  about  over.  Now  Hirsch- 
field must  produce  some  operating 
earnings— solid,  long-run  operating 
earnings— in  order  to  enjoy  the  tax 
losses  and  pay  off  the  still-staggering 
debt.  Can  he  do  it,  and  keep  it  up? 

He  is  off  to  a  promising  start. 
Hirschfield's  first  move  on  taking  over 
was  to  close  down  Columbia's  studio 
completely  for  six  months  and  look 
for  a  new  production  chief.  In  David 
Begelman,  former  head  of  Creative 
Management  Associates  talent  agency 
and  a  friend  of  nearly  everyone  in 
Hollywood,  he  evidently  found  the 
man  he  needed.  Columbia's  feature 
film  revenues  jumped  from  $140  mil- 
lion to  $201  million  in  the  latest  fiscal 
year,  with  Shampoo,  Tommy  and 
Funny  Lady  leading  the  way. 

Hark,  Hark 

Next  to  feature  films,  Columbia's 
sorest  sore  spot  was  its  Bell  Records 
subsidiary.  Hirschfield  scrapped  the 
Bell  label  and  took  a  gamble.  He 
hired  the  controversial  Clive  Davis  to 
start  up  a  brand-new  record  sub- 
sidiary, Arista.  Davis  had  just  been 
dismissed  from  CBS  for  allegedly  mis- 
appropriating corporate  funds  and  is 
now  under  indictment  for  income  tax 
evasion.  Whatever  else  Davis  may  be, 
reasons  Hirschfield,  "Clive  represents 
a  rare  combination  of  both  executive 
and  creative  talent." 

Arista,  in  operation  a  year,  is  al- 
ready in  the  black,  and  has  grabbed 
eighth  place  in  sales  of  singles  and 
albums  in  the  record  jungle.  Long 
range,  Hirschfield  sees  the  record 
business  as  Columbia's  great  growth 
opportunity.  "At  $2  billion  a  year,  it 
is  twice  as  big  as  the  film  market,"  he 
says.  Columbia's  record  and  music 
publishing  revenues  are  $30  million, 
a  fraction  of  its  movie  gross. 

Hirschfield  has  done  well  in  TV  l>\ 
relying  on  home-grown  executive  tab. 
cnt:  Columbia  veteran  John  H.  Mil 
chell.  In  the  current  TV  season  the 
company  has  become  the  second- 
largest  supplier  of  prime-time  pro- 
grams (Police  Story,  Police  Woman, 
etc.),  though  its  5Ja  hours  a  week  arc 
way  behind  Universal's  13  hours. 

For  all  the  upbeat  points  at  Colin n 
bia,  Wall  Street  has  learned  from  bil 
ter  experience  to  be  skeptical  aboul 
movieland  "turnarounds."  They  have 
a    nasty   habit   of   being   very   shorl 
lived.  Nevertheless,  you  have  to  ad 
mil  that  this  dying  dog  is  now    hark- 
ing lustily.   ■ 
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The  others  tell  you  what  has  happened 

To  The  Point  International 

tells  you  why! 


For  those  CURIOUS  about  trends  and  events  abroad  . . . 
CONCERNED  with  how  others  think  and  react  to  the  U.S. 
. . .  who  HAVE  A  STAKE  in  opportunities  emerging 
around  the  world! 


J  t   TO  THE  POINT  INTERNATIONAL  is 

a  biweekly  magazine  devoted 
wholly  to  international  happenings. 
It  moves  with  the  world's  news,  cov- 
ering those  topics  that  affect  your 
life  —  global  politics,  energy,  war 
and  peace,  technology,  finance,  sci- 
ence to  name  just  a  few. 

2.  This  lively  new  publication  is 
not  just  another  news  magazine. 
The  publication  is  written  on  the 
assumption  that  major  world  events 
are  already  known  by  its  readers,  to 

THE    POINT  INTERNATIONAL  aims   tO 

analyse  the  issues  for  you  and  bring 
them  into  perspective  —  to  answer 
the  question:  How  do  world  events 
affect  you  and  your  business? 

3#  Africa  is  the  "New"  continent  and 

TO    THE     POINT    INTERNATIONAL 

reports  from  there  in  every  issue  — 
through  a  special  section  devoted  to 
this  fast-developing  continent.  Afri- 
can Background  and  African  Diary 
are  your  windows  to  a  world  that 
the  businessman  wants  and  needs  to 
know  more  about.  By  providing  de- 
tailed information,  we  are  creating  a 
much  needed  dialogue  between  that 
vital  area  and  the  rest  of  the  free 
Western  World. 

4#  Over  50  top-flight  correspond- 
ents for  TO  THE  POINT  INTERNA- 
TIONAL file  their  stories  from  every 
corner  of  the.  world  .  .  .  giving  you  a 
firm  grasp  of  international  events 
and  their  potential  impact  on  Amer- 
ican life.  Over  56  pages  of  objective, 
incisive  and  highly  readable  report- 
ing— for  those  with  the  international 
"need-to-know." 


5.  Each  issue  puts  the  whole  inter- 
national scene  together  for  you 
—  26  times  a  year  with  a  flair  for 
the  colorful  and  unusual  ...  an  eye 
for  detail  and  detached  objectivity. 
All  in  an  exciting  format  and  lan- 
guage that  is  designed  for  you  — 
the  informed  reader. 

5.  Already  a  resounding  success  in 
Europe,  to  the  point  interna- 
tional's readers  include  world  lead- 
ers, diplomats,  multinational  busi- 
nessmen and  professionals  of  all  de- 
scriptions. You  can  join  over  40,000 
top-level  men  and  women  in  busi- 
ness, government,  science,  econom- 
ics, medicine  ...  by  becoming  a 
Charter  American  Subscriber  to  this 
chief  advisor  on  international  affairs. 

CHARTER  INVITATION 

33%   Off  Regular  Rate  And  Full 
Money-Back  Guarantee 

Join  TO  THE   POINT  INTERNATIONAL 

as  a  Charter  American  Subscriber 


for  only  $12.00  for  the  next  year 
(26  issues).  This  is  a  full  33%  less 
than  the  regular  subscription  rate. 

In  addition,  the  Charter  Guarantee 
gives  you  the  right  to  cancel  service 
at  any  time  .  .  .  and  we  will  return 
your  entire  $12.00,  no  matter  how 
many  issues  you  have  already  re- 
ceived. 

Take  advantage  of  this  special  intro- 
ductory offer  today  and  return  the 
attached  coupon. 

And  Welcome  To  The  Wide  World 

Of — TO  THE  POINT  INTERNATIONAL! 


CHARTER  SUBSCRIPTION  OFFER 
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Please  enter  my  introductory  subscription  for  one  year  of  to  the  point  inter- 
national at  $12.00  for  26  biweekly  issues.  A  savings  of  33%  off  regular  sub- 
scription rates.  I  understand  I  have  the  option  to  cancel  my  subscription  at  any 
time  and  receive  a  full  refund,  no  matter  how  many  issues  I  have  received.  I 
enclose  no  money  now,  and  will  be  billed  later. 
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Faces  Behind  the  Figures 


Playing  It  Again 

1\  September  it  looked  like  Emhart 
Corp.  was  going  to  take  over  twice- 
as-big  USM  Corp.  When  USM  fought 
the  tender  offer,  Emhart  sued  in  Con- 
necticut. Hartford-based  Emhart 
seemed  to  be  winning,  so  USM's  law- 
yers countered  with  the  dangerous 
ploy  that  a  merger  might  violate  anti- 
trust laws. 

That  sent  the  case  to  Boston,  USM's 
hometown— with  unexpected  results. 
In  a  quick,  tough  decision,  the  Boston 
judge,  Charles  Wyzanski,  ruled  that 
"anything  which  strengthens  the  capi- 
tal position,  the  resources,  the  sci- 
entific knowhow  ...  of  USM  .  .  . 
seems  plainly  to  threaten,  if  not  in- 
volve, violation  of  the  Sherman  Act." 

That  stops  Emhart  for  now,  but 
it  is  almost  as  awkward  for  USM. 
USM  could  violate  the  ruling  even  by 
negotiating  a  big  bank  loan. 

It  is  interesting  how  USM's  history 
is  entwined  with  the  law— and  Wy- 
zanski. Ever  since  Louis  Brandeis,  the 
future  Supreme  Court  star,  wrote  its 
iron-clad  shoe  equipment  leases  back 
in  1903,  the  company  has  been  in  le- 
gal hot  water.  Of  the  record  four  USM 
monopoly  cases  to  reach  the  Supreme 
Court,  the  most  famous  USM  loss 
came  in  the  1954  affirmation  of  a 
stiff  opinion  written  by  a  young  U.S. 


district  judge— Charles  Wyzanski. 
"You're  right,"  Wyzanski  told 
Forbes,  "I'm  the  same  man  who  wrote 
that  case."  His  500,000-word  opin- 
ion ("a  pain  and  a  dread  for  every 
law  student")  not  only  became  an 
antitrust  classic,  but  cut  USM's  mar- 
ket share  from  85%  to  33%.  Wyzanski, 
back  from  semiretirement  to  hear  the 


current  case,  is  disturbed  that  USM's 
market  share  has  gradually  recovered 
to  42%,  though  shoe  equipment  is  now 
less  than  half  the  company's  business. 
The  69-year-old  jurist,  who  has 
since  fired  off  another  opinion  charg- 
ing USM  with  "fraudulent,  decep- 
tive and  manipulative  practices"  in 
its  battle  to  fight  off  Emhart,  seems 
happy  to  be  getting  an- 
other crack  at  the  compa- 
ny. "I  heard  this  case 
back  in  the  Fifties,"  he 
says,  "I'm  hearing  it  now, 
and  I  hope  to  be  around 
still  if  it  comes  back  in 
20  years."  ■ 


One  Way  To  Win,  Or  Who's 
Doing  What  To  Whom? 


The  book  that  is  No.  Two  on  the 
nonfiction  bestseller  list  is  living  proof 
you  can  fool  some  of  the  people  all 
of  the  time. 

First  off,  the  author  of  Winning 
Through  Intimidation  is  a  rather  mousy 
man  of  37  who  never  won  much  of 
anything  until  the  public  started  buy- 
ing his  book.  The  book  reflects  the 
business  "philosophy"  of  its  author, 
sometime  real  estate  broker  Robert 
Ringer.  In  short:  Shaft  your  neighbor 
before  he  can  shaft  you.  Ringer  con- 
tends that  you,  too,  can  make  money 
by  overwhelming  people  with  $5  call- 
ing cards,  rented  Learjets  and  the 
old  shaft-'em-first  approach. 

That  is,  if  the  feds  don't  get  you 
first.  Shortly  before  he  wrote  the 
book,  the  Securities  &  Exchange  Com- 
mission sued  Ringer  and  two  cronies 
for  fraud,  when  a  shell  company  he 
was  associated  with,  Crescent  Ceneral 
Corp.,  was  charged  with  violation  of 
SEC   reporting  requirements.    Ringer 


80 


Author 
Ringer 


signed  a  consent  decree  in  the  case. 

Ten  New  York  publishers  turned 
down  his  predatory  prose.  So  Ringer 
formed  his  own  vanity  press  in  Bev- 
erly Hills  in  1974  and  took  big  ad- 
vertisements in  various  national  pub- 
lications. Sure  enough,  enough  buyers 
bit  to  provide  him  with  cash  to  pay 
for  more  ads. 

After  the  first  40,000  mail-order 
sales,  Funk  &  Wagnalls  took  on  the 
distribution  rights  in  July;  it  has  since 
sold  100,000  more.  Also,  Ringer 
claims  that  in  May,  Fawcett  Publica- 
tions paid  six  figures  for  the  paper- 
back rights.  He  estimates  he  will  make 
around  $3  million  from  his  $200,000 
in  promotion  outlay.  "The  principles 
in  the  book  were  used  to  market  it," 
he  boasts.  Now  he's  working  on  a  se 
quel.  Our  suggested  title:  Some  Peo 
pic  Will  Buy  Anything. 

Intimidation  is  dedicated  to  "the 
promoters  of  the  world."  Considering 
the  triteness  of  its  acbicc  and  the 
turgidity  of  its  prose,  it  might  better 
be  dedicated  to  "the  suckers  o!  the 
world."  They  are  the  ones  who  are 
buying  it.  ■ 
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Forbes.  A  gift  to  be  appreciated 
now  and  all  next  year. 


We've  all  heard  of  the  executive  who  was  at 
last  persuaded  to  take  a  vacation.  As  a  result,  he 
spent  three  weeks  by  the  shore Jooking  strand- 
ed until,  on  his  last  day,  he  met  another  exec- 
utive and  spent  the  day  with  him  discussing 
common  business  problems.  He  returned 
completely  relaxed. 

A  Forbes  subscriber,  naturally.  But  if  you 
know  an  executive  like  that  who  isn't  a  Forbes 
subscriber,  you  have  the  answer  to  a  gift  prob- 
lem. Nothing  could  be  better  than  Forbes. 
Meetings  with  other  executives  .  . .  analyses  of 
companies  with  valuable  insights  into  the  whys 
arid  wherefores  of  their  success  .  .  .  lessons  from 
corporate  mistakes  . .  .  how  executives  wield 
power  . . .  profitable  formulas  for  mergers  and 
acquisitions  . . .  it's  all  in  Forbes. 

To  round  out  Forbes  personal  service  to 
executives,  each  issue  features  top  Wall  Street 
analysts  with  their  recommendations  for  invest- 
ment buys  and  sells.  Why  not  welcome  a  new 
member  to  the  Forbes  community  of  successful 
business  people  this  year. 


Send  us  your  gift  list  now,  either  on  the  card 
bound  in  this  issue  or  on  your  own  letterhead. 
Extra  savings  are  available  on  multiple  orders 
(see  box)  . . . 

An  announcement  in  the  form  of  a  repro- 
duction of  the  painting  above  will  be  sent  in 
your  name  to  each  recipient. 

The  subscription  will  start  with  the  January 
1,  Annual  Report  on  American  Industry  issue. 
If  the  order  card  has  been  removed,  please 
address  your  order  to  Mr.  Ted  York,  Forbes,  60 
Fifth  Avenue,  New  York,  N.Y.  1001 1 . 


Forbes  Special  Gift  Rates 

One  1  -year  gift  -  $  1 5 

Two  1-year  gifts -$28 

Three  1 -year gifts-  $41 

Each  additional  1  -year  gift  -  $  1 3 

Each  3-year  gift  -  $30 

Pan   American   orders,   please   add 
year.  Other  foreign,  add  $9  a  year. 


$4  a 


Frank  Schaffer.  Chairman  of  Doremus,  and  Bob  Fearon, Executive  Vice  President  and  Creative 
Director,  swap  some  praiseworthy  thoughts. 


FEARON:  There  it  is.  You  can  pick  it  up. 

SCHAFFER:  And  touch  it. 

FEARON:  And  smell  it.  And  tear  it  up  and  chew  on  it  if  you 
want  to. 

SCHAFFER:  I  grew  up  on  print  advertising.  I  was  a  copy- 
writer my  early  years  at  Doremus.  Over  the  70  plus  years 
Doremus  has  been  in  business  we've  been  primarily  a  print 
agency.  If  the  truth  be  known,  I'm  most  comfortable  with  print. 

FEARON:  Are  you  saying  you  don't  like  our  television  and 
radio  commercials? 

SCHAFFER:  I  love  them.  They're  exciting.  And  I  like  the  results 
they're  getting.  But  you  can't  refer  back  to  television.  It  makes 
its  point  and  it's  gone. 

FEARON:  Well,  I  like  the  challenge  of  working  in  TV,  radio 
and  print.  Each  has  a  different  kind  of  excitement.  But  I  must 
admit  I  do  like  to  create  print  ads  because  they're  more  personal, 
more  individualistic. 

SCHAFFER:  I'll  agree  with  that.  Usually  a  print  ad  is  written 
by  one  person.  And  edited,  if  at  all,  more  often  than  not,  by 
just  one  person. 

FEARON:  In  fact,  when  I  interview  for  copywriters,  I'm 
interested  in  seeing  the  candidate's  reel,  sure,  but  I  focus  on 
the  print  ads. 

SCHAFFER:  On  copy  and  concept.  There's  usually  more  meat 
on  the  bone  in  a  print  ad. 

FEARON:  Yes.  Print  ad  copy,  its  concept,  the  whole  feel  of  it, 
more  often  reflects  the  thinking,  ability  and  talent  of  the  writer. 
A  lot  more  people  are  involved  in  a  television  commercial.  A 


good  director,  a  good  casting  session  can  make  a  spot  work.  It's 
a  whole  different  thing  from  print. 

SCHAFFER:  And  the  reader  is  affected  differently.  A  print  ad 
brings  an  authority.  "It  is  written. . .",  you  know.  If  it's  down 
there,  indelibly,  for  all  to  see,  it  has  an  inherent  believability. 
Of  course,  you've  got  to  take  advantage  of  it  by  using  the  space 
with  intelligence. 

FEARON:  Magazine  space  is  particularly  stimulating  to  use. 
The  quality  of  the  paper,  the  excellent  reproduction  for  both 
black-and-white  and  color  make  it  a  visual  experience.  And  that's 
what  I  think  of  print  ads  as.  A  visual  experience.  Even  all  type  ads. 

SCHAFFER:  We  feel  strongly  about  how  our  ads  look.  They 
must  work  graphically. 

FEARON:  Rod  Capawana,  our  head  art  director,  is  a  genius  at 
using  the  two  dimensions  of  a  magazine  page.  He  plays  with 
type.  Pushes  it  around.  He  wants  it  to  be  a  design  in  itself.  He 
uses  it  to  create  mood  and  a  collage  of  shapes. 

SCHAFFER:  Which  leads  to  the  opportunities  we  have  for 
images.  Gompelling,  dramatic  photographs  and  illustrations. 
We  can  do  such  imaginative  things  with  a  blank  magazine  page. 

FEARON:   We  pull  readers  into  the  page  and  craftily  lay  our 
client's  message  on  them.  And  we  make  the  personality  of  the 
magazine  work  for  us. 

SCHAFFER:  What  I  like  about  a  magazine  ad  is  we  can  prove 
readership  and  results.  It's  such  a  measurable,  known  quantity. 

FEARON:  So  how  many  do  you  suppose  will  pick  this  message 
up?  And  touch  it?  And  agree  with  us  that  magazine  advertising 
has  life  and  conviction  and  a  soaring  range? 


Magazine  Publishers  Association,  Inc. 

575  Lexington  Ave.,  New  York,  N.Y.  10022 


Faces  Behind  the  Figures 


Phony  Baloney? 

U.S.  Presidents  from  both  parties 
have  heldv  for  years  that  the  truth 
about  investment  tax  credits  is  self- 
evident.  Tax  breaks  spur  needed  capi- 
tal spending,  which  in  turn  stimu- 
lates the  economy.  The  latest  to  swear 
to  it  is  President  Gerald  Ford,  who  is 
fighting  to  make  today's  "temporary" 
10%  credit  permanent  and  to  raise  it 
to  12%  for  utility  generating  plants- 
all  as  part  of  his  embattled  $28-bil- 
lion  tax-cut  proposal. 

Though  Republicans  and  Demo- 
crats are  wrangling  in  Congress  over 
the  merits  of  Ford's  overall  plan,  most 
businessmen  welcome  the  proposed 
credits.  Their  reason  is  obvious.  By 
increasing  cash  flow,  the  tax  breaks 
save  companies  money.  But  do  they 
really  stimulate  the  economy?  Do 
tax  breaks  actually  encourage  cor- 
porations to  invest  in  new  plant  and 
equipment? 

Not  enough  to  be  worth  their  cost, 
says  Harvey  Brazer,  a  noted  tax  ex- 
pert who  helped  formulate  President 
John  Kennedy's  7%  tax  break  and  ac- 
celerated-depreciation allowances  in 
1962.  The  University  of  Michigan 
professor,  who  was  Kennedy's  top  tax 
economist  and  is  now  a  frequent  ad- 
viser to  the  House  Ways  &  Means 
Committee,  says  that  the  record  of  the 


last  ten  years  has  convinced  him  that 
such  tax  cuts  are  a  lousy  way  to 
spend  federal  money. 

"There's  been  no  great  reaction  to 
these  investment  incentives,"  says 
Brazer,  citing  a  sheaf  of  research.  Cur- 
rent investment  tax  credits  and  ac- 
celerated depreciation  deprive  the 
Government  of  $15  billion  yearly  in 
tax  revenues.  But  Brazer  estimates 
that  giving  corporations  that  10%  dis- 
count on  new  investments  really 
doesn't  spur  much  more  spending 
than  businessmen  planned  in  the  first 
place.  "If  we  really  want  to  generate 
investment,"  he  argues,  "we  should 
do  away  with  the  credits  and  let  the 
Treasury  just  buy  $15  billion  worth 
of  capital  goods  and  give  them  away. 
This  tax  break  should  be  analyzed 
just  like  any  other  spending." 

He  contends  that  a  businessman 
doesn't  spend  money  on  capital  goods 
simply  because  it  lowers  his  taxes: 
"He's  got  to  be  convinced  that  his 
capacity  is  inadequate  and  that  there's 
a  profitable  long-term  demand  for  his 
product.  .  .  .  Look  at  the  utilities.  The 
main  reason  they  aren't  building  now 
isn't  the  cost,  it's  the  inability  to  get 
necessary  rate  increases." 

Says  the  blunt-spoken,  53-year-old 
economist:  "I  don't  object  to  tax  cuts 
for  business.  I  object  to  the  phony- 
baloney  rationale."  ■ 


Economist  Brazer 


Work  vs.  Play 

Over  four  years  ago  a  Forbes  cover 
featured  two  white-faced  Herefords 
peering  out  from  behind  a  barbed- 
wire  fence.  The  headline— "Stranger, 
Keep  Out"— billboarded  a  cover  story 
about  state  governments  that  were 
putting  down  the  unwelcome  mat 
when  businessmen  inquired  about 
new  plant  sites. 

In  some  places— like  Oregon  and 
Colorado— those  attitudes  still  prevail. 
But  in  at  least  one  jurisdiction  the 
economic*  slowdown  has  brought 
home  thecvalue  of  employment. 

"Vermont's  so-called  antibusiness 
attitude  is  part  of  American  folklore," 
says  Governor  Thomas  Salmon,  43. 
"Expanding  the  permanent  job  base 
here  is  the  top  priority  of  my  admin- 
istration," he  adds,  aware  that  unem- 
ployment in  Vermont's  tourist-based 
economy  jumped  to  8.4%  last  Decem- 
ber, 20%  above  the  national  average. 

To  woo  business,  Salmon  recently 
hosted  27  visiting  companies  on  a 
new  industrial  tour  and  welcomed  a 
Soviet    trade     delegation.    With    his 


backing,  Vermont  started  a  $150,000 
job-training  program.  And  it  is  now 
advertising  its  plant  sites. 

The  Governor  also  sponsored  a  bill 
setting  up  the  Vermont  Industrial  De- 
velopment Authority,  which  has  made 
$1  million  in  direct  loans  to  six  firms, 
including  two  newcomers.  Those  loans 
last  year  added  some  $15  million  in 
manufacturing  revenues  to  Vermont's 
$600-million  base.  (That's  twice  the 
sales  figure  generated  by  recreation 
and  tourism. ) 

"Our  strong  environmental  laws," 
says  Salmon,  "provide  the  underpin- 
ning for  a  healthy  industrial  base." 
But  he  quickly  swings  to  the  offen- 
sive: "Governor  Tom  McCall's  hawk- 
ish efforts  to  keep  Oregon  for  Oregon- 
ians  created  a  national  mystique  that 
led  to  record  growth.  That  policy 
backfired  in  terms  of  his  objectives." 

An  Ohio-bom  Democrat  and  cham- 
pion of  business,  Salmon  seems  out  of 
place  as  Governor  of  Vermont.  But 
he's  after  bigger  game:  The  former 
attorney  may  run  for  the  U.S.  Senate, 
partly  on  his  record  of  industrial  de- 
velopment in  Vermont.  ■ 


Vermont's  Governor  Salmon 
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No  Chain-Store 
Reaction 

When  W.T.  Grant  slipped  into 
bankruptcy  proceedings  last  month, 
pundits  predicted  a  chain  reaction  of 
allied  company  catastrophes.  High  on 
many  lists  was  Hubbard  Real  Estate 
Investments,  a  REIT  advised  by  a 
Merrill  Lynch  subsidiary.  Strike  one  is 
the  fact  that  it  is  a  REIT.  And  strike 
two,  it  has  $25  million  of  its  $95  mil- 
lion capital  tied  up  in  ten  Grant 
stores  and  a  warehouse.  Its  stock  hit 
its  alltime  low,  $9  vs.  a  book  value  of 
$23,  after  Grant's  announcement. 

But  if  Hubbard  is  in  trouble,  its 
calm,  confident  44-year-old  president, 
William  F.  Murdoch  Jr.,  deserves  an 
Oscar.  Sitting  back  on  the  sofa  in  his 
27th-floor  office  and  smiling  a  lot,  the 
former  head  of  the  famous  Schroder 
Real  Estate  Corp.  notes  that  Hubbard 
is  a  so-called  equity  REIT  that  actual- 
ly owns  buildings;  its  $95-million  cap- 
ital is  unleveraged  equity  except  for  a 
$2.6  million  office  building  mortgage. 
Moreover,  all  of  Hubbard's  other  ten- 
ants are  solvent. 

"I  don't  want  to  say  it  is  a  relief 
[to  have  Grant  in  formal  bankruptcy 
proceedings],"  says  the  well-dressed 
Murdoch.  "But  .  .  .  [now]  we  can  go 
ahead  and  do  something  to  find  new 
tenants  for  those  stores." 

Even   if   Grant   stops   paying   rent 


completely,  the  most  Hubbard  would      erage  the  money.  Indeed,  that  is  the 
forego  is  $2.5  million  in  annual  rent,      fact  that  lured  Murdoch  over  to  Hub- 
plus  perhaps  another  million  in  carry-      bard  in  the  first  place, 
ing  costs.  To  be  sure,  that  represents  He  smiles:   "A  public  entity  today 

over  half  of  last  year's  total  earnings.       with   $95   million   in   capital   and   no 
But  it  would  not  add  up  to  a  disaster.       debt  is  a  terrific  opportunity."  Even  if 

And  that's  the  worst  case.  For  now,  its  No.  One  tenant  is  bankrupt.  ■ 
at  least,  Grant  has  definite 
plans  to  close  only  five  of 
the  stores  that  the  Hub- 
bard equity  REIT  owns— 
although  Murdoch  con- 
cedes there  will  probably 
be  more. 

Moreover,  if  Hubbard 
can  find  new  tenants  for 
the  abandoned  stores,  it 
may  well  be  able  to  raise 
rents  over  what  Grant 
paid.  Grant's  rents,  deter- 
mined in  1970  when 
Hubbard  was  established, 
are  below  what  retailers 
are  paying  for  comparable 
space  on  new  leases  now. 

Murdoch,  with 
Hubbard  only  since 
1974,  is  quick  to 
add  that  had  Hub- 
bard's $25-million 
Grant  investment 
been  leveraged,  he 
would  be  sweating 
now— "That  would 
have  been  a  differ- 
ent situation."  But 
Hubbard  didn't  lev-       Murdoch  of  Hubbard 


Digit 


Carlson  of  Interior  Dept. 


The  conservationists  are  winning 
big— indeed,  too  big. 

At  least,  that's  the  contention  of 
Jack  W.  Carlson,  an  assistant  secre- 
tary in  the  Interior  Department.  His 
job  is  to  encourage  the  mining  indus- 
try to  develop  deposits  of  copper, 
iron,  silver,  oil  and  other  valuable 
raw  materials.  He  does  this  partly  by 
letting  them  dig  on  the  third  of  the 
U.S.  landmass  owned  by  the  Federal 
Government.  But  lately,  instead  of 
simply  encouraging  miners,  the  career 
government  official  has  been  trying  to 
alarm  them. 

Carlson  notes  that  in  1968  miners 
were  prohibited  from  digging  on  on- 
ly 17%  of  all  federal  land.  Now  con- 
servationists' victories  have  increased 
that  figure  to  somewhere  around  67%. 
If  the  trend  should  continue,  warns 
Carlson,  "we  could  close  all  public 
lands  by  1980." 

Somewhat  surprisingly,  the  conser- 
vationists are  now  zeroing  in  on  des- 
olated     but      mineral-rich      Alaska. 


There's  a  bill  before  Congress  that 
would  effectively  put  23%  of  the  state 
off  limits  to  miners. 

Carlson,  who  would  rather  work 
than  fish  or  hunt  and  calls  himself  an 
environmentalist,  says  such  mass  pro- 
hibitions are  wasteful  and  unneces- 
sary. He  says  we  can  have  parks  and 
minerals,  too.  His  buzz  word  is  "mul- 
tiple use." 

"Mining  production  uses  only  0.2% 
of  the  land  at  any  point  in  time,"  says 
Carlson.  In  other  words,  miners  can 
dig  in  one  spot  and  campers  can  play 
in  another,  without  either  one  dis- 
turbing the  other. 

What  will  happen  if  the  conserva- 
tionists reject  "multiple  use"  and  con- 
tinue to  score  big  victories?  Carlson's 
answer:  "What  happened  in  oil  could 
happen  with  minerals." 

Carlson  doesn't  want  to  see  the  con 
servationist  movement  destroyed.  Fai 
from  it.  His  complaint  is  simply:  "Too 
much  of  a  good  thing  can  become  a 
bad  thing."  ■ 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 


October  8,  1975 


5,250,000  Common  Shares  of 

Northern  Electric 

COMPANY,  LIMITED 

With  Warrants  to  purchase 
2,625,000  Common  Shares  of 

Bell  Canada 


These  securities  are  offered  in  Units  only,  each  Unit  consisting  of  one  Common  Share  of 

Northern  Electric  Company,  Limited  and  one-half  of  one  Warrant  of  Bell  Canada. 

A  full  Warrant  is  required  to  purchase  one  Common  Share  of  Bell  Canada.  The  Warrants  will  be 

exercisable  through  June  30,  1977  at  Cdn.  $46  per  share  (subject  to  adjustment). 

Of  the  5,250,000  Units,  2,250,000  are  being  initially  offered  in  the  United  States. 

Price  U.S.  $25.85  Per  Unit 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this  announcement  is  circulated  only 
from  such  of  the  undersigned  as  may  legally  offer  these  securities  in  such  State. 


Salomon  Brothers 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

A.  E.  Ames  &  Co. 

Incorporated 


Wood  Gundy  Incorporated 


Morgan  Stanley  &  Co. 

Incorporated 

Drexel  Burnham  &  Co. 

Incorporated  ■ 


The  First  Boston  Corporation 


Blyth  Eastman  Dillon  &  Co. 

Incorporated 


Dillon,  Read  &  Co.  Inc. 


Goldman,  Sachs  &  Co. 


Halsey,  Stuart  &  Co.  Inc. 

Affiliate  of  Bache  &  Co.  Incorporated 


Hornblower  &  Weeks-Memphill,  Noyes 

Incorporated 


E.  F.  Huttoh  &  Company  Inc.        Kidder,  Peabody  &  Co.         Kuhn,  Loeb  &  Co.         Lazard  Freres  &  Co.        Lehman  Brothers 

Incorporated  Incorporated 


Loeb,  Rhoades  &  Co. 
Wertheim  &  Co.,  Inc. 


Paine,  Webber,  Jackson  &  Curtis 

Incorporated 

White,Weld&  Co. 

Incorporated 


Reynolds  Securities  Inc. 


Dean  Witter  &  Co. 

Incorporated 


Smith,  Barney  &  Co. 

Incorporated 

Shearson  Hayden  Stone  Inc. 


Of  the  5,250,000  Units,  3,000,000  are  being  initially  offered  in  Canada  by  a  Canadian  group  represented  by: 


A.  E.  Ames  &  Co 

Limited 


Greenshields  Incorporated  Dominion  Securities  Corporation  Harris  &  Partners 

Limited 

Wood  Gundy  Limited        McLeod,  Young,  Weir  &  Company       Richardson  Securities  of  Canada        Levesque,  Beaubien  Inc. 


r  message  to  the 
the  German  eco 


Now,  thanks  to  the  new 
study,  "Entrepreneurs  & 
Managers, "you  can  identify, 
more  clearly  than  ever,  the  top 
managers,  directors  and  senior 
executives  in  business  and 
industry,  and  their  counterparts  in 
public  service. 

These  are  the  people — about 
1,200,000  of  them— who  keep  the 
German  economy  moving — the  real 
decision-makers  of  the  Federal  Republic.  ' 
Not  surprisingly,  they  are  also  Germany's    \ 
top-spending  consumers.  N 

A  single  issue  of  Der  Spiegel  reaches  more 
than  501 ,000  of  them  (part  of  Der  Spiegel's 
total  audience  of  3  million  men  and  2 
million  women)  concentrated 
predominantly  in  the  upper  income 
and  social  strata. 

No  other  medium  comes  close. 

No  other  publication  in 
Germany —  daily  newspaper, 
business  magazine  or  financial 
paper — approaches  Der  Spiegel's 
top-level  coverage  (the  runner-up 
delivers  slightly  more  than  half). 

Yet  Der  Spiegel  is  neither  a  business  magazine  nor 
a  financial  paper.  Its  appeal  is  in  the  editorial  scope  and 


skill  that  have  made  it  the 

largest  newsmagazine 

in  the  world  published 

outside  the  U.S. 

Dollars  for  marks,  Der  Spiegel 

delivers — like  no  other  medium 

covering  Germany.  Get  the  whole 

story  from  Fred  F.  Fields 

or  Henry  G.  Meyer-Oertel, 

INTA  Advertising,  Inc., 

U.S.  advertising  representatives  of 

Der  Spiegel,  1560  Broadway, 

New  York  10036  (212)575-9292. 


DER  SPIEGEL 


NATO-Staat 


Germany's  Only 
Europe's  Largest 


Newsmagazine 

DER  SPIEGEL 


The  Forbes  Index 


T 

t'. 

I  A  S  O  N  O 


JULY  126.0 

AUG 126.1 

SEPT 124.4 

OCT 122.7 

NOV 119.2 

DEC 115.7 

JAN 113.6 

FEB 112.7 

MAR 110.3 

APR 110.0 

MAY    110.7 

JUNE    111.8 

JULY  113.4 

AUG.  (Prel.).   .114.3 


1965       1966       1967       1968       1969       1970       1971       1972       1973       1974 


1975 


Composed  of  the  following:  Census  privately  owned  bousing  starts  ) 

Production  Consumption 

•  How  much  are  we  producing?  (Federal  Re-  •  How  much  are  people  spending?  (Bureau  of 
serve  Board  Index  of  Industrial  Production)        The  Census  retail  store  sales) 

•  What  volume  of  hard  goods  are  we  ordering?  •  To  what  extent  are  consumers  going  into  debt? 
(Bureau  of  Census  latest  three  months  new  (Federal  Reserve  net  change  in  consumer  in- 
orders  of  durable  goods  related  to  inventories)        stallment  debt) 

•  How  intensively  are  we  building?  (Bureau  of  •  How  costly  are  services?  (U.S.  Dept.  of  Labor 


service  price  index  related  to  the  consumer 
price  index) 

Income 

•  How  much  are  workers  earning?  (Dept  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.S. 
Dept.  of  Labor  initial  unemployment  claims/ 


Market  Comment 


Stocks  To  Buy — Now 


One  of  the  many  perversities  of  the 
marketplace  is  the  absence  of  good 
stock  suggestions  when  stocks  are 
cheap  and  the  abundance  of  them 
when  stocks  are  high.  All  summer, 
with  the  trend  in  prices  uncertain  or 
worse,  the  producers  of  ideas  have 
lacked  courage,  and  those  who  usual- 
ly listen  to  them  have  turned  a  deaf 
ear.  Now,  with  things  just  a  little  bet- 
ter, ideas  for  purchasing  stocks  are 
beginning 'to  peep  out  from  under  the 
bushes— and  they  attract  attention.  I 
venture  to  predict,  without  any  fear 
of  being  wrong,  that  if  the  DJI  ever 
gets  back  up  to  around  1000,  new 
bullish  stock  buys  will  be  as  plenti- 
ful as  ice  in  the  winter  in  the  Arctic. 
One  does  not,  however,  have  to 
be  as  suspicious  of  new  investment 
ideas  after  a  long  decline  in  prices, 
or  after  a  prolonged  stock  market 
deadlock,  as  one  must  be  in  a  strong 
active  market  after  a  big  advance.  So 
new  ideas  now  should  be  looked  upon 

Mr.   Hooper  is  vice   president  of  the  NYSE  firm  of 
Thomson  &  McKinnon  Auchincloss  Kohlmeyer  Inc. 


By  L.  O.  Hooper 

'with  less  skepticism.  As  a  seeker  of 
new  ideas  to  filter,  examine,  accept 
and  reject  for  those  who  expect  them 
from  me,  I  am  beginning  to  be  of- 
fered much  new  raw  material. 

Looking  at  the  general,  rather  than 
the  specific,  background  from  a  pure- 
ly technical  point  of  view,  the  market, 
after  about  three  months  in  which  it 
has  been  digesting  the  big  earlier-in- 
the-year  advance,  has  established  a 
rather  well-defined  triple  bottom  and 
to  some  extent  has  managed  to  work 
out  on  the  upside  of  the  limits  of  a 
2)2-month  deadlock.  Interest  rates 
have  eased  a  little,  partly  due  to  the 
fact  that  the  Fed  has  had  to  loosen 
up  to  take  care  of  the  Federal  Gov- 
ernment's operating  deficit  require- 
ments. This  has  restored  order  to  a 
demoralized  bond  market.  It  still 
seems  likely  that  Washington  will  re- 
spond to  the  New  York  City  and  New 
York  State  financial  crisis,  not  because 
it  wants  to,  but  because  it  does  not 
dare  not  to.  In  the  meantime,  business 
is   perceptibly,    if   not   tremendously, 


better,  and  the  threat  of  renewed  dou- 
ble-digit inflation  right  now  is  fading. 
Perhaps  almost  as  important,  there  is 
renewed  overseas  buying  in  stocks; 
and  this  buying  is  often  in  nonleader 
issues  as  well  as  in  U.S.  Steel,  Gen- 
eral Motors  and  Exxon. 

First,  let's  take  a  look  at  Royal 
Dutch  (35),  which  owns  over  60%  of 
the  giant  Royal  Dutch/ Shell  complex 
that  in  size  and  worldwide  operations 
can  be  compared  only  with  Exxon. 
Earnings  applicable  to  Royal  Dutch 
this  year  now  look  like  about  $9  a 
share  as  against  $12.07  last  year.  The 
dividends  paid  in  the  last  12  months 
have  been  $3,159  a  share,  of  which 
American  holders  get  85%  after  the 
15%  nonresident  tax  deduction.  This 
stock  seems  to  be  a  little  cheaper  than 
Exxon,  as  it  probably  should  be;  but 
it  is  a  neglected  value. 

Second,  as  a  conservative  invest- 
ment stock,  what's  the  matter  with 
Timken  Co.  (37),  the  nation's  arch- 
enemy of  friction?  It  promises  to  earn 
about  $5.50  a  share  this  year,  as 
against  pro-forma  earnings  of  Timken 
plus  Latrobe  Steel,  which  TKR  now 
owns,  of  $5  in  1974,  $4.90  in  1973, 
$3.80  in  1972,  $3.14  in  1971  and 
$2.50  in  1970.  The  annual  dividend, 
effective  with  the  September  quarter 
payment,  was  increased  from  $2  to 
$2.20.  Dividends  have  been  paid  since 
1922;  the  company's  funded  debt  is 
less  than  $10  million,  which  is  almost 
negligible  for  a  concern  of  this  size; 
and  the  book  value  of  the  stock  is 
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TEXAS  RED 

GRAPEFRUIT! 

The  Best— From  the  Lush 
Rio  Grande  Valley 

THIS  IS  OUR  50th  YEAR 

J£-bu.  Grapefruit  $  9.20 

Carton  of  12  Grapefruit $  7.15 

Full  bu.  Grapefruit $13.55 

Carton  of  6  Grapefruit $  5.15 

M-bu.  G.F.  &  Oranges  $  9.25 

Full  bu.  G.F.  &  Oranges $13.60 

G.F.  &  Oranges  in  Mexican 
bamboo  baskets: 

X-bu.  $10.95 Full  bu.  $15.50 

All  are  delivered  prices 


WE    TRUST    YOU!    Send    Your    gift   list 
now    and    pay    our    Invoice    in    January. 


Other   citrus    packs   and   also  pecans,    rare  honey, 

fruit    cakes,    cheese,    smoked    hams    and    turkeys. 

Write  for  free  illustrated  folder. 

PITTMAN  &  DAVIS,   INC. 

901  N.  Exp.,  HARLINGEN,  TEXAS  78550 
Established  1926 


f  Money 
Grows 
Faster 
in  Mexico 


For  information  on  Mexican 
bank  deposits  offering  high 
interest  rates  with  complete 
security,  please  write: 


A 


V 


Eugene  F.  Latham 
Mexletter  Investment  Counsel 
Hamburgo  159 
Mexico  6,  D.F.,  Mexico 


If  you  own 

SCOTCH  WHISKY 

and  want  to  sell 
WE    ARE    BUYERS 


For  your  free  appraisal  send 

details  of  parcels  owned  to: 

M.  Newball,  Dept.  F511 

NEWMAR  TRADING  CORP. 

18  E.  48th  St.,  N.Y.  10017  (212)  688-5373 


about  $42.  With  a  better  automobile 
year  apparently  assured,  profits  in 
1976  should  be  higher  than  this  year's. 

Tyler  Corp.  (21)  is  a  Texas-ori- 
ented semiconglomerate  which  owns 
the  nation's  principal  manufacturer  of 
soil  pipe,  the  second-largest  explosive 
enterprise  (Atlas  Powder),  a  profit- 
able pipe  fitting  business,  and  the  al- 
ways profitable  C&H  Transportation 
Co.  specializing  in  handling  pipe,  oil 
field  equipment,  building  materials  < 
and  heavy  industrial  and  military  ma- 
chinery. The  company  has  an  excel- 
lent record  and  has  been  both  wise 
and  fortunate  in  its  acquisitions.  Prof- 
its this  year  should  equal  or  exceed 
$4.50  a  share.  There  is  a  good  chance 
that  the  dividend,  now  60  cents  a 
year,  will  be  increased  again  next 
year.  Earlier  in  the  year,  Tyler  ex- 
pected earnings  to  decline  a  bit  rath- 
er than  to  increase  this  year;  now  an 
increase  seems  assured. 

Some  weeks  ago  attention  was  di- 
rected to  Inland  Container  (40)  as  a 
good  solid  company  with  a  strong  em- 
phasis on  linerboard  and  paperboard. 
Responding  to  the  expected  increase 
in  the  demand  for  larger  containers 
(almost  everything  is  packed  in  them, 
and  demand  for  them  is  one  of  the 
best  measures  of  the  direction  of  busi- 
ness), this  inactive  stock  listed  on  the 
NYSE  has  slowly  crept  up  to  a  new 
1975  high.  Earnings  for  the  Septem- 
ber quarter  were  $2.14  a  share  as 
against  $1.92  for  the  same  period  a 
year  ago;  for  the  first  nine  months 
$4.90  a  share  is  reported  as  against 
$4.39  last  year.  It  looks  like  $6  a  share 
is  in  sight  for  the  year. 

Another  medium-sized  company 
with  a  good  containerboard  empha- 
sis is  Westvaco  (31),  formerly  known 
as  West  Virginia  Pulp  &  Paper.  Al- 
though profits  this  year  will  probably 
be  down  to  around  $3.40  a  share, 
from  $5.70  in  1974,  the  dividend  rate 
was  recently  increased  from  $1.40  to 
$1.50.  The  company  has  paid  divi- 
dends since  1899.  Its  capitalization  is 
about  35%  debt  and  65%  stock. 

In  spite  of  the  way  in  which  the 
company  this  year  has  been  meeting 
its  earnings  estimates,  I  have  lost  en- 
thusiasm for  Westinghouse  Electric 
( 12),  a  stock  I  suggested  some  months 
ago.  It  seems  to  me  that  what  was  an 
improving  corporate  and  investment 
image  has  been  wounded  by  the-  at- 
tempt to  get  out  from  under  some  im- 
portant uranium  contracts  with  utility 
companies.  The  price  of  this  material 
has  gone  up  rapidly,  and  the  con- 
tracts could  be  honored  only  at  sizable 
losses.  I  am  sure  this  attempt  to  can- 
ed contracts  will  involve  long  and  ex- 
pensive litigation,  even  if  successful. 

I  am  not  going  to  change  my 
stance   on    high    price/ earnings    issues 


just  because  issues  like  Digital  Equip- 
ment (128)  and  McDonald's  (52)  are 
acting  so  well  in  the  market.  Both  are 
wonderful  and  growing  companies, 
but  I  can't  see  a  price  of  anything  like 
128  for  Digital  when  analysts  tell  me 
the  company  will  earn  around  $4  a 
share  this  year  and  probably  $6  next. 
Nor  can  I  justify  paying  52  for  Mc- 
Donald's with  this  year's  estimate  of 
$2.15  and  next  year's  $2.60.  This  is 
not  meant  to  be  critical  of  either  com- 
pany, only  of  the  price  of  the  stocks. 

An  analyst  friend  who  "covers" 
many  institutions  recently  expressed 
the  opinion  that  within  a  year  or  so 
Exxon  (93)  will  replace  Internation- 
al Business  Machines  (208)  as  the 
stock  most  widely  held  (held  in  the 
largest  amounts)  by  institutions.  He 
reasons  that  profits  this  year  will  be 
around  $10,  and  that  $12  is  possible 
next  year.  With  the  company's  strong 
position  in  all  aspects  of  energy,  he 
thinks  that  $15  to  $18  a  share  is  in 
sight  in  the  next  three  to  five  years. 
I  don't  know  whether  he  is  right  or 
not,  but  I  don't  have  any  reasonable 
doubt  that  Exxon  is  an  excellent  in- 
vestment for  almost  anyone.  As  for 
IBM,  I  am  not  foolish  enough  to  be 
bearish  on  it,  even  though  its  rate  of 
growth  seems  to  have  slowed  down  to 
15%  or  less  compared  with  25%  or 
more  some  years  ago. 

Low  Priced 

While  in  the  long  run  common 
stock  investors  usually,  in  fact  almost 
always,  do  better  with  less  worry  in 
higher  dollar-priced,  better  quality 
stocks,  there  are  always  those  who  pre- 
fer lower-priced,  more  venturesome  is- 
sues. Some  of  the  more  venturesome 
lower-priced  stocks  that  for  one  rea- 
son or  another  appeal  to  me  as  can- 
didates for  consideration  now  are: 
Fluor  Corp.  (41)  and  Ralph  M.  Par- 
sons (22)  because  of  their  very  high 
contracting  backlogs;  Anaconda  Co. 
(16)  because  it  has  such  high  prop- 
erty values  that  it  is  attracting  outside 
attention;  P.R.  Mallory  &■  Co.  (19) 
because  of  its  big  potential  in  loag- 
lasting  batteries;  debt-free  Fleetwood 
Enterprises  (12)  and  Skyline  Corp. 
(16),  on  account  of  their  positions  in 
low-cost  mobile  homes  ami  recreation 
vehicles,  which  I  believe  are  the  best 
answer  to  low-cost  housing. 

Others  are  Reserve  Oil  6  Minerals 
(28  o-t-c),  which  is  perhaps  the  l>cst 
pure   play   in    uranium;    Federal  \io 

gal  (12)  for  sensible  representation 
in     the     automotive     parts      imlustr\ 

Firestone  (21)  as  the  qualit)  tire 
stock;  Dayton  Power  6  Ughi  (  L8)  oi 

Cincinnati    Gat    6    Electric    (17)    as 
high-yielding    utilities;    and    Zapata 
Corp.  (14)  or  more  speculative  (•/<> 
bal  Marine  (12)  as  offshore  issues,  ■ 
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Mortgage  interest  rate 
futures  have  arrived 

on  La  Salle  Street 


On  October  20,  the  Chicago  Board 
of  Trade  opened  the  world's  first  futures 
market  for  trading  in  Ginnie  Mae  (Government 
National  Mortgage  Association)  mortgage  interest 
rate  contracts. 

The  opening  of  this  central  market  has  created  an 
opportunity  for  trading  in  interest  rate  changes,  with  the 
advantage  of  liquidity— the  ability  to  change  market  position 
quickly  and  easily.  It  also  affords  a  new  avenue  for  the 
financial  community  to  decrease  interest  rate  risk  through 
hedging. 

For  more  jnformation  phone  your  broker  or  the  Chicago 
Board  of  Trade  at  (800)  62 1  -4 1 59,  or  mail  the  coupon. 
In  Illinois  call  (312)  435-3620. 


< 


/ 


/    Chicago  Board  of  Trade 
/    Dept.  GNMA-3 
/   LaSalle  at  Jackson,  Chicago,  Illinois  60604 

Gentlemen: 

Please  send  me  the  free  CBT  booklet  on  trading  in 

interest  rate-related  Ginnie  Mae  futures. 

I  am  interested  in  □  Hedging  □  Speculating 


Name. 
Firm_ 


Address. 
City 


.State. 


.Zip. 


Chicago  Board  of  Trade 


Today,  you  can  get 
high  interest  rates 
a  lot  of  places.  It's 
Tomorrow  you  have  to 
worry  about!  Read:  "The 
Arithmetic  of 
Disadvantage" 
a  free  booklet. 


ROWE  PRICE 

NEW  INCOME 

FUND,  inc. 

a  no-load  fund 

Write  or  call  collect  for  a 
prospectus  301  -547-21 36. 

Rowe  Price  New  Income  Fund.  Inc 

One  Charles  Center 

Baltimore.  Maryland  21201  Dept.  A6 

]   Keogh  Available 
Name . 


Address. 
City 


State- 


.Zip- 


tfotary 


Shower  Bath  Head 


V 


$24.95 
Model 

A  Gift  of 

Daily  Delight! 

$19.95  to  $39.95 


Users  tell  us: 
"boon  to  bathers' 
'invigorating".  . 
"physical  euphoria."  RAIN  JET's 
patented  swirling  fingers  of 
water  provide  a  unique  massag- 
ing action,  made  possible  by  the 
rrotary,  oscillating,  pendulum  action  of  the 
nozzle.  Only  RAJN  JET  has  it!  All-brass, 
vChro.-ie-plated.  Available  at  stores,  or  order 
^direct  postpaid.  Money-back  guarantee.  Four 
models,  gift  boxed:  $19.95  &  $24.95  (Mother- 
of-Pearl  cone);  $29.95  (Chrome-plated  cone); 
$39.95  (Gold-plated  cone). 
RAIN  JET  CORP.,  301  So.  Flower  St., 
Burbank,  CA  91503,  Dept.  SH59 
Also  Mtgrs.  of  Lawn  Sprinklers  and 
"Showers  of  Diamonds"  Fountains. 


FREE  APPRAISAL  of 
SCOTCH   WHISKY 

Holdings 

If  you  have  Scotch  Whisky  and  would 
like  to  sell,  we  may  have  buyers.  Tell  us 
the  year,  distillery,  and  quantity  and  you 
will  receive  a  prompt  written  reply. 

ACCRUED  EQUITIES,  Inc.  (since  i954> 

Write  F.S.S.  Schoenwald 

122  East  42nd  St.,  N.Y.  10017 

(212)  MO  1-3595 


Stock  Comments 


Default? 


By  Heinz  H.  Biel 


Another  in  the  series  of  default 
deadlines  was  narrowly  met  by  New 
York  City  last  month  and  a  new  dead- 
line of  Dec.  1  looms  ahead.  Unless 
measures  are  taken  soon,  as  with 
the  Urban  Development  Corp.  notes 
earlier  this  year,  the  consequences  are 
likely  to  be  disastrous. 

Those  who  hate  New  York  City— 
the  people  who  like  to  visit,  but 
wouldn't  want  to  live  here— seem  to 
be  unaware  of  the  fact  that  the  State 
of  New  York  is  so  inextricably  in- 
volved that  its  own  default  may  be 
unavoidable.  Is  it  tolerable  for  this  na- 
tion to  celebrate  the  Bicentennial  of 
its  founding  with  the  Empire  State 
in  bankruptcy? 

If  the  full  faith  and  credit  clause 
of  municipal  bonds  is  breached  in  the 
cases  of  New  York  City  and  New 
York  State,  the  entire  country  will  pay 
for  the  shortsightedness  of  its  Presi- 
dent who  wants  to  punish  the  citizens 
of  New  York  for  the  sins  of  its  politi- 
cians. Isn't  it  ironic  that  this  comes 
from  a  man  who  presides  over  an 
establishment  that  will  have  an  $80- 
billion  or  $90-billion  deficit  this  year? 

The  borrowing  cost  of  all  munici- 
palities will  go  up  a  notch  or  two, 
and  only  those  with  a  prime  credit 
rating  will  be  able  to  borrow  at  all. 
This  is  bound  to  create  chaotic  con- 
ditions in  many  parts  of  the  country, 
and  those  politicians  who  didn't  want 
to  have  federal  money  being  used  to 
"bail  out"  New  York  City  will  find 
out  that  they  were  penny-wise  and 
pound-foolish. 

Treasury  Secretary  Simon,  who 
should  know  better,  nevertheless 
spoke  with  his  master's  voice  when  he 
turned  down  all  pleas  for  help.  Per- 
haps this  ex-New  Yorker  has  political 
ambitions  and  is  courting  the  favor  of 
the  other  49  states.  However,  I  must 
agree  with  Mr.  Simon  in  one  respect: 
The  damage  has  already  been  done 
to  the  market  price  of  New  York  City's 
securities.  Even  before  any  actual  de- 
fault, they  are  selling  at  bankruptcy 
levels,  assuming  that  a  willing  seller 
could  find  a  willing  buyer,  which 
hasn't  been  easy  lately. 

One  has  to  be  an  extreme  pessimist 
to  believe  that  the  obligations  of  New 

Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Hoppin,  Watson  Inc. 


York  State  and  New  York  City  will  go 
down  the  drain.  At  this  stage  no  one 
can  visualize  exactly  what  will  hap- 
pen, but  this  is  not  a  Penn  Central 
or  W.T.  Grant  situation.  At  worst,  it 
seems  to  me,  maturities  will  be  ex- 
tended, but  interest  is  likely  to  be 
paid,  although  possibly  at  a  reduced 
rate.  Should  such  securities  sell  for 
less  than  50  cents  on  the  dollar?  Do 
yields  of  over  25%  (tax  free)  on  rela- 
tively short-term  (a  few  months  to 
two  years  or  so)  "full  faith  and  credit" 
bonds  make  sense?  I  don't  think  so. 
Recently  the  Battery  Park  City  Au- 
thority 6%%  bonds  were  "quoted"  39- 
46.  What  a  market!  These  bonds  are 
not  exactly  high  grade,  but  they  do 
carry  the  moral  guarantee  of  New 
York  State.  The  gimmick  of  a  moral 
obligation  was  devised  by  the  then 
Governor  Rockefeller  and  his  bond 
counsel,  John  Mitchell,  as  a  way  to 
circumvent  the  state  constitutional  re- 
quirement of  voter  approval.  How 
good  this  guarantee  is  remains  to  be 
seen,  but  these  bonds  seem  to  be  a  lot 
better  than  some  tax-exempt  revenue 
bonds  in  default,  like  the  Chesapeake 
Bay  Bridge  &  Tunnel  5£s  or  the  Chi- 
cago Calumet  Skyway  bonds. 

Risk  &  Opportunity 

If  worst  should  come  to  the  worst, 
the  market  for  all  New  York  securi- 
ties, which  already  is  in  a  state  of 
terrible  disarray,  is  likely  to  fall  apart 
completely.  A  panicky  seller  will  suf- 
fer frightful  losses.  He  will  be  com- 
pletely at  the  mercy  of  bargain-hunt- 
ing bonddealers.  Spreads  between 
bid  and  asked  prices  will  be  wide 
enough  to  drive  a  truck  through.  The 
municipal  bond  market  has  never 
been  a  place  for  naive  and  trusting 
investors.  If  you  think  you  would 
rather  get  out,  walk  to  the  exit;  don't 
run.  You  might  get  trampled— un- 
necessarily, in  my  opinion. 

Panic  situations  usually  create  bar- 
gains which,  in  retrospect,  will  seem 
incredible.  Those  able  and  willing  to 
take  risks,  and  who  have  access  to  an 
experienced  and  trustworthy  bond 
broker,  should  take  advantage  <>l 
what  could  become  an  exceptional 
opportunity  for  profit.  The  risk/ re- 
ward ratio  ma\  be  uniquel)  favorable 

As  people  grow    older,  with   time 
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for  recouping  losses  running  out,  in- 
vestment preferences  are  bound  to 
change.  Preservation  of  capital  and  a 
fair  income  will  become  the  primary 
objectives,  while  appreciation  poten- 
tialities by  necessity  will  have  to  be 
subordinated.  Nabisco  is  a  good  ex- 
ample of  a  stock  for  "the  elderly."  It 
doesn't  have  glamour,  and  its  chances 
of  doubling  in  price  are  rather  re- 
mote. But  it  has  other  attractions.  A 
steady  dividend  payer  for  over  75 
years,  Nabisco,  at  its  current  price  of 
35,  gives  a  return  of  6.5%.  Earnings, 
which  had  been  adversely  affected  by 
a  squeeze  resulting  from  abnormally 
high  raw  material  costs  (sugar  and 
flour)  in  the  past  two  years,  have 
recovered  well  and  are  estimated  at 
$3.50  a  share  this  year.  This  is  an 
acceptable  multiple  of  ten.  Further- 
more, the  stock  is  not  entirely  devoid 
of  appreciation  possibilities.  Nabisco 
has  sold  above  40  in  every  year  since 
1961,  and  it  sold  as  high  as  64  in 
1972  when  earnings  were  $3.66. 

Room  For  Growth 

An  aggressive  investor  will  shudder 
at  the  mere  thought  of  buying  Nabis- 
co. He  may  find  a  stock  like  Rollins 
Inc.  (22)  more  to  his  liking,  even 
though  it  has  a  P/E  of  over  15  and  a 
measly  dividend  yield  of  only  1.4%. 
Rollins'  principal  business,  pest  con- 
trol, is  vital  and  recession:proof,  al- 
beit not  exactly  glamorous.  When  you 
see  the  termites  swarm  in  your  base- 
ment, you  put  your  home  into  inten- 
sive care  if  you  want  it  to  survive. 
Rollins'  Orkin  Exterminating  division 
now  has  about  13%  of  the  market,  but 
whole  sections  of  this  country  have 
not  even  been  touched.  There  is 
plenty  of  room  for  growth. 

Other  but  smaller  Rollins  divisions 
include  home  protection,  oil  field  ser- 
vices, outdoor  advertising,  etc.,  as  well 
as  the  original  business  of  radio  and 
TV  broadcasting.  The  company  has  a 
remarkable  record  of  steady  growth, 
and  management  expects  this  to  con- 
tinue in  the  years  ahead  at  an  annual 
rate  of  12%  to  15%.  At  that  pace  earn- 
ings might  reach  the  $2.50-to-$3-a- 
share  range  by  the  end  of  this  decade, 
compared  with  an  estimated  $1.60  in 
the  current  fiscal  year  and  $1.42, 
$1.20  and  $1.07  in  the  three  preced- 
ing years.  The  present  niggardly  divi- 
dend of  30  cents  will  undoubtedly  be 
raised  before  long. 

Institutional  investors  hold  a  rather 
large  percentage  of  the  publicly 
owned  stock  of  Rollins.  That  is  fine 
when  they  buy,  but  terrible  when 
they  sell.  First  they  pushed  the  stock 
up  to  an  excessive  price  of  43  in 
1972,  and  when  they  dumped  it,  it 
finally  hit  an  equally  absurd  low  of 
6%  last  year.  ■ 


MARKETING 
GROWTH 

MAPCO's  marketing  arm,  the  Thermogas 
Division,  reported  that  propane  sales  during 
the  12  months  ending  June  30,  1975,  were 
up  15%  over  the  comparable  period  a  year 
ago.  A  detailed  review  is  contained  in 
our  June  30  Quarterly  Report. 
Write  for  a  copy. 

mapco 

a  inc. 

1437  S.  Boulder  Ave. 
Tulsa,  Oklahoma  74119 

SYMBOL  MDA 
NYSE  •  MWSE  •  PSE 


Why  ZWEIG  now  expects  a  major  change  in  the  Dow 

STARTLING  NEW 
MARKET  SIGNAL 

EVERY  time  it  has  flashed  before 
the  market  has  moved  the  same  way 

In  view  of  the  uncanny  predictive  record  of  this  little-known  indicator,  it  seems  odd  that 
Wall  Street  doesn't  talk  about  it  more.  Maybe  they're  unaware  of  it,  or  don't  know  how  to 
interpret  it. 

In  any  event,  Dr.  Zweig— who  monitors  this  indicator  regularly— has  just  noted  a  startling 
signal  which  has  been  flashed  on  only  10  previous  occasions  in  the  last  30  years. 

Every  time,  without  exception,  that  this  particular  pattern  has  erupted,  the  ensuing  action 
of  the  stock  market  has  been  in  the  same  direction.  The  average  percentage  change  in  the 
past  suggests  that  we  can  now  look  for  a  new  move  by  the  Dow  of  roughly  140  points. 

SPECIFIC   RECOMMENDATIONS 

A  new  special  study  in  The  Zweig  Forecast  examines  this  vital  indicator  in  detail— with 
clear-cut  conclusions— and  presents  Dr.  Zweig's  new  market  "timetable."  fBut  don't  assume 
that  future  results  will  match  past  or  necessarily  be  profitable.) 

The  complete  Forecast— which  you  receive  as  a  bonus— also  shows  where  each  of  Zweig's 
other  key  indicators  is  pointing  now  and  sets  forth  specific  recommendations  to  take  ad- 
vantage of  the  emerging  situation.  Mail  the  coupon  today. 

THE  ZWEIG TfORECAST 

747  Third  Avenue,  New  York,  N.Y.  10017 

Please  send  me  the  bonus  outlined  above  and  enter  my  subscription  to  The  Zweig  Forecast 
as  follows:  □  Special  Three-Month  Trial  for  $15;  □  Six  Months  for  $55;  □  One  Year  for 
$95;  □  Two  Years  for  $165;  (NY  residents  add  applicable  sales  tax.)  My  payment  of 
$ is  enclosed. 

Name  (print) 

Add  ress 

City State Zip 


(Tax-deductible;  not  assignable  without  consent.) 
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How  Italy  Deals 
With  Inflation 

By  Myron  Simons 


I'm  just  back  from  a  trip  to  Europe. 
What  I  saw,  particularly  in  Italy,  sur- 
prised me  completely.  I  went  over 
with  all  kinds  of  apprehensions  about 
the  desperate  state  of  the  Italian 
economy,  and  about  how  it  would 
take  only  a  slight  shove  to  push  the 
country  over  the  edge  to  communism. 
What  I  found  in  real  life  was  a  con- 
sumer spending  splurge.  Hotel  rooms 
in  Florence  were  scarcer  than  hen's 
teeth,  and  the  same  was  true  in  Mi- 
lan and  even  in  Parma.  Restaurants 
had  lines  waiting  for  tables.  And  all 
of  this  came  not  from  the  rush  of 
American  tourists,  but  mostly  from 
the  Italians  themselves  who  are 
spending  and  seem  to  be  enjoying  it. 
England  has  something  of  the  same 
quality,  but  in  a  more  subdued  way 
in  keeping  with  the  temperamental 
differences  between  the  two  countries. 

I  asked  European  friends  what  in 
the  world  is  going  on.  The  best  an- 
swer they  can  come  up  with  is  that 
it's  a  flight  from  currency,  which 
seems  reasonable  in  view  of  the  high 
rate  of  inflation— spend  it  before  it 
melts.  But  there  isn't  the  sense  of 
fear  and  anger  I've  always  associated 
with  currency  flights,  like  that  in  Ger- 
many after  World  War  I.  The  Italians 
are  having  fun.  Sure,  there  are  strikes 
every  day.  That  was  a  great  annoy- 
ance when  it  first  began,  but  by  now 
it's  accepted  by  most  people  with  the 
usual  charming  Italian  shrug.  The 
main  sign  that  the  very  rich  are  dis- 
turbed about  the  future  is  visible  in 
the  antique  furniture  and  painting 
fields  where  prices  have  gone  sky- 
high.  In  fact,  it's  open  knowledge 
that  dealers  in  Italy  and  England  are 
buying  back  their  country's  antiques 
from  the  U.S.,  because  prices  over- 
seas are  higher  than  they  are  here. 

Putting  it  all  together,  you  get  a 
picture  of  the  big  money  trying  to 
escape  to  Switzerland  or  the  United 
States.  Lesser  sums  are  being  con- 
verted into  objects,  which  will  be 
harder  to  tax  than  is  the  cash  if  there 
is  a  further  shift  to  left-wing  govern- 
ments. And,  since  there  seems  to  be 
no  real  point  in  having  large  savings, 
everybody  is  living  as  high  on  the  hog 
as  they  can. 

Mr.   Simons  is  director  of  research  at  the  securities 
firm  of  Weeden  &  Co. 


The  future?  Almost  everybody 
agrees  that  communism  is  coming  to 
Italy  sooner  or  later,  and  they  re- 
member that  President  Giscard  d' 
Estaing  beat  out  the  Left  in  France's 
last  election  by  the  narrowest  of 
margins.  But  there's  a  growing  feel- 
ing that  communism  in  those  coun- 
tries will  be  a  lot  more  relaxed  than 
in  the  Iron  Curtain  countries.  Take 
Italy,  for  example.  The  head  of  the 
Communist  Party,  Belinguer,  takes  his 
wife  to  church  on  Sunday,  and  he  is 
a  wealthy  property  owner.  Totalitar- 
ianism Italian  style,  everyone  expects, 
will  be  a  good  deal  less  than  total. 

So  Europe  is  both  a  challenge 
and  an  opportunity  for  the  United 
States.  We  may  be  able  to  forestall 
communism  altogether  if  we  can 
bring  prosperity  back  to  the  world 
soon.  Even  if  we  can't,  we  can  prob- 
ably keep  most  of  Europe  in  our  camp 
in  spite  of  a  swing  to  the  Left.  After 
all,  the  Europeans  fit  into  the  econom- 
ic world  dominated  by  the  U.S.  and 
could  hardly  keep  dry  under  the  So- 
viet's umbrella. 

All  of  this  has  a  number  of  implica- 
tions for  the  U.S.  securities  markets. 

1)  Viewed  very  simplistically,  the 
business  world  is  a  huge  machine 
that  manufactures  goods  and  services 
which  can  be  measured  in  terms  of 
money.  Most  of  it  is  spent  in  the  coun- 
tries where  it  is  created,  but  some  of 
it  is  left  over  to  flow  in  other  direc- 
tions. Given  the  present  world  cir- 
cumstances, those  directions  all  point 
to  the  U.S.  as  the  safest  and  most 
progressive  haven  for  money  from  all 
over  the  world.  It  is  even  reasonable 
to  expect  a  revival  of  the  talks  about 
investment  by  the  Arab  oil  producers 
in  special  Treasury  notes,  which 
could  make  a  considerable  difference 
to  our  bond  market.  In  any  event,  all 
of  this  external  money  flowing  into 
our  stock  and  bond  markets  has 
got  to  make  them  better  than  they 
would  otherwise  be. 

2)  There  is  a  general  belief  that  if 
consumer  confidence  in  the  future  of 
the  economy  is  low,  spending  will  dry 
up.  Take  that  with  a  grain  of  salt! 
The  message  from  Europe  is  that 
lower  confidence  can  produce  more, 
not  less,  consumer  spending.  If  that 
is  repeated  here,  the  fourth  quarter 


of  1975  will  be  very  good,  and  the 
first  quarter  of  1976  may  really  push 
forward,  especially  if  it  is  stimulated 
by  a  tax  cut.  Inflation  may  not  be 
the  ideal  stimulus,  but  under  the 
right  conditions  it  can  be  a  strong 
stimulus. 

3)  New  York  City  and  State  loom 
very  importandy  as  an  indication  of 
our  potential  leadership.  Everywhere 
I  went,  people  asked  me  about  the 
fiscal  ills  of  the  big  city.  Let's  hope 
■  President  Ford  acts  favorably  be- 
cause otherwise  it  might  be  very 
damaging  .  to  our  international  lead- 
ership ability. 

Stocks  For  An  Uptrend 

Put  it  all  together,  and  I  can  see 
a  bull  market  which  will  suck  in  mon- 
ey from  all  over  the  world.  I  am  as- 
suming that  Europe  can  go  Left  with- 
out going  completely  to  pot.  In  that 
case,  what  is  left  of  wealth  in  the 
Old  World  will  increasingly  seek  a 
haven  here.  What  stocks  should  one 
buy  to  take  advantage  of  this  trend? 

The  likelihood  of  a  continued  push 
of  consumer  spending  should  call  for 
investment  in  such  stocks  as:  Burling- 
ton Industries  (25),  Graniteville 
(24),  Blue  Bell  (32),  Kayser-Roth 
(13).  Sears  (69)  and  Woolworth 
(17)  should  have  further  to  go  on 
the  up  side,  and  Great  A<bP  (12) 
ought  to  find  the  climate  favorable 
for  its  turnaround. 

The  railroads  intrigue  me.  They've 
had  a  bad  year,  but  the  weekly  car- 
loading  figures  are  finally  catching 
up  with  last  year's.  They  should  be- 
gin to  forge  ahead  rapidly  as  coal 
and  grain  shipments  begin  to  make 
records.  Particularly  interesting  are 
Seaboard  Coast  Line  (19),  Burling- 
ton Northern  (32)  and  Santa  Fe 
(29),  all  not  far  from  the  year's  lows. 

In  the  glamour  group,  there  have 
already  been  some  pretty  fancy 
moves.  But  I  think  there's  more  room 
in  General  Electric  (48),  Sperry  Rand 
(42)  and  Honeywell  (31). 

Finally,  any  improvement  in  auto- 
mobile sales  should  help  the  auto 
parts  manufacturers.  Borg-Warner 
(17)  and  Sheller-Globe  (9)  should 
be  interesting. 

A  trip  abroad  is  good  for  the  per- 
spective. It  shows  you  that  the  world 
is  seldom  in  as  bad  a  state  as  the 
headlines  suggest.  It  shows  you  thai 
our  American  troubles  are  really 
quite  manageable  in  comparison  with 
other  people's  problems.  It's  probably 
true  that  inflation  will  flare  up  again 
in  the  future,  but  for  now  at  leasi 
it  looks  less  virulent,  and  our  economy 
is  well  on  its  way  to  being  the  health 
iest  in  the  world.  Sooner  or  later,  lin- 
stock market  is  going  to  start  refied 
ing  all  this  relative  good   fortune.   ■ 
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Value  Line  Pinpoints  a  "Preferred"  List: 

Bigger  Stock  Yields 
NOW  Available 

These  stocks  offer  yields  of  7%  to  10% 
or  even  higher  —  PLUS  superior  Safety 


Many  investors  may  think  that  the  stock 
market's  large  advance  from  its  1974  bottom 
has  now  erased  the  opportunities  for  rich 
dividend  yields.  But  that  is  not  the  case,  as 
The  Value  Line  Investment  Survey  (Sept.  26, 
1975)  shows: 

Of  1600  stocks  continually  reviewed  by 
Value  Line,  425  currently  yield  7%  to  10%  or 
higher  —  based  on  estimated  dividends  in 
the  next  12  months  (Value  Line  Sept.  26, 
1975).  But  don't  leap  in  indiscriminately. 
Here's  why: 

Of  the  425  stocks  yielding  7%  and  up,  we 
now  assess  47  as  "doubtful"  with  respect  to 
maintaining  their  present  dividend  rates. 
The  rest,  in  our  judgment,  provide  "secure" 
dividends  on  the  basis  of  current  evidence. 
(Every  week,  Value  Line  clearly  marks  all 
"doubtful"  stocks.) 

WHAT  ABOUT  SAFETY? 

We  believe  most  income-minded  investors 
also  look  for  a  high  degree  of  safety  —  for 
stocks  which  strongly  resist  "yo-yo"  price 
behavior. 

Value  Line  regularly  ranks  each  of  1600 
stocks  —  from  1  (Highest)  down  to  5  (Low- 
est) —  for  relative  Safety.  This  rank  primarily 
reflects  the  degree  to  which  a  stock  typically 
fluctuates  around  its  own  long-term  price 
trend.  The  greater  the  price  stability,  the 
higher  the  Safety  rank. 

Fortunately,  there  are  currently  a  good  many 
high-yielding  stocks  which  are  also  rated 
superior  (1  or  2)  by  Value  Line  for  Safety. 

You  don't  have  to  compromise  on  Safety  to 
get  good  income. 

THE  PREFERRED  LIST 

The  table  below  shows  tne  total  number  of 
stocks  in  the  7%-and-up  yield  ranges,  and 


CURRENT  YIELD 

7.0% 
to 

7.0% 

•.OS 
to 

9.9% 

9.0% 
to 

9.9% 

10% 
and 
Over 

TeM 

7%  and 

Over 

TOTAL    NUMBER    Of 
stocks  in  each  yield  range 

134 

112 

87 

92 

425 

ELIMINATION  #1  —  takes 
out   this    many   stocks 
whose  dividend  rates  are 
"doubtful" 

-10 

-10 

-4 

-23 

-47 

ELIMINATION  #2  —  takes 
out  this  many  stocks  rated 
only  average  or  lower  for 
Safety 

-94 

-58 

-35 

-38 

-225 

PREFERRED    LIST    — 
number   of   stocks  with 
"secure"    dividends    also 
rated  superior  for  Safety 

30 

44 

48 

31 

153 

(The  Value  Line  Investmc 

nt  Su 

rvey. 

Sept 

26.  1 

J75) 

how  the  number  is  reduced  when  you 
eliminate  (a)  stocks  with  "doubtful" 
dividends,  and  (b)  stocks  rated  only  average 
or  lower  (3,  4  or  5)  by  Value  Line  for  Safety. 
The  bottom  line  is  the  "preferred"  list. 

With  the  current  Value  Line  Survey  com- 
ing to  you  each  week,  you  can  make  up-to- 
date  "screenings"  like  this  any  time  you  want 
—  in  just  a  matter  of  minutes. 

PRICE  PERFORMANCE 

In  addition  to  the  foregoing,  Value  Line  also 
continually  ranks  1600  stocks  — each  rela- 
tive to  all  the  others  —  for  Probable  Market 
Performance  in  the  Next  12  Months.  The 
ranks  range  from  1  (Highest)  down  to  5 
(Lowest). 

Of  course  no  system  can  guarantee  profits 
or  eliminate  the  possibility  of  losses.  Not 
every  stock  will  always  perform  in  accor- 
dance with  its  rank.  But  such  a  large  majori- 
ty have  over  the  past  10  years  that  we 
believe  these  ranks  can  help  sharply  im- 
prove your  overall  results.  Even  if  you're 
looking  mainly  for  Yield  and  Safety,  avoid 
buying  stocks  ranked  4  or  5  for  Perfor- 
mance. 

SPECIAL  HALF-PRICE  OFFER 

You  can  now  receive  the  complete  Value 
Line  Investment  Survey  for  the  next  12 
weeks  for  only  $29  (almost  50%  off  the 
regular  rate).  We  make  this  special  offer 
because  we  have  found  that  a  high  percen- 
tage of  those  who  once  try  Value  Line  for  a 
short  period  stay  with  it  on  a  long-term 
basis.  The  increased  circulation  enables  us 
to  provide  this  service  for  far  less  than  would 
have  to  be  charged  to  a  smaller  number  of 
subscribers.  Your  trial  will  include  all  of  the 
following: 

EVERY  WEEK  a  new  SUMMARY  OF 
ADVICES  section  (24  page*)...  showing 
tne  current  ratings  of  1600  stocks  for  future 
relative  Price  Performance  and  Safety  — 
together  with  their  Estimated  Yields  and  the 
latest  earnings,  dividends  and  P/E  data. 

EVERY  WEEK  a  new  RATINGS  &  REPORTS 
section  (144  pages) . . .  with  full-page 
analyses  of  about  125  stocks.  During  the 
course  of  every  13  weeks,  new  full  page 
reports  are  issued  on  all  1600  stocks, 
replacing  and  updating  the  previous 
reports.  (It  takes  but  a  minute  a  week  to  file 
the  new  reports  in  your  Value  Line  binder.) 


EVERY  WEEK  a  new  SELECTION  & 
OPINION  section  (4  pages) . . .  with  a 
detailed  analysis  of  an  Especially  Recom- 
mended Stock  —  plus  a  wealth  of  invest- 
ment background  including  the  Value  Line 
Composite  Average  of  more  than  1600 
stocks. 

PLUS  THIS  $35  BONUS ...  Value  Line's 
complete  1800-page  Investors  Reference 
Service  (sold  separately  for  $35),  with  our 
latest  full-page  reports  on  all  stocks  under 
review  —  fully  indexed  for  your  immediate 
reference. 

MONEY  BACK  GUARANTEE 

You  take  no  risk  accepting  this  special  offer. 
If  you  are  not  completely  satisfied  with  The 
Value  Line  Investment  Survey,  just  return 
the  material  you  have  received  within  30 
days  for  a  full  refund  of  your  subscription. 

To  accept  this  invitation,  simply  fill  in  and 
mail  the  attached  coupon  today. 


|  The  Value  Line  Investment  Survey 

■  ARNOLD  BERNHARD  &  CO..  INC. 

■  5  East  44th  Street.  New  York.  NY.  10017 

•  D  Begin  my  special  12-week  trial  to  The  Value 
Line  Survey  (limited  once  to  any  household 


every  two  years)  and  send  me  the  Investors 
Reference  Service  as  a  bonus.  My  check  or 
money  order  for  $29  is  enclosed. 


I 
I 

I 

|  D  I  prefer  one  year  (52  weeks)  of  Value  Line. 

plus  the  bonus  Investors  Reference  Service. 

for  $248.  (NY  residents  add  applicable  sales 

tax.) 

D  Payment  enclosed     D  Bi 


me 


GUARANTEE:   If  dissatisfied  for  any  reason.  I 
may  return  the  material  within  30  days  for  a  full 


|  refund  of  the  fee  I  have  paid. 


216M01 


NAME  (please  print) 


■  SIGNATURE 
I 

I 

I 

I 

|  ADDRESS 

I 
I 
I 
I 


APT.  NO. 


CITY  STATE  ZIP 

Not    assignable   without   subscriber's   consent 
Foreign  rates  on  request. 


The  Holt  Investment  Advisory  presents  ... 

Using  Options  Wisely 
In  A  Bear  Market 

Except  in  a  roaring  bull  market,  buying  call  options  can  be  too  risky  for  the 
average  investor.  Since  most  options  are  not  exercised  and  they  therefore 
expire  worthless,  the  "cards"  are  stacked  in  favor  of  the  "house"  and 
against  the  public  buyer.  In  a  bear  market,  these  odds  are  that  much 
greater. 

But  with  the  advent  of  option  trading  on  many  exchanges,  the  private  in- 
vestor can  now  play  "house."  Indeed,  because  the  odds  are  mathematically 
in  his  favor,  this  approach  involves  relatively  small  risks.  Yet,  the  profit 
potential  can   be  quite  gratifying. 

For  those  who  are  willing  and  able  to  accept  somewhat  more  risk,  estab- 
lishing option  spreads  can  also  prove  to  be  a  winning  strategy  in  a  declining 
market.  The  beauty  here  is  that  you  can  determine  right  at  the  start  what 
potentially  are  your  maximum  profits  and  losses. 

Two  For  The  Bears 

In  a  special  easy-to-understand  report,  The  Holt  Option  Selector  discusses 
these  two  methods  of  using  options  advantageously  in  a  bear  market  and 
gives  specific  examples.  For  the  novice,  it  explains  what  options  are.  The 
report  also  presents  4  rules  of  thumb  for  establishing  option  spreads. 

If  you  believe  as  we  do  (1)  that  no  sustained  bull  market  is  in  sight  and  (2) 
that  capital  can  indeed  be  built  even  without  a  bull  market,  we  believe  that 
you  will  find  this  special  report  both  enlightening  and  instructive.  It  may 
just  open  up  a  brand  new  investment  horizon  for  you. 

Introductory  Offer 

This  Special  Report  discussing  two  methods  of  using  options  in  a  bear  market 
and  presenting  4  rules  of  thumb  for  establishing  option  spreads,  is  yours  as 
a  bonus  with  a  4-week  introductory  subscription  to  The  Holt  Option  Selector 
for  $10.  Simply  complete  and  return  the  coupon  below. 

XL       THE~H"dLf~OPTioN  SELECTOR" 

Jh|  Published  By  T.  J.  Holt  &  Company,   Inc. 

l/ll         277  Park  Avenue,  New  York,  N.Y.  10017 

Send  me  the  Special  Report  discussing  bear  market  options— as  a  bonus— 
with  my  4-week  trial  subscription  to  The  Holt  Option  Selector.  My  $10  trial 
fee  is  enclosed. 

Name  , 

Address 


City 


State 


Zip 


(Tax  deductible,  not  assignable) 


0-34 


Perform  a 
death~defying  act 

Give  Heart  Fund. 


American  Heart  Association 


t. 


Readers  Say 


(Continued  from  page  18) 
come  available  could  be  converted 
to  more  profitable  conventional  long- 
distance traffic. 

-Norman  Brust 

Vice  President. 

MCI  Telecommunications  Corp. 

New  York,  N.Y. 

Reader  Brust  assumes  that  if  ATirT 
loses  some  private-line  business,  it 
will  somehow  pick  up  additional  con- 
ventional long-distance  business.  That 
does  not  necessarily  follow— Ed. 

In  Top  Ten 

Sir:  We  were  disappointed  at  not 
being  included  among  the  top  ten 
time-sharing  vendors  mentioned  in 
"Time  On  Their  Hands"  (Sept.  1). 
This  is  understandable  since,  as  an 
operating  unit  of  the  Xerox  Corp.,  we 
do  not  release  independent  financial 
data.  However,  Xerox  Computer  Ser- 
vices is  well  among  the  top  ten  in 
revenue.  The  successful  companies  in 
the  time-sharing  business  will  be  com- 
panies like  ours  that  provide  a  com- 
plete service  for  a  specific  market. 
...  In  fact,  the  cost  of  computer  hard- 
ware has  become  almost  incidental 
to  the  actual  operating  costs  in- 
volved in  business  data  processing. 

— J.S.  Camphell 

President, 

Xerox  Computer  Services 

Los  Angeles,  Calif. 

Hide  The  Unsightly? 

Sir:  Re  your  article  on  nuclear  en- 
ergy ( Sept.  1 ) .  If  the  cooling  towers 
are  considered  "unsightly"  by  the 
antinukes,  then  so  -are  a  lot  of  peo- 
ple, and  we  should  seriously  con- 
sider keeping  them  in  basements, 
caves  or  someplace  out  of  sight  of 
the  antinukes  so  they  won't  become 
disturbed. 

— G.B.  Daniell  Jr. 
Anniston,  Ala. 

High  Yield,  Low  Coupon 

Sir:  Re  your  table  on  New  York 
State  bonds  (Oct.  15).  The  coupon 
of  the  first  New  York  State  general 
obligation  should  be  6%,  not  L056. 

— Jon\  O'SuiXIVAN 
New  York.  N.Y, 

No  Use  . . . 

Sue      Ke     MSK's     remarks:     "When 

you    can't    change— don't    Fret"    and 

"What  yon  can't  change — don't  sweat." 
My  uncle,  a  cowbo)  all  liis  life,  used 
tO  say:  "There  ain't  no  use  itcliin'/ 
unless  you  can  scratch." 

—  \\  II  I  l  \\l    \.  Borlinc 
Prescott,  \n 
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How  to  tell  original 
prints  from  cheap  reproductions. 


Ronald  Chriitensen's  original 
serigraph,  "Summer  Porch," 
limited  edition  of  150. 


Buying  original  prints  is  an  excellent  way 
for  the  novice  to  make  a  modest  investment  in 
beautiful  works  of  art. 

The  buyer  had  better  beware,  however. 
As  more  and  more  attention  is  being  given 
to  art  as  an  investment,  more  and  more  dealers  are 
trying  to  pass  off  cheap  reproductions  as  fine  art. 

At  the  Original  Print  Collectors  Group,  we 
sell  only  fine  original  works  to  a  growing  number 
of  people  who  are  enthusiastic  about  buying  good 

art  at  moderate  prices. 

One  of  our 
primary  concerns  is  to 
educate  our  customers, 
so  that  they'll  be  able  to 
discriminate  and  get  true 
value  for  their  money. 
A  few  pointers, 
then,  about  original 
prints: 
Original  prints,  whatever  the  process  used  to 
create  them,  are  "hand-pulled"  under  the  artist's 
supervision,  or  by  the  artist  himself.  This  means  that 
any  work  produced  photographically  or  by  another 
purely  mechanical  process  is  not  an  original  print. 

If  you  examine  a  print  under  a  Has  the 

magnifying  glass  and  discover  a  work  been 

regular  pattern  of  small  dots,  you        'hand- pulled"? 
will  know  immediately  that  it  is  not  an  original  work. 
If  the  print  is  a  serigraph  ( produced  by  a  silk- 
screen  process) ,  the  ink  will  seem  rather  like  paint 
and  appear  to  be  sitting  upon  ( rather  than  absorbed 
into)  the  paper. 

Etchings  and  engravings  will  produce  a 
physical  impression  on  the  paper  itself.  Is  the  edition  limited 

Contemporary  original  prints  will  Slways  be     and  is  tne  Print  numbered? 
signed  in  pencil  by  the  artist  himself,  to  indicate  personal 
supervision  and  approval  of  the  individual  print. 

Original  prints  are  always  produced  in  limited 
editions,  at  the  most  several  hundred  copies.  If  thou- 
sands of  copies  are  available,  then  the  work  is  almost 
certainly  not  original.  ( In  most  cases,  to  assure  that  the 
integrity  of  their  work  is  not  violated,  artists  will 
destroy  the  plate  after  the  edition  has  been  produced.) 
The  print  will  have  a  figure  on  its  border, 

indicating  the  number 
of  prints  pulled  and  the 
number  of  the  individual 
print  in  the  sequence. 

For  example,  the 
figure  50/100  means  that 
the  edition  has  been  limited 
to  100,  and  that  this  is  the 
50th  print  pulled. 

There's  a  lot  more  to  be 
learned  about  buying  original 
prints,  more  than  we  can  tell  you  on  this  page. 

But  if  you'll  send  for  our  free  color  brochure,  we'll  be 
happy  to  tell  you  more,  and  show  you  the  quality  and  variety 
of  the  prints  we  offer. 


Leonard  Baskin's  original  lithograph,  "Wolf*Robe»Cheyenne,"  limited  edition  of  160. 


VolF-  Robe-  CHEYENNE 


-B^KtK-^ 


Did  the  artist  personally 
sign  the  individual  work? 

They  include  limited  edition  etchings,  serigraphs 
and  lithographs  by  both  contemporary  and  traditional  artists 
with  international  reputations.  Some  exam- 
ples: Baskin,  Calder,  Dali,  Delacroix,  Picasso 
and  Renoir. 

If  you  decide  to  buy  a  print,  we'll  frame 
it  handsomely  and  send  it  to  you  with  a  full 
money  back  guarantee.  If  you're  not  satisfied 
for  any  reason,  you  simply  .eturn  your  print 
and  get  a  full  refund. 

We'll  also  send  you  a  brochure,  every 
two  months,  featuring  new  selections  of 
prints ,  along  with  an  informative  newsletter. 

If  you're  interested  in  investing  in  art,  invest  a  10$ 
stamp  in  your  art  education  and  send  for  our  brochure  today. 


J.  C.  Chauray's  original 
lithograph,  "Les  Cerises," 
limited  edition  of  125. 


Linda  Cunningham's 
original  etching,  "Winged 
Pegasus,"  limited  edition 
of  60. 


Original  print  collectors  group,  Ltd.  </ 

1 20  East  56th  Street.  Dept  Fl         New  York.  NY.  10022 'f/ 
□  Send  me  your  free  color  brochure. 
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THE 


EUROSTYLE 

VJSTUDY 


A  system  to  analyse  markets  and  the 
national  and  international  media  that 
reach  them. 

The  Eurostyle  Study  is  a  study  of  an 
important  group  of  consumers.  It  explores 
the  buying  habits  of  airline  users  who  are 
purchasers  of  consumer  goods  and  busi- 
ness services... a  study  that  represents  a 
new  approach  to  Pan-European 
research. .  .that  transcends  national 
boundaries... a  study  that  pinpoints  your 
prime  consumers. 

This  study  successfully  segregates  purchasers 
by  the  amounts  they  purchase  while  sug- 
gesting how  and  where  your  advertising  can 
reach  them.  (The  survey  was  conducted  with 
over  16,000  completed  questionnaires  on  some 
700  airline  flights.) 

These  travellers  represent  a  market  that 
has  long  escaped  definition  by  advertisers  and 


their  agencies  because  it  has  been  so  difficult 
to  isolate. 

But  now  a  universe  of  almost  four  million 
top-level  people  is  disclosed  and  defined— a 
universe  of  men  and  women  with  high  buying 
power  and  business  authority.  Another  vital 
aspect  of  the  study  is  that  it  provides  the 
framework  for  continuous  marketing  research. 
More  than  8,000  respondents  have  agreed  to 
participate  in  the  Eurostyle  Panel— a  sample 
for  future  research  whicn  will  provide  even 
more  specific  marketing  information  on  any 
given  category  and  also  include  a  facility  for 
monitoring  attitudes. 

How  do  you  reach  these  prime  prospects? 
The  Eurostyle  Study  Report— the  Key  to  the 
System  — will  introduce  you  to  the  comput- 
erised analysis  capability  that  can  assist  in 
planning  your  marketing  strategy. 

For  your  copy,  or  copies,  or  the  Key  to  the 
System,  just  get  in  touch  with  the  local  office  of 
any  of  the  sponsoring  publications. 


Sponsored  by  TIME,  The  Economist,  International  Herald  Tribune  and  Newsweek  International  in  co-operation  witb:  Alitalia, 
Austrian  Airlines,  British   Airways,  British  Caledonia,   Iberia,  Lufthansa,  Luxair,   Sabena,   SAS,  TAP,  Thai   International,  I'TA. 
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Agency:   Lawrence  Dobrow  &  Associates 

AVIS  RENT  A  CAR  SYSTEM,  INC 39 

Agency:   Doyle  Dane  Bernbach  Inc. 

BARCLAYS  BANK 

INTERNATIONAL    LTD 20 

Agency:   N.W.  Ayer  ABH  International 

□  H&R   BLOCK     58 

Agency:   BBDO  Inc. 

D    BOISE  CASCADE  CORPORATION    .  .   60-61 

Agency:   Dancer  Fitzgerald  Sample,  Inc. 

BUDGET  RENT  A  CAR  CORPORATION 

OF  AMERICA    57 

Agency:   Baker  &  Brichta,  Inc. 

CHEMICAL  BANK Back  Cover 

Agency:   Benton  &  Bowles,  Inc. 

□  CHICAGO  BOARD  OF  TRADE 89 

Agency:  J.  Walter  Thompson  Company 

CHRYSLER  MOTORS 

CORPORATION 52-53 

Agency:  Young  &  Rubicam  International 

CHUBB   &   SON,   INC 3 

Agency:   Muller  Jordan  Herrick  Inc. 

COMPUTER    CAPITAL    CORPORATION     74 

Agency:  The  Paramount  Agency 
Advertising 

DELTA  AIR  LINES,  INC 9 

Agency:  Burke  Dowling  Adams,  Inc. 

;-    DER  SPIEGEL     86 

Agency:   INTA  Advertising,  Inc. 

DRAVO  CORPORATION    54 

Agency:  Ketchum,  MacLeod  &  Grove 

FEDERAL  OIL  &  GAS  LEASES,  INC.  74 

Agency:  Auld  Advertising,  Inc. 

□  FIDUCIARY  TRUST  COMPANY  OF 

NEW  YORK 59 

Agency:   Edwin  Bird  Wilson,  Inc. 

FORBES   MAGAZINE    81 

THE  FORD  MARKETING  CORP.- 

THUNDERBIRD    3rd  Cover 

Agency:  J.  Walter  Thompson  Company 

■)[■    FORT  HOWARD  PAPER  COMPANY   ...    51 

Agency:   Marsteller  Inc. 

:':■    GENERAL   ELECTRIC   COMPANY  34-35 

Agency:  ^Robert  S.  Cragin,  Inc. 

GENERAL  ELECTRIC  CREDIT 

CORPORATION      46 

Agency:  Riedl  Associates  Inc. 

GENERAL  MOTORS  CORPORATION 
CADILLAC  MOTOR  CAR  DIVISION    ...    19 

Agency:  D'Arcy-MacManus  &  Masius 
Advertising 

HALLIBURTON    6 

Agency:  Alexander,  Mackenzie 
Advertising 

HISTORICAL  JECHNOLOGY,   INC.  58 

THE  HOLT  OPTION  SELECTOR 94 

Agency:  Arthur  Lockard  &  Co.,  Inc. 

HOUSE  OF  ALMONDS    16 

Agency:   Bozell  &  Jacobs,  Inc. 

□  LEICHTUNG,   INC 58 

Agency:  Ad-Vantages,  Inc. 

D    MAPCO   INC 91 

Agency:  Creswell  Munsell  Schubert  & 
Zirbel,  Inc. 


MARRIOTT'S  ESSEX  HOUSE 16 

Agency:   Potomac  Advertising,  Inc. 

-][<    MARYLAND,  STATE  OF- 

DEPARTMENT  OF  ECONOMIC  AND 
COMMUNITY   DEVELOPMENT    75 

Agency:   Rosenbush  Advertising  Agency 

METROPOLITAN   LIFE  INSURANCE 

COMPANY 77 

Agency:  Young  &  Rubicam  International 

MEXLETTER     88 

Agency:   McCann  Erickson-Stanton, 
S.A.  de  C.V. 

WILLIAM   MORROW     48 

Agency:  Waterman,  Getz,  Niedelman 
Advertising 

=::•    MUZAK   CORPORATION    48 

NEWMAR  TRADING  CORP. 88 

D    ORIGINAL  PRINT  COLLECTORS 

GROUP,  LTD 95 

D    PEOPLES  GAS  COMPANY    66-67 

Agency:  Foote,  Cone  &  Belding 

D    PITTMAN  &  DAVIS,  INC 88 

Agency:  Van  Hecker,  Inc. 

ROWE  PRICE  NEW  INCOME 

FUND,  INC 90 

Agency:  VanSant,  Dugdale  &  Co.,  Inc. 

RAIN  JET  CORP 90 

Agency:  Neale  Advertising  Associates 

-)'f    REXNORD  INC 42,  43,  44,  45 

Agency:   Buchen/Reincke,  Inc. 

SALOMON   BROTHERS    85 

Agency:   Doremus  &  Company 

■Y?    SANTA  FE  INDUSTRIES,  INC.  63 

Agency:  Advertising  Direction,  Inc. 

SAUNDERS  LEASING  SYSTEM,  INC.  10 

Agency:  The  Creative  Department,  Inc. 

SPORTS  ILLUSTRATED 68 

Agency:   Young  &  Rubicam  International 

STEUBEN  GLASS 97 

Agency:  Ogilvy  &  Mather  Inc. 

SUNBEAM   CORPORATION      71 

Agency:   Foote,  Cone  &  Belding 

TV  GUIDE  MAGAZINE 

Div.  of  Triangle  Publications,  Inc 73 

m        Agency:   N.W.  Ayer  ABH  International 

%    JAMES  TALCOTT,  INC 11 

Agency:  Shaw  Elliott  Incorporated 

TEXTRON    INC.     33 

Agency:  J.  Walter  Thompson  Company 

TIME  MAGAZINE    96 

Agency:  Young  &  Rubicam  International 

TO  THE  POINT  INTERNATIONAL    79 

Agency:  Guy  L  Yolton  Advertising,  Inc. 

TRANSAMERICA  CORPORATION    74 

Agency:  Hoefer,  Dieterich  &  Brown 

UNION  CAMP  CORPORATION     36 

Agency:  Sherwood  &  James  Advertising 

UNITED  TECHNOLOGIES 

CORPORATION   2nd  Cover  &  1 

Agency:   Marsteller  Inc. 

THE  VALUE  LINE  INVESTMENT 

SURVEY     93 

Agency:  The  Vanderbilt  Advertising 
Agency,  Inc. 

:;-    VIRGINIA  DIVISION  OF 

INDUSTRIAL   DEVELOPMENT    48 

Agency:  Webb  &  Athey,  Inc. 

D    VOLVO  OF  AMERICA  CORP. 4 

Agency:  Scali,  McCabe,  Sloves,  Inc. 

THE  WALL  STREET  JOURNAL  13-14-15 

Agency:   BBDO  Inc. 

WESTINGHOUSE   ELECTRIC 

CORPORATION   2 

Agency:   Ketchum,  MacLeod  &  Grove 

WHITE,  WELD  &  CO.,  INC   78 

Agency:   Doremus  &  Company 

MAX  WILSON,   INC 97 

Agency:  Chaparral  Advertising  Agency 

THE  ZWEIG  FORECAST     91 

Agency:  Arthur  Lockard  &  Co.,  Inc. 


LARGE  CASH  RETURN 

from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANDS 

•  •     •     •     • 

The  United  States  Department 
of  the  Interior  (Bureau  of  Land 
Management)  holds  non-com- 
petitive public  drawings  each 
month  to  afford  all  citizens  over 
the  age  of  21  years  an  equal 
opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by 
the  Federal  Government. 

A  $20.00  tax  deductible  filing 
fee  could  return  a  sum  exceed- 
ing $75,000.00  immediately, 
plus  an  overriding  royalty  for 
possible  future  income. 

•  •     •     *     * 

For  further  information  on  how  you 
can  intelligently  participate  in  the 
government  sponsored  program,  con- 
tsct* 

MAX  WILSON,  INC. 

P.O.  Drawer  1978-FO 

Roswell,  New  Mexico  88201 

Toll  Free  Number  800-545-7955 


Crystal  Songbird— one  of  92  special 
gifts  illustrated  in  the  Catalogue 

THE  1975  STEUBEN 

CHRISTMAS  CATALOGUE 

IS  NOW  READY 

STEUBEN   CLASS 

Fifth  Avenue  at  56th  Street, 
New  York,  N.Y.  10022  •  (212)  752-1441 

□  I  enclose  $3.00  for  the  1975  Steuben 
Christmas  Catalogue. 


Name 


Address 
City 

State  


Zip 
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I  nOUghtS . . .  Business  of  Life 


A  party  of  order  or  stability, 
and  a  party  of  progress  or  reform, 
are  both  necessary  elements  of 
a  healthy  state  of  political  life. 
John  Stuart  Mill 


In  the  adversity  of  our  best  friends 
we  often  find  something  that 
is  not  wholly  displeasing  to  us. 
La  Rochefoucauld 


A  good  scare  is  worth  more 
to  a  man  than  good  advice. 
E.  W.  Howe 


It  is  one  thing  to  show  a  man 
that  he  is  in  error, 
and  another  to  put  him 
in  possession  of  truth. 
John  Locke 


A  dark  horse,  which  had  never 
been  thought  of,  rushed  past  the 
grandstand  in  sweeping  triumph. 
Benjamin  Disraeli 


No  one  is  safe  from  slander. 

The  best  way  is  to  pay  no  attention 

to  it,  but  live  in  innocence 

and  let  the  world  talk. 

Moliere 


Advice  is  like  snow; 
the  softer  it  falls,  the  longer 
it  dwells  upon,  and  the  deeper 
it  sinks  into  the  mind. 
Samuel  Taylor  Coleridge 


Philosophy  may  teach  us 
to  bear  with  equanimity  the 
misfortunes  of  our  neighbors. 
Oscar  Wilde 


A  man  need  not  extol  his  virtues, 
nor  comment  on  his  failings, 
his  friends  know  the  former, 
and  his  enemies  will 
search  out  the  latter. 
Charles  B.  Rogers 


To  be  good  is  noble. 
To  tell  people  how  to  be  good  is 
even  nobler  and  much  less  trouble. 
Mark  Twain 


To  laugh  often  and  much: 

To  win  the  respect  of  intelligent 

people  and  the  affection  of 

children,  to  earn  the  appreciation 

of  honest  critics  and  endure 

the  betrayal  of  false  friends; 

to  appreciate  beauty, 

to  find  the  best  in  others, 

to  leave  the  world  a  bit  better 

whether  by  a  healthy  child, 

a  garden  patch,  or  a  redeemed 

social  condition; 

to  know  even  one  life  has 

breathed  easier  because  you  lived. 

This  is  to  have  succeeded. 

Ralph  Waldo  Emerson 


A  very  able  minister, 
preaching  on  criticism,  admitted 
that  criticism  can  sometimes  prove 
infinitely  more  valuable  than 
the  fair  words  of  friends, 
and  cautioned  against  shutting 
one's  ears  and  mind  to  adverse 
comments,  advising  the  adoption  of 
a  calm,  philosophic  attitude. 
Only  the  shallow  are  moved  by 
applause  from  without,  and  only 
the  shallow  allow  unjustified 
criticism  to  wreck  their  peace 
of  mind.  Stand  right  with  yourself 
and  you  can  stand  criticism. 
B.C.  Forbes 


When  a  dog  runs  at  you, 
whistle  for  him. 
Henry  David  Thoreau 


A  flippant,  frivolous  man 
may  ridicule  others, 
may  controvert  them,  scorn  them; 
but  he  who  has  any  respect 
for  himself  seems  to  have 
renounced  the  right  of 
thinking  meanly  of  others. 
Goethe 


Sweet  praise  is  like  perfume. 
It  is  fine  if  you  don't  swallow  it. 
Dwight  D.  Eisenhower 


The  nearer  we  come  to  great  men 
the  more  clearly  we  see  that 
they  are  only  men.  They  rarely 
seem  great  to  their  valets. 
Jean  de  la  Bruyere 


Injuries  should  be  done 
all  together,  so  that  being, 
less  tasted,  they  will  give  less 
offense.  Benefits  should  be 
granted  little  by  little,  so  that 
they  may  be  better  enjoyed. 
Niccolo  Machiavelli 


Executive  Gift  Suggestions:  Over 
3,000  "Thoughts"  now  available  in 
574-page  book  at  $9.95.  Also  Fact 
and  Comment— the  most  quoted 
editorials  of  Malcolm  Forbes  in 
hardcover  at  $7.95.  Send  check(s) 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  NY.  State 
residents,  add  4% -8%  sales  tax. 


A  Text . . 


Sent  in  by  Mrs.  Joanne  W.  Shuford, 
Richmond,  Va.  What's  your  favorite  test? 
The  Forbes  Scrapbook  of  Thoughts  on 
the  Business  of  Life  is  presented  to  send- 
ers of  texts  used. 


Surely  this  great  nation  is  a  wise  and 
understanding  people.  For  what  na- 
tion is  there  so  great,  who  hath  God 
so  nigh  unto  them,  as  the  Lord  our 
God  is  in  all  things  that  we  call  upon 
him  for? 
Deuteronomy  4:6,7 
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We  grow  our  own. 

Nearly  80  percent  of  our  products  begin  as  trees.  We  own  over 
1,400,000  acres  of  prime  timberland.  Pure  gold. 

We  take  care  of  our  own,  too.  Diamond  International  was  one 
of  the  first  companies  in  the  country  to  begin  scientific  forest 
management.  This  program  produces  highest  yields  and  con- 
serves our  woodlands.  It  also  assures  us  raw  material  reserves 
far  into  the  future.  Perhaps  forever. 

How  many  people  can  say  that  today? 

IAMOND  INTERNATI 


Diamond  International  Corporation  •  733  Third  Avenue,  New  York,  N. 
Fdrest  Products  •  Packaging  &  Printing  •  Consumer  Products  •  Building  Materials  &  Home  Supplies  •  Machinery  Systems 
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To  Get 
A  Better  Job! 


250,000  COPIES  SOLD 

1976  EDITION -Now  Available 

This  handsomely  bound,  7  x  10  manual 
shows  how  you  can  advance  to  a  job  with 
higher  earnings  within  the  $10,000  to 
$125,000  range. 

It  does  this  by  giving  you  "new"  and  sim- 
plified concepts  of  job  hunting  .  .  .  methods 
which  make  job  changing  "easier"  and  "faster" 
than  ever. 

In  addition  to  hundreds  of  the  latest  ideas, 
this  revolutionary  book  contains  over  5,000 
sources  for  interviews  and  over  30  incredibly 
effective  letter  and  resume  examples — all  in 
actual  size. 

Written  to  provide  every  practical  tech- 
*  nique  known  today,  this  book  is  published 
by  America's  leading  consultants  on  Profes- 
sional Job  Campaigns. 

The  myth-shattering  methods  which  are 
presented,  have  previously  been  unavailable, 
except  through  Executive  Programs  often 
costing  thousands  of  dollars. 


All  orders  shipped  within  48  hours. 
30  day  money  back  return  privilege 


WHAT  REVIEWERS  SAY  ABOUT 

AMERICA'S  BEST  SELLING 

JOB  HUNTING  BOOK 

This  book  has  been  recommended  by 
over  100  leading  media,  including  Busi- 
ness Week,  who  called  it  "an  indispen- 
sable aid."  It  has  received  universal  praise 
in  all  reviews — and  has  also  stirred  wide- 
spread controversy  as  many  have  said  it 
will  revolutionize  job  hunting  methods  in 
the  U.S. 

•  "A  breakthrough  manual." 

Personnel  Magazine 

•  "4  professional  program  for  getting  a 

'iter  job  in  all  fields." 

•  '  includes  complete  lists  of  contacts  to. 
make  and  incredibly  effective  letters 
end  resumes.  Excellent  new  book.  A 

ood  investment!"       Nation's  Business 

•  "The  professional  secrets  of  job  hunt- 

? — all  of  them  are  here." 

Purchasing  Week 

•  "Just  the  cold  hard  facts  on  how  to  in- 
sure your  getting  that  job  you  want.  All 
the  secrets  are  detailed!  It's  amazingly 
readable  and  highly  recommended!" 

Memphis  Press-Scimitar 
■      Honest-to-God,  this  tells  you  how  to 
a~i  a  job  and  contains  some  of  the  best 
advice  I've  ever  read." 

Training  in  Bus.  &  Ind. 

«   "Prepares  readers  to  go  after  a  future 

job  like  an  expert."      New  Orleans  Star 

•  "The  1st  master  reference  on  job  hunt- 
ing— makes  available  for  the  1st  time, 
many  methods  and  techniques." 

Rockford,  III.  Register  Star 

•  "The  techniques  are  capable  of  cata- 
pulting almost  any  average  person  into 
a  position  offering  much  greater  finan- 
cial rewards." 

The  National  Public  Acc't. 

•  "The  best  handbook  available,  for  find- 
ing a  better  job."  Chicago  Today 


AN  EASY  WAY  TO  CHANGE  JOBS 

People  who  use  old  methods  often  find  job 
hunting  difficult  and  full  of  frustration.  They 
often  spend  weeks,  even  months,  while  an- 
swering ads,  laboring  over  application  forms, 
scattering  resumes  and  running  after  dead- 
end leads. 

Now,  with  THE  PROFESSIONAL  JOB 
CHANGING  SYSTEM,  people  can  use  its 
tradition-breaking  methods  to  job  hunt  with- 
out strain,  confusion  or  worry.  Job  cam- 
paigns can  be  conducted  quietly,  rapidly,  and 
for  truly  remarkable  results. 

This  revolutionary  book  has  been  pur- 
chased by  Congressmen  and  Corporate  Presi- 
dents. More  important,  however,  tens  of  thou- 
sands of  people,  from  $10,000  to  $125,000, 
have  personally  used  it  to  advance  to  better 
jobs. 

WHAT  INDIVIDUALS  SAY 

Of  greatest  significance  perhaps  are  the 
opinions  of  those  who  have  purchased  and 
used  this  book  (the  following  authentic  and 
unsolicited  comments  represent  only  a  frac- 
tion of  the  similar  correspondence  on  file  in 
our  offices). 

•  "Outstanding!  By  far  the  best  work  ever  in 
this  field."  G.  G.,  N.Y. 

•  "An  invaluable  source  of  potential  ftnan- 

•  rial  gain."  W.  F.,  Tenn. 

•  "The  direct  mail  section  is  magnificent. 
This  may  sound  maudlin,  but  I  feel  like  a 
drowning  man  who's  been  thrown  a  life 
preserver."  S.  B.,  Mass. 

•  "I  used  one  of  your  letters,  mailed  24  out, 
and  got  13  interviews  and  3  job  offers." 

H.  Z.,  Calif. 

•  "An  absolute  classic!  The  first  30  pages 
were  all  I  needed."  R.  L.,  Ark. 

•  "Extremely  effective  for  one  who  is  job 
hunting  for  the  first  time  in  a  while.  I  got 
42  interviews."  K.  B.,  III. 

•  "Your  ideas  are  worth  their  weight  in  gold 
to  anyone  after  a  higher  salary."  D.  A.,  Mo. 

•  "Thank  God  for  your  book.  I  was  unem- 
ployed for  7  months,  but  with  your  plan 
have  landed  my  best  job."         J.  W.,  Iowa 

•  "This  book  was  fantastic.  Have  read  it  3 
times  and  am  very  optimistic.      G.  B.,  Fla. 

•  "A  great  personal  aid.  Paid  for  itself  300 
times  over."  L.  A.,  Ind. 

•  "In  4  weeks,  I  changed  jobs  and  increased 
my  earnings  33%.  I  wish  I  had  it  10  years 
ago."  E.  K.,  Ariz. 

•  "Puts  you  in  such  a  successful  frame  of 
mind,  that  it  alone  is  worth  the  price." 

C.  C,  Penna. 

•  "Really  terrific— have  been  in  Personnel  20 
years,  but  never  saw  anything  like  this." 

R.  H.,  Texas 

•  "A  great  book!  Tells  you  precisely  what  to 
do,  and  how-to-do-it"  S.  H.,  Calif. 

•  "Perhaps  the  most  readable  and  actionable 
book  I  have  ever  read."       F.  W.,  N.  Mex. 


JOB  HUNTING  CONCEPTS 
REVEALED 

•  How  to  job  hunt  for  a  20%  to  50%  increase 

•  How  and  why  you  should  break  most 
generally  accepted  job  hunting  rules 

•  How  to  build  top  level  contacts 

•  How  to  find  out  about  unadvertised  jobs 

•  How  to  use  recruiters  and  agencies 

•  How  to  job  hunt  while  unemployed 

•  How  to  change  career  fields 

•  How  to  change  industries 

•  How  to  get  interviews  with  Presidents 

•  How  to  answer  ads;  the  timing  &  strategy 
for  1,000%  more  interviews 

•  How  to  capitalize  on  existing  contacts 

•  How  to  handle  a  record  of  too  many 
previous  job  changes 

•  How  to  compete  without  a  degree 

•  How  to  gain  exposure  in  the  international 
job  markets 

•  How  to  job  hunt  without  a  resume 

•  How  to  handle  employment  gaps 

•  How  to  make  sure  your  materials  are  read 

•  How  to  beat  all  psychological  tests 

•  How  to  tap  the  unpublished  job  markets 

•  How  to  discuss  having  been  fired 

•  How  to  create  a  completely  unique  resume 

•  How  to  finesse  stress  interviews,  &  a  list 
of  all  S.  I.  questions 

•  How  to  handle  bad  references 

•  How  to  use  phone  velocity  techniques 

•  How  to  handle  a  low  current  salary 

•  How  to  search  from  a  remote  location 

•  How  &  when  to  exaggerate  in  an  interview 

•  How  to  identify  firms  behind  blind  ads 

•  How  to  maintain  absolute  secrecy 

•  How  to  negotiate  an  employment  contract 

•  How  to  overcome  age  barriers 

•  How  to  handle  1 -industry  experience 

•  How  to  negotiate  a  maximum  salary 

•  How,  when  and  where  to  successfully  run 
ads  for  yourself 

•  How  to  take  control  of  any  interview 

•  How  to  handle  a  1 -company  background 

•  How  &  when  to  use  3rd  party  techniques 

Any  of  the  hundreds  of  advanced  ideas 
can  easily  be  mastered.  In  addition,  this  book 
contains  thousands  of  sources  for  leads;  a 
complete  guide  to  every  major  Executive 
Search  Firm;  and  an  incredible  collection  of 
the  most  effective  job  getting  materials  ever 
written. 

Developed  through  years  of  trial  and  error, 
these  professionally  written  letters  &  resu- 
mes are  alone  worth  the  price  of  this  book. 
When  copied,  they  have  often  enabled  users 
to  achieve  4,  S,  and  even  6  to  10  times  as 
many  interviews. 

r ™^cialofTe"save$5"oo""  - 

You  can  purchase  this  $14.95,  7x10  edition, 
handsomely  bound  in  deluxe  leather  cloth,  di- 
rectly from  the  Publisher  for  only  $9.95  +  .55 
postage  &  handling  (total  =  $10.50).  N.J.  Res- 
idents add  sales  tax.  Offer  expires  4/30/76. 

All  orders  shipped  within  48  hours. 
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Interested  in  interest  rates? 

Now  there's  a  market  for  trading 
mortgage  interest  rate  futures 


The  Chicago  Board  of  Trade  has 
opened  the  world's  first  futures  market  for 
trading  in  Ginnie  Mae  (Government  National 
Mortgage  Association)  mortgage  interest  rate 
contracts. 

This  new  market  offers  an  opportunity  for  trading  based 
on  interest  rate  changes,  with  the  advantage  of  liquidity — 
the  ability  to  change  market  position  quickly  and  easily.  It 
also  affords  a  new  avenue  for  the  financial  community  to 
decrease  interest  rate  risk  through  hedging. 

If  you  haven't  already  obtained  all  the  facts  about  this  new 
contract,  you  should  do  so  now.  Phone  your  broker,  or  the 
Chicago  Board  of  Trade  at  (800)  621-4159,  or  mail  the  coupon. 
In  Illinois  call  (312)  435-3620. 


y         Chicago  Board  of  Trade 
/       Dept.GNMA-3 
/      LaSalle  at  Jackson,  Chicago,  Hlinc.s  60604 

y  Gentlemen: 
(     Please  send  me  the  free  CBT  booklet  on  trading  in  interest 
rate-related  Ginnie  Mae  futures. 
I  am  interested  in     □  Hedging     □  Speculating 

Name 


Firm 

Address. 
City 


-State - 


JZip. 


Chicago  Board  of  Trade 
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XEROX®  and  3W»are  trademarks  of  XEROX  CORPORATION. 
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The  best  tiling  about  the 
Xerox  3100  LDC  isn't  that  it 
makes  incredibly  clear,  sharp 
copies.  Or  that  it's  portable.  Or 
that  it  can  copy  light  originals, 
bulky  bound  volumes,  or  even 
photographs. 

It's  not  even  that  it  has  easy-to- 
load  paper  cassettes  and  a  docu- 
ment feeder. 

It's  the  fact  that  it  can  make 
size-for-size  copies  from  docu- 
ments as  small  as  W2  x  11  to  as 
large  as  14  x  18.  And  any  size  in 
between. 

So  now  you  can  copy  letters, 
ledger  sheets,  even  oversize  com- 
puter printout,  all  with  one 
machine. 

The  Xerox  3100  Large 
Document  Copier.  Because  one 
size  doesn't  fit  all 
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.Reprod  uetions  of  aceuat  Xerox  3100  LDC  copies. 
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GOES  WHERE  YOU'RE  GOING 

IN  EASTERN  EUROPE. 
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The  next  time  your  business 
takes  you  to  both  Switzerland 
and  Eastern  Europe,  consider 
Swissair.  Because  we  can  make 
it  very  easy  for  yOu.  We  can  give 
you  a  choice  of  25  different 
DC-9  flights  each  week  from 
Zurich  and  Geneva.  Which  isn't 
too  surprising  when  you  learn 
that  Swissair  began  flying  pas- 
sengers and  cargo  to  Eastern 
Europe  way  back  in  1946. 

Besides  being  a  logical  gate- 
way from  Western  to  Eastern 
Europe,  Switzerland  is  right  in 
the  center  of  the  continent.  It's 
the  hub  of  Western  Europe's 


business  and  financial  world. 
And  it  offers  you  the  perfect 
opportunity  to  spend  a  few 
days  of  pure  relaxation.  So  all 
in  all  it's  an  ideal  place  to  plan 
your  trip  around.  There  are 
frequent  plane  connections  to 
and  from  Switzerland.  So  you 
can  get  to  all  your  business  as 
quickly  as  you  have  to.  No 
matter  where  it  is. 

Swissair  also  flies  you  from 
the  United  States  and  Canada 
to  Switzerland  with  the  same 
efficiency.  Swissair  is  the  only 
airline  flying  roomy,  comfort- 
able wide-bodied  planes  to 


Zurich  and  Geneva.  You  can 
get  747  service  every  day  from 
New  York.  And  DC- 10  flights 
5  days  a  week  from  Boston  and 
Chicago.  Plus  4  DC- 10  flights 
each  week  from  Toronto  and 
Montreal. 

For  reservations  and  infor- 
mation call  your  travel  agent, 
your  corporate  travel  consul- 
tant, or  local 
Swissnir  office. 
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How  AT&T  Prospered— And  Why 

The  Justice  Department  has  called  for  a  thorough  breakup  of  the  Amer- 
ican Telephone  &  Telegraph  Co.  At  the  same  time  the  Federal  Communi- 
cations Commission  is  trying  to  foster  competition  against  it.  Once  again, 
the  Federal  Government  is  trying  to  break  up  Ma  Bell's  family. 

It's  not  the  first  time.  Did  you  know,  in  fact,  that  AT&T  was  at  one 
point  actually  nationalized?  That  it— and  the  American  people— was  spared 
from  having  the  Post  Office  run  the  telephones  was  largely  due  to  the 
tact  and  diplomacy  of  a  great  AT&T  president,  Theodore  Vail. 

The  above  incident  is  recounted  in  author  John  Brooks'  history  of  the 
telephone  company,  which  begins  on  page  87  of 
this  issue;  a  second  installment  of  the  history  will 
appear  in  our  issue  of  Jan.  1,  1976.  In  it  Brooks 
traces  the  singularly  American  compromise  by  which 
AT&T  developed  into  a  unique  mixture  of  public 
and  private  enterprise— less  than  pure  free  enter- 
prise; more  than  merely  government  ownership. 

This  is  an  impressive  story  of  a  company  and 
of  a  series  of  managements  who  never  permitted 
themselves  the  luxury  of  getting  out  of  touch— thus 
avoiding  the  errors  the  railroad  industry  and  the 
steel  and  automobile  industries  were  later  to  make. 
AT&T  knew  when  to  fight.  But  it  also  knew  when 
to  compromise. 

The  editors  of  Forbes  feel  that  John  Brooks'  ac- 
count of  AT&T  is  both  timely  and  significant.  We 
are  again  in  a  period  of  American  history  when 
cries  for  nationalization  are  being  heard— of  oil,  of 
railroads,  for  example.  But  next  time  somebody 
urges  nationalization,  ask  him  a  simple  question: 
Which  gives  the  better  service  and  is  the  more 
efficient:  The  telephone  ompany?  Or  the  Post 
Office? 

The  author  of  Telephone,  John  Brooks,  has  to 
his  credit  such  widely  praised  bestsellers  about  business  as  The  Go-Go 
Years  and  Once  In  Golconda.  Says  Brooks:  "I've  always  found  in  busi- 
ness the  elements  of  classic  drama."  This  account  is  full  of  such  drama, 
and— we  would  add— some  very  valuable  information  for  Americans  at  a 
time  when  they  are  having  to  make  some  very  basic  decisions  about  the 
future  of  their  free  enterprise  system. 

Leaning  rack  in  his  chair  and  clasping  his  hands  on  his  neck,  Senior 
Editor  Robert  J.  Flaherty  ruminated  a  bit  about  his  weeks  of  labor  doing 
the  cover  story  on  the  starting  of  new  companies  ("Brother,  Can  You 
Spare  $100  Million?"  p.  22).  "They  are  a  fascinating  lot,  these  entrepre- 
neurs and  venture  capitalists,"  Flaherty  reflected.  "They  are  supposed  to 
be  an  endangered  species,  but  they  go  on.  The  drive  in  them  to  create 
something  big  and  important  out  of  nothing  is  so  strong  it  can't  easily  be 
stamped  out."  But  Flaherty  found  that  most  good  little  deals  today  have 
virtually  no  chance:  What  venture  capital  money  is  still  available  concen- 
trates on  the  big  ones.  "Only  the  bravest  entrepreneurs  with  the  biggest 
ideas  are  going  ahead,  and  only  the  coolest,  best-financed  money  men  are 
backing  them."  What  has  happened  in  venture  capital,  Flaherty  con- 
cludes, is  not  so  much  the  endangerment  of  the  species  as  the  survi- 
val of  the  fittest  and  strongest.  Assisting  Flaherty  on  the  story  was  Re- 
porter-Researcher Richard  Smith  and  our  bureaus  on  the  West  Coast 
and  in  Europe. 

Headline  in  Forres  Magazine,  July  1,  1975,  page  42:  "Uncle  Sam  Can 
Bail  Out  New  York,  But  Who  Can  Bail  Out  Uncle  Sam?"  Theme  of 
President  Gerald  Ford's  speech  of  Oct.  29  on  why  the  Federal  Government 
couldn't  afford  to  bail  out  New  York,  ".  .  .  who  will  bail  out  the  United 
States  of  America?"  ■ 


John  Brooks 


s  a  registered  trademark  of  Avis  Rent  A  Car  System.  Inc.  © 


"What  do  you  mean  my  car  is  in  a  holding  pattern  in  New  Jersey?" 


Nice  feeling.  Being  stood  up  by  an 
automobile. 

Avis  does  not  want  you  to  go 
through  this. 

That's  why  Avis  now  employs  the 
most  advanced  reservation -rental 


system  in  the  business.  To  see  what 
we  mean,  simply  dial  our  toll-free 
number,  800-331-1212,  to  make  a 
speedy,  reliable  reservation  for  any- 
where in  the  world. 
We're  the  Avis  System,  renting  all 


make  automobiles,  featuring  those 
engineered  by  Chrysler. 

More  importantly,  we're  the  people 
of  Avis,  trying  harder  and  caring  more. 

And  part  of  trying  harder  and  caring 
more,  is  being  more  efficient. 


Trends  &Tangents 

Washington 


Guns  And  Butter 

Close  followers  of  the  CIA  hearings 
will  hardly  be  surprised  when  they 
hear  that  Washington  is  subsidizing 
the  supply  of  ammunition  and  fire- 
arms to  yet  another  group.  But  who 
would  believe  that  the  subsidies  are 
coming  from  the  Department  of  Ag- 
riculture? And  are  given  to  outback 
inhabitants  in  Alaska?  And  are  some- 
times accompanied  by  subsidies  for 
fishing  poles?  But  that's  what  the 
U.S.  food  stamp  program  now  does. 
For  those  who  live  closer  to  wild 
game  than  grocery  shelves,  this  sum- 
mer the  food  stamp  program  was  ex- 
panded in  the  far  North  to  include 
subsidies  for  purchasing  hunting  and 
fishing  equipment  of  all  kinds. 

Business 

Oil  Shortfall 

It  seems  that  nature  too  has  an  oil 
depletion  allowance,  restoring  what 
man  takes  away.  But,  alas,  nature's 
depletion  allowance  is  almost  as  thin 
as  the  U.S.  Government's  these  days. 
A  chemist  from  a  major  oil  compa- 
ny has  computed  that  the  U.S.  oil 
fields  are  replenishing  their  sup- 
plies through  natural  processes  at  the 
astonishingly  slow  rate  of  ten  barrels 
per  day.  The  U.S.  consumes  over 
17  million  barrels  per  day.  In  other 
words,  the  U.S.  currently  uses  as 
much  oil  in  three  hours  as  its  oil 
deposits  have  produced  in  five  cen- 
turies, or  since  Christopher  Colum- 
bus discovered  America. 

Life  Swapping 

Full-time  workers  in  search  of  a 
college  degree  and  experience-hungry 
management  students  will  switch 
places  this  fall  in  an  educational  trade- 
off at  the  University  of  Utah.  A  group 
of  20  workers  will  get  released  time 
each  week  in  order  to  pursue  a  B.S. 
degree  in  management  at  the  U.  of  U. 
Filling  in  for  them  will  be  20  man- 
agement students,  who  seek  on-the- 
job  training  to  augment  their  studies. 
Coordinators  of  the  program  say  that 
workers  will  be  able  to  advance  much 
more  quickly  toward  degrees  than 
they  would  in  night  school  or  home- 
study  courses. 

Decline  Of  The  West? 

The  Bicentennial  should  mean  big 
business  for  tourism  in  the  East,  but 
for  California,  where  tourism  is  the 
third-largest    industry,    prospects    are 


less  bright.  The  number  of  tourists 
visiting  California  in  the  first  half  of 
1975  declined  slightly,  although  na- 
tionally the  number  of  people  travel- 
ing out  of  state  reached  record  highs. 
Projected  convention  bookings  in  Los 
Angeles  are  down  16%  for  the  next 
two  years,  and  April  attendance  fig- 
ures in  the  Far  West's  national  parks 
declined  22%.  By  contrast,  New  En- 
gland parks  reported  a  41.5%  rise.  In- 
dustry statistics  also  reveal  that  more 
than  60  million  Americans  will  disre- 
gard Horace  Greeley's  famous  advice 
and  instead  heed  the  call  of  the  Bi- 
centennial hoopla  by  taking  trips  to 
the  East  Coast  next  year. 

Big  Brother  On  Rails 

A  closed-circuit  television  system 
with  a  mobile  TV  camera  that  travels 
on  an  enclosed  overhead  rail  system 
has  been  developed  by  ADT  Security 
Systems.  The  camera,  controlled  from 
a  small  desk  console,  glides  along  in- 
side an  acrylic  tunnel  through  which 
it  can  see  without  itself  being  seen. 
The  control  console  allows  automatic 
or  manual  operation,  so  that  security 
personnel  can  zoom  in  and  focus  on 
any  suspicious  looking  action.  The 
monitoring  system  may  also  be  ex- 
panded to  include  a  videotape  re- 
corder that  can  provide  police  doc- 
umentation of  a  robbery.  ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
•  on  this  form  and  check  the  sub- 
scription you  prefer.  □  1  year  $15.00 
□  3  years  $30.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  orders, 
add  $4  a  year;  other  foreign,  add  $9 
a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 

(please 

print) 

New  Address: 

City 

State 

Zip 

F-4826 

If  you  were 
building 
the  world's 
largest 
Holiday  Inn, 
what 
market 
would  you 
choose? 


If  you  didn't  choose  Quebec, 
this  message  is  for  you. 


The  world's  largest,  Holiday  Inn,  868 
rooms,  is  now  under  construction  in 
Montreal.  It's  another  example  that  wise 
investors  are  aware  that  Quebec  is  one  of 
North  America's  most  vital  and  growing 
tourism  markets.  Tourism  has  become 
one  of  Quebec's  most  profitable  in- 
dustries. Expenditures  by  tourists  in  1974 
exceeded  $1,016,000,000.  Occupancy  rate 
for  Montreal  hotels  runs  at  75%.  But  the 
action  isn't  restricted  to  the  big  cities,  it's 
happening  throughout  the  province.  It's 
not  dependent  on  seasons  either,  Quebec 
booms  all  year  round. 

If  you  want  to  learn  more  about  the  high 
growth  investment  potential  in  the  rapidly 
expanding  Quebec  Tourist  Industry,  write 
for  information  today. 


Quebec 
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QUEBEC 


TOEBEr 


'We're  ready  to  talk  business" 

Government  of  Quebec 
Department  of 
Tourism,  Fish  &  Game 
Quebec  City,  Canada 
G1R4Y2 
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The  Multi-Venture: 

A  business  dimension  of 
particular  significance  at 
this  time. 

Does  your  international  business 
activity  stop  at  the  threshold  of 
complex  inter-company  or  company- 
government  endeavors? 

Such  seemingly  involved  joint,  tri,  quad,  even 
quintiple  ventures  do  not  intimidate  the 
specialists  at  Nissho-lwai  American  Corp. 
On  the  contrary,  the  potential  for  all 
concerned  in  such  ventures  has  led  to  the 
development  of  a  management  team  with 
considerable  expertise  in  diverse 
activities,  from  primary  investigation  of 
possibilities  to  mutual  undertakings. 

May  we  be  of  assistance  to  you  ? 


Nissho-lwai 

American 

Corporation 

Rockefeller  Center 

1211  Avenue  of  the  Americas 

New  York,  NY.  10036 

Offices  In  Anchorage/ Atlanta/Chicago/Detroit/Houston/ 
Los  Angeles/Portland/San  Francisco/Seattle/St.  Louis 


Real  Estate  advisors 
to  the  world. 

For  nearly  200  years. 


375  Park  Ave.,  New  York,  N.Y  10022  (212)  688-8181 


Offices  in:  London  City  8c  West  End.  Croydon,  Glasgow. 
Edinburgh.  Jersey.  Dublin.  Brussels.  Antwerp.  Paris, 
Rotterdam.  Amsterdam,  Frankfurt,  Hamburg,  Sydney. 
Canberra.  Melbourne.  Brisbane.  Adelaide,  Perth. 
Christchurch.  Auckland,  Hong  Kong.  Singapore.  Kuala 
Lumpur.  Kuching.  Beirut. 
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JONES  LANG 


Chartered  Surveyors 

International  Real  Estate  Consultants 


Readers  Say 


Not  A  Patent  Medicine  Man 

Sir:  You  referred  to  me  as  a  "pa 
tent  medicine  salesman"  (Oct.  15) 
I  am  a  respected  member  of  the  New. 
York  Society  of  Security  Analysts  and 
a  frequent  speaker  at  their  functions. 
My  market  letter  is  one  of  the  largest 
in  the  world,  if  not  the  largest.  I 
have  several  educational  degrees.  Per- 
haps your  comment  had  something  to 
do  with  MSF's  editorial:  "The  De- 
clining Price  Of  Gold— I  hate  (not 
really!)  to  say  we  told  you  so,  but 
we  did.  And  often."  I  have  never 
read  an  optimistic  opinion  on  gold  in 
Forbes,  so  I  presume  you  were  pes- 
simistic all  the  way  up  from  $35  an 
ounce. 

—James  Dines 

James  Dines  &  Co. 

New  York,  N.Y. 

Big  Mac,  Big  Expense 

Sir:  Re  your  article  on  McDon- 
ald's in  Europe  (Oct.  15).  A  few 
days  ago  I  ordered  a  Big  Mac  and  a 
Coca-Cola  at  the  McDonald's  in  Paris. 
It  cost  me  6.9  francs,  which  is  bet- 
ter than  $1.50  in  U.S.  currency.  At 
those  prices,  it's  easy  to  see  why 
McDonald's  may  be  having  some 
problems  over  there. 

—Paul  Drew 

Vice  President,  Programming, 

RKO  Radio 

Los  Angeles,  Calif. 

Sir:  You  say,  "A  Big  Mac  tastes 
the  same  in  Des  Moines  as  in  London 
or  Amsterdam."  Maybe,  but  in  Stock- 
holm it  doesn't. 

— R.L.  Johnson 
Interlaken,  Switzerland 

Keep  Those  Hands  Busy 

Sir:  Reader  Stringer  (Readers  Say, 
Oct.  15)  opposes  our  selling  grain  to 
the  Russians,  saying,  "Biting  the  hand 
that  feeds  has  never  been  admirable, 
but  feeding  the  hand  that  bites  is  even 
less  admirable."  Well,  hands  that  are 
busy  feeding  the  face  aren't  hurting 
anyone.  Besides,  farmers  (I'm  one  of 
'em)  are  among  the  few  workers  in 
the  U.S.  that  still  work  hard  enough 
to  produce  huge  quantities  of  a  com 
modity  that  is  competitive  in  price 
on  the  world  markets. 

—Doug  Wn  i>i\ 
I  [utchinson,  Kan 


Far  From  A  Killing 

Sir:     In     "Nowhere     To     Go     But 
Down?"  (Nov.  1)  you  slate  lli.u  Toj 
ota    is    paying    me    $9.6    million    foi 
three     Midwest     distributorship!     th.it 

f  bought  for  $1.4  million,   Both  lie. 

(Continued  on  page  I 
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WHEN  YOU'VE  BEEN 


$*'/»  BILLION, YOU  MUST 
HAVE  A  GOOD  GRIP. 


At  Dean  Witter,  we  feel  we  have  an  excel- 
lent grip  on  every  aspect  of  serving  investors. 
Including  holding  of  securities  for  our  clients. 
Right  now,  our  clients  have  entrusted  us  with 
more  than  $21/2  billion  worth  of  their  securities. 

What's  the  advantage?  Well,  when  we  hold 
securities,  all  dividends  are  collected  and  auto- 
matically credited  to  your  account.  Or  sent  to 
your  bank.  Your  account  statement  then  pro- 
vides a  complete,  convenient  tax  record  of  date 
and  origin  of  all  dividends.  And  these  services 
are  free  of  charge. 

We  perform  other  services,  as  well.  Such 
as  clipping  coupons  and  keeping  track  of  conver- 
sion privileges,  rights  and  calls. We're  glad  to 
extend  credit  for  margin  accounts,  too.  And  each 
Dean  Witter  cl  ient  has  up  to  $300,000  worth  of 
protection  on  securities  we  hold  for  him. 

Of  course,  most  of  our  clients  don't  come 
to  us  just  because  we  do  a  good  job  of  holding 
their  securities.  They  come  to  us  because  they 
want  an  excellent  job  on  all  the  services  investors 
expect  from  an  investment  firm.  They  come  for 
our  solid,  experienced  account  executives.  For 
our  highly  regarded  research  staff.  For  recom- 
mendations from  ourTax  Advantaged  Investment 
Department.  And  help  from  our  Restricted 
Securities  Department  for  dealing  in  Rule  144 
securities. 

And  also  for  the  security  that  comes  from 
being  with  a  firm  whose  net  worth  is 


$88.7  million.  In  our  entire  51  years,  we've  never 
had  an  unprofitable  year 

So  if  you're  the  ki  nd  of  i  nvestor  who  ex- 
pects a  lot  from  an  investment  firm,  send  in  the 
coupon  to  receive  your  copy  of  our  booklet 
entitled  "Working  for  you  at  Dean  Witter!'  It 
describes  the  many  services  available  to  Dean 
Witter  clients.  Or  give  your  nearest  Dean  Witter 
account  executive  a  call.  You' 1 1  find  he  has  a  firm 
grip  on  the  services  you're  interested  in:  from 
recommending  securities  to  holding  on  to 
them  for  you. 


Thomas  W.  Witter,  Executive  Vice  President 

Dean  Witter  &  Co.  Incorporated 

45  Montgomery  Street,  San  Francisco,  CA  94104 

Please  send  me  a  free  copy  of  your  booklet  entitled  "Working 
for  you  at  Dean  Witter" 

Name 


Address. 
City 


State/Zip. 


Telephone- 


Dean  Witter  clients:  Please  indicate  office  of  your 
Account  Executive: 


118  offices  nationwide  and  abroad. 


FS1115 


Just  two  basic  industries  support  the  world. 
We're  a  big  and  growing  part  of  one. 


When  you  come  right  down  to  fun- 
damentals, everything  we  have  is 
derived  from  materials  grown  on 
the  earth  or  dug  out  of  it.  All  other 
industries  depend  on  the  two  basic 
ones,  agriculture  and  mining. 

St.  Joe  has  long  been  a  substan- 
tial factor  in  mining  and  today  our 
involvement  has  grown  dramati- 
cally. In  addition  to  being  a  major 
producer  of  lead,  zinc  and  zinc 
oxide,  we  now  have  a  sizeable 
stake  in  oil,  natural  gas  and  coal. 
Our  Canadian  oil  and  gas-produc- 


ing subsidiary,  CanDel  Oil  Ltd.,  and 
our  coal-producing  subsidiary, 
A.  T.  Massey  Coal  Company,  Inc., 
are  making  significant  contribu- 
tions to  our  basic  strength  and 
profit  growth.  For  1974,  these  two 
energy  acquisitions  accounted  for 
38%  of  St.  Joe's  all  time  earnings 
record. 

Overall  we  have  substantial 
mineral  reserves  and  are  increas- 
ing these  reserves  by  a  greatly 
expanded  worldwide  exploration 
program. 


Our  above  ground  resources 
include  an  experienced,  techno- 
logically-advanced organization 
operating  modern  processing  and 
research  facilities. 

We  are  a  basic  company,  with 
reserve  resources  and  a  proven 
capability  to  supply  increasing 
amounts  of  metals,  chemicals  and 
energy-producing  minerals  which 
are  essential  to  a  growing  world. 

If  you'd  like  to  know  more  about 
us,  write  to  Department  4  for  our 
annual  report. 


ST  JOE 


MINERALS  CORPORATION  250  Park  Avenue,  New  York,  New  York  10017,  Tel.  (212)  953-5000 


SJ  719 


AbowTemptation 


The  Falcon  K) 


How  c6me  the  Falcon  10  can  fly  the  tough  missions 
when  the  other  small  business  jets  can't? 

Because  the  Falcon  10  is  a  wholly  new  generation 
aircraft. 

Unlike  our  nearest  competitor,  we  resisted  the  temp- 
tation to  "re-hash"  an  existing  plane.  Merely  add  new 
engines.  Save. money  by  using  the  same  wing.  Tack  on 
some  performance  rather  than  build  it  in. 

Instead,  we  started  from  scratch.  Set  out  to  find  the 
ideal  answer  to  the  market's  changing  needs. 

Result:  A  totally  new  aerodynamic  design.  A  very 
advanced  new  wing.  The  strongest  airframe  and  undercar- 
riage in  the  business.  The  Falcon  10. 


That's  why  this  aircraft  flies  further  and  faster  on  less 
fuel  under  the  toughest  conditions:  short  runways;  hot 
weather;  high  elevation  airports.  And  why  it  can  take  off 
with  full  fuel,  fly  less  than  120  miles*,  and  land  with 
heavy  fuel  weight  still  in  the  tanks. 

That's  why  the  leading  firms  are  going  with  the 
Falcon  10.  And  turning  their  backs  to  lower-price  jets. 

Want  to  know  how  the  Falcon  10's 
performance  compares  with  other  jets'? 
A  12-page  booklet  has  the  answers. 
Just  drop  a  line  to  C.C.  Fleming, 
President,  at  the  address  below.       falCONJET 

*  With  7  passengers  CORPORATION 

Teterboro  Airport  •  New  Jersey  07608 


A  lot  more  than  a  pretty  face. 

An  individual  to  be  reckoned  with.  On  and  off  the  job 
she  faces  her  share  of  problems  and  hazards. 

So  we  design  the  documents  that  insure  her  life,  her 
home,  her  company,  her  car,  her  valuables,  her  health. 

If  she  gets  sick  or  disabled  and  can't  work,  we  send 
her  an  income  that  helps  her  make  ends  meet  until  she  can 
make  them  meet  again  on  her  own. 

If  she  needs  rehabiHtation,  we  send  her  specialists. 
We  helped  pioneer  the  whole  rehabiHtation  idea. 

When  it's  time  for  her  to  retire,  we  send  her  a  con- 
tinuing pension  that  adds  some  glitter  to  her  golden  years. 

We  look  after  the  American  Businesswoman — because 
keeping  Americans  safe,  and  sound,  is  our  reason  for 
being  in  business. 


jL\merican 

J\^Utual  We  want  to  keep  you  safe,  and  sound. 


INSURANCE  COMPANIES, 
WAKEFIELD,  MASS.  01 880 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


THE  BOTTOM  OF  THE  BARREL— NEARLY 

Business  and  the  men  who  run  it  have  never  stood  raising  prices  and  enclosing  the  pink  slips  with  paychecks? 
lower  in  the  estimation  of  most  Americans  than  they  do  Regard  for  business  and  businessmen  will  go  up  some- 
right  now.  The  Harris  poll  finds  only  18%  of  their  com-  what  when  the  economy  improves  and  if  inflation  abates, 
patriots  have  "a  great  deal  of  confidence"  in  big  corpora-  Deploring  the  public's  lack  of  regard  for  moguls  of  cor- 
tion  executives.  Nine  years  ago,  55%  had  such  confidence.  porations  and  exhorting  people  to  sympathize  and  under- 

I  suppose  this  plunge  is  more  appalling  than  astonish-  stand  that  executives  would  prefer  good  times  to  bad  is 
ing.  With  prices  of  food,  clothing,  shelter  and  transporta-  largely  wasted  effort  while  times  are  bad. 
tion  jumping  more  often  in  recent  years  than  the  famed  There's  only  one  solace  in  the  statistics  reflecting  un- 
Mexican  bean,  and  with  jobs  diminishing  at  a  steady  and  popularity  of  big  business— an  even  greater  majority  of 
discouraging  rate,  someone  has  to  be  blamed.  Who's  more  the  country  thinks  even  less  of  the  politicos  in  both  Con- 
logical  than  the  fellows  who  seem  directly  responsible  for  gress  and  the  Executive  Branch. 

THANK  GOODNESS  THE  NEW  SEC  CHAIRMAN 

may  share  the  President's  conviction  that  federal  agencies  which  corporate  information  is  developed  and,  sec- 
should  stop  proliferating  regulations  at  a  rate  that  must  ondly,  if  the  press  distorts  the  information  or  re- 
make rabbits  envious.  Roderick  Hills  has  been  heading  up  ports  it  in  an  incomplete  or  misleading  fashion." 
the  President's  Task  Force  on  Regulatory  Reform.  Think  about  that  for  a  moment— is  the  SEC  to  determine 
In  many  respects  the  SEC  has  done  its  corporate  police-  what  is  accurate  interpretation  and  accurate  emphasis?  Is 
man's  job  well.  But  it  is  continuously  asserting  new  au-  the  SEC  to  determine  how  much  space  is  to  be  given  to 
thority  and  extending  existing  powers  afa  limitless,  alarm-  corporate  information,  what  is  incomplete  or  misleading? 
ing  pace.  Forbes  spends  most  of  its  time  and  content  interpreting 
For  instance,  while  denying  that  the  SEC  contemplates  corporate  information,  particularly  the  footnotes.  Inform- 
regulating  business  reporting,  A.A.  Sommer  Jr.,  a  vocal,  ef-  ing  business  about  businesses  and  businessmen  is  Forbes' 
fective  activist  on  the  Commission,  recently  observed:  primary  business.   So,  too,  for  the   Wall  Street  Journal, 
"I  would  say  the  press  is  a  matter  of  great  con-  Business  Week,  Fortune,  the  business  sections  of  the  news- 

cern  to  us  to  the  extent  that  it  is  the  medium  weeklies.  Each  is  diverse,  each  often  differs  in  emphasis 

through  which  an  awful  lot  of  financial  informa-  and  interpretation. 

tion  is.made  public.  ...  I  think  there  is  a  responsi-  Some  bureaucrat  is  to  orchestrate  us? 

bility  on  the  part  of  the  press  to  accurately  report  The  SEC  needs  a  chairman  who  continues  to  be  a  tough 

and  accurately  interpret  and  accurately  emphasize  and  honest  policeman,  but  one  conscious  of  the  limits  of 

financial  information.  his  power.  Corporate  Full  Disclosure  is  the  SEC's  mission. 

".  .  .  the  whole  system  can  be  substantially  un-  That  is  not  a  mandate  to  run  all  businesses  and  the  press 

dermined  if  the  press  does  not  provide  space  in  coverage  of  them. 

GROOVE  ON  THAT  GAL 

When  that  forceful  dynamo,  Ella  Grasso,  got  herself  Instead  of  decrying  the  plight  and  carrying  out  plat- 
elected  governor  of  Connecticut  she  faced  the  same  def-  form  promises  of  more  benefits,  Mrs.  Grasso  has  whacked 
icit  dangers  that  threaten  to  upend  New  York,  Massa-  away  at  outgo  until  it  now  will  match  income.  As  a  re- 
chusetts  and  other  unbalanced  state  spenders.  suit,  Connecticut  can  and  is  still  able  to  market  bonds. 
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IF  IT'S  ANY  CONSOLATION 

there's  this  to  be  said  for  New  York  City— living  in  it  is 
now  far  less  costly  than  living  in  Amsterdam,  Oslo  or  Kobe. 

HOW  DO  55-YEAR-OLDS  GET  A  JOB? 


How  do  older  people,  put  out  to  pasture  for  reasons 
not  related  to  capability,  get  another  job,  get  a  chance 
to  be  heard,  get  a  chance  to  put  to  work  the  wisdom 
and  accumulated  knowhow? 

The  question  is  oft  asked,  and  such  answers  as  are 
offered  seldom  seem  successful. 

Wrote  one  55-year-old  man,  with  a  wit  not  one  bit 
wide  of  the  mark: 


"I  have  answered  advertisements  galore,  written  letters, 
all  without  success.  Perhaps  I  have  not  been  reaching  the 
'RIGHT'  person.  Obviously,  the  Chairman  of  the  Board 
or  the  President  of  a  conglomerate  with  divisions  that 
are  in  the  red,  would  welcome  someone  such  as  myself. 
BUT— it  seems  impossible  to  reach  anyone  other  than  a 
Personnel  Manager,  who  wouldn't  even  hire  Thomas  A. 
Edison  unless  he  had  a  requisition  for  an  'electrician.' ' 


.. 


186  SCIENTISTS  CALL  ASTROLOGERS  CHARLATANS 

I  didn't  know  that  many  people  took  them  seriously. 
Those  silly  enough  to  heed  astrologers'  readings  and 
writings  indeed  need  whatever  comfort  they  get  from  'em. 

MORE  GOOD  SENSE  FROM  A  GOOD  MAN 
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It's  wondrous  to  behold— the  burgeoning  possibility 
that  Hubert  Humphrey  might  be  the  Democratic  Party's 
Presidential  nominee.  It  was  such  irony  that,  in  his  race 
against  Nixon,  the  Minnesotan  was  skewered  by  some 
misled  young  who  should  have  been  the  most  appreciative 
of  his  long  public  record. 

A  while  ago,  Red  Motley,  chairman  of  Parade,  sent 
Senator  Humphrey  a  Forbes  editorial  expressing  concern 
over  the  funding  of  pension  plans,  both  private  and  public. 

He  replied  with  observations  that  reflect  his  deep  sense 
of  fairness  and  his  usual  common  sense: 

"There  are  far  too  many  mergers  both  at  the  ex- 
pense of  the  consumers  and  the  workers.  You  may 
recall  that  we  had  serious  problems  here  just  a  cou- 
ple of  years  back  concerning  companies  who  sold 


out— merged— and  had  no  pension  rights  for  their 
workers.  A  tragic  example  was  the  Minneapolis  Mo- 
line  Co.  when  it  was  merged  with  White  Motors. 
Better  than  2,000  workers  were  laid  off  and  lost  ev- 
ery dime  of  their  pension. 

"It's  this  sort  of  thing  that  has  to  stop,  and  that's 
why  we  passed  pension  reform  legislation.  I  gather 
that  Representative  Stanley  Enebo  of  Minnesota  and 
my  son  are  concerned  about  what  happens  to  work- 
ers' jobs  when  a  merger  takes  place.  That's  the 
kind  of  representation  this  country  needs.  Too  many 
people  are  being  victimized  today  by  corporate  and 
governmental  practices  that  forget  human  beings. 
I  don't  believe  that  we  ought  to  stop  a  company 
from  selling  or  merging  if  it  doesn't  violate  the 
antitrust  laws,  but  I  do  think  there  has  to  be  con- 
cern as  to  what  happens  to  the  employees.  If  my 
son  were  not  concerned  about  this,  then  I  would 
be  upset." 


For  rear*  Clcnfklrlidi 
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WHAT  DO  YOU  SUPPOSE 

THE  AD  MAN  WAS  DRINKING 

when  he  dreamed  up  this  absurd  limousine  setting? 
At  the  first  bump  or  the  slightest  curve,  every- 
thing, including  the  silver,  bottle,  crystal,  phone 
and  backseat  dummy,  will  be  on  the  floor.  The  slogan 
refers  to  "the  uncommon  man"— I  should  hope  so. 

On  the  other  hand,  isn't  this  rum  ad  great:  a 
stopper-but-pertinent  illustration,  and  copy  that 
pounds  home  its  impactful  point.  Rummy  ranks 
should  swell. 


■■ 


The  Confrontation. 
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THE  HIGH  RATE  OF  DIVORCE 

among  the  country's  young  is  not  an  indication  of  malaise      is  more  in  order  than  pretense.  Hypocrites  are  more  often 
in  the  generation.  Rather,  it's  a  sign  of  sense.  candidates  for  the  Couch  than  those  candidly  recognizing 

If  a  marriage  takes  place  and  doesn't  take,  a  take-out      mistakes. 


THOSE  WHO  TALK  LOUDLY 

are  rarely  listened  to. 
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LISTENING  TO  ADVICE 

often  accomplishes  far  more  than  heeding  it. 

—MALCOLM  S.  FORBES, 

Editor-in-Chief 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Economists 

People  of  the  same  trade  seldom 
meet  together,  even  for  merriment 
and  diversion,  but  the  conversation 
ends  in  a  conspiracy  against  the 
public,  or  in  some  contrivance  to 
raise  prices. 

—Adam  Smith, 
Wealth  of  Nations. 

With  Adam  Smith's  contempt  for 
theoretical  pretense,  his  intense  inter- 
est in  practical  questions,  he  might 
have  had  trouble  getting  tenure  in  a 
first-rate  modern  university. 

—John  Kenneth  Galbraith 
in  Horizon. 

Economists  are  very  much  like  re- 
porters—and as  necessary.  The  best  of 
them  can  tell  you  exactly  where  you 
are,  the  exceptional  ones  can  tell  you 
how  you  got  there— but  none  can  pre- 
dict how  you  go  from  where  you  are 
to  where  you  want  to  get. 

—Theodore  White,  Breach  of  Faith. 

Anachronistic  Strikes 

It  must  have  seemed  self-evident  to 
a  seventeenth-century  French  noble- 
man that  his  outraged  honor  could  be 
defended  only  by  himself  in  a  duel. 
The  idea  that  a  relatively  impartial 
court  could  mete  out  justice  in  such 
vital  matters  would  have  seemed  ab- 
surd. The  same  attitude  underlies  to- 


day's strikes  and,  in  a  few  decades, 
when  labor  arbitration  courts  will 
have  become  as  common  as  other  types 
of  courts,  people  will  be  as  amazed  at 
the  long  and  stubborn  survival  of  the 
strike  as  we  are  at  that  of  the  duel. 
Like  us,  they  will  wonder  how  a 
people  who  thought  of  themselves  as 
enlightened  could  tolerate  such  an 
anachronism. 

—Charles  Issawi, 
Issawi's  Laws  of  Social  Motion. 

The  Soup  Age 

I  asked  her  what  her  boy-friend's 
project  was.  "He  wants  to  do  a  series 
of  enormous  pictures  of  Heinz  soups 
in  fabulous  colours,  so  a  rich  man 
could  have  a  different  soup  in  each 
room  in  his  apartment— say  fish  soup 
in  the  bedroom,  potato  soup  in  the 
dining-room,  leek  soup  in  the  draw- 
ing-room, like  they  used  to  have  fam- 
ily portraits.  There  would  be  these 
fabulous  colours,  all  fauve.  And  the 
cans  would  give  a  sort  of  unity— do 
you  see  what  I  mean?  It  would  be 
kind  of  intimate— you  wouldn't  break 
the  mood  every  time  you  changed 
rooms.  Like  you  do  now  if  you  have 
de  Stael  in  one  room  and  a  Rouault 
in  another." 

The  memory  of  something  I  had 
seen  in  a  Sunday  supplement  came 
back  to  me.  I  said,  "Surely,  somebody 
once  did  paint  a  Heinz  soup  tin?" 

"Not  Heinz,  Campbell's,"  she  said. 


"That  was  Andy  Warhol.  I  said  the 
same  thing  to  Julian  when  he  first 
told  me  of  the  project.  But  Julian  said 
that  wasn't  the  point.  He  said  that 
there  are  certain  subjects  which  be- 
long to  a  certain  period  and  culture. 
Like  the  Annunciation  did.  Botticelli 
wasn't  put  off  because  Piero  della 
Francesca  had  done  the  same  thing. 
He  wasn't  an  imitator.  And  think  of 
all  the  Nativities.  Well,  Julian  says, 
we  sort  of  belong  to  the  soup  age- 
only  he  didn't  call  it  that.  He  said 
it  was  the  Art  of  the  Techno-Struc- 
ture.  In  a  way,  you  see,  the  more  peo- 
ple who  paint  soups  the  better.  It  cre- 
ates a  culture.  One  Nativity  wouldn't 
have  been  any  use  at  all.  It  wouldn't 
have  been  noticed." 

—Graham  Greene, 
Travels  with  My  Aunt. 

What  Else? 

Those  kids  got  nothing  to  do.  No- 
body in  this  town's  got  nothing  to  do 
and  when  you  haven't  got  anything 
to  do,  you  just  hang  around  and  do 
nothing.  See  what  I  mean? 
— Connellsville,  Pa.  citizen's  comment 
in  the  New  York  Times. 

Watch  Those  Toes 

I'm  not  a  Pollyanna.  If  you  step  on 
my  toes  once,  I'll  understand.  But  if 
you  step  on  my  toes  twice,  I'll  be 
obliged  to  punch  you  in  the  nose. 

—Singer  Sylvia  Syms  in  W. 


A  COUNTERPRODUCTIVE 

by  M.  S.  Forbes  Jr. 


TAX 


The  House  Ways  &  Means  Com- 
mittee has  voted  to  eliminate  the 
30%  withholding  tax  on  interest 
and  dividends  paid  to  foreigners. 

A  foreigner  buying  an  American 
bond  yielding  9.5%  now  gets  only 
about  6.5%  after  the  tax.  Not  sur- 
prisingly, the  tax  hasn't  been  much 
of  a  revenue  raiser. 

Witlv  umpteen  $billions  sitting 
abroad  and  with  our  industry  and 
governments  short  of  capital,  that 
tax  is  one  impediment  we  can  do 

without. 

*      *      * 

When  it  goes  bankrupt,  the  first 
priority  of  the  federal  judge  who 
gets  the  ease  should  be  to  rewrite 
New  York  City's  pension  plans. 

New  York  was  done  in  less  by 
its  welfare  largesse,  its  tuition-free 
colleges,  its  toll-less  bridges  than 
by  its  employee  pensions.  In  1965 


the  Big  Apple  paid  $361  million  for 
pensions  and  Social  Security.  Now 
the  bill  is  running  over  $1.2  billion 
and  rising  rapidly.  These  costs,  in 
fact,  would  be  several  hundred 
million  dollars  higher  if  the  pen- 
sion systems  were  properly  fund- 
ed. Even  so,  pensions  are  now  cost- 
ing the  city  more  than  welfare. 

If  New  York  could  somehow  get 
rid  of  its  staggering  debt  burden 
and  could  shuffle  off  onto  the  Fed- 
eral Government  all  of  its  "social 
service"  expenses,  it  would  even- 
tually still  be  done  in  financially  by 
trying  to  make  good  its  lavish 
pension  promises. 

Make  its  pensions  reasonable,  af- 
fordable and  New  York  City  will 
be   given   a   chance   at  regaining, 

ultimately,  solvency. 

*      #      * 

One  way  Uncle  Sam  might  some- 


day save  himself  a  wee  bit  of 
money  would  be  to  cut  down  or 
eliminate  the  "call  protection"  fea- 
ture of  U.S.  Treasury  bonds. 

Call  protection  means  that  an 
issuer  of  a  bond  cannot  recall  it 
(presumably  to  refinance  it  at  a 
lower  interest  rate)  for  a  specified 
period  of  time.  In  the  cise  of  cor- 
porate bonds,  that  period  is  usually 
between  five  and  10  years. 

Yet  Treasury  bonds,  the  safest 
long-term  investment  around,  have 
call  protection  of  20  years  and 
more.  The  Treasury  has  issued  over 
$6  billion  of  bonds  with  coupons 
in  excess  of  8%.  If  long-term  rates 
were  to  drop  1%— and  over  a  20- to- 
25-year  period  they  might— and 
those  issues  were  refinanced,  the 
Government  would  save  several 
hundred  million  dollars  in  interest 
over  the  life  of  the  bonds. 
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The  Mercedes-Benz  450SE. 
Engineered  like  no  other  car  in  the  world* 


The  Mercedes-Benz  450SE  is  a 
pure  combination  of  advanced 
automotive  technology,  en- 
lightened engineering,  safety 
and  craftsmanship. 

And  though  a  host  of  "brand- 
new"  automobiles  have  been  in- 
troduced in  the  past  several 
months,  the  world  has  never 
seen  a  production  sedan  like  it 

On  the  outside,  the  450SE Sedan 
is  not  as  big  as  a  full-sized 
American  luxury  automobile.  The 
only  thing  big  about  this  Mercedes- 
Benz  sedan  is  the  room  inside.  The 
450  SE  is  a  five -passenger  sedan 
with  more  than  seventeen  cubic 
feet  of  trunk  space. 

Many  engineers  agree  that  this 
is  the  shape  and  size  of  the  automo- 
bile of  the  future.  For  some  domes- 
tic manufacturers,  the  future  has  to 
wait  until  at  least  1978.  For  Mer- 
cedes-Benz it's  here  now. 

Aircraft  construction 

The  Mercedes-Benz  450SE  has  no 
separate  body  or  chassis  structure. 
Its  panels  are  fused  into  a  unit  with 
over  6,000  individual  electric  welds. 
This  basic  method  of  construction 
allows  modern  jet  aircraft  to  have 
enormous  strength  and  light  weight. 


The  awards  winner 

The   2975   Motor  Trend  Magazine  Golden 
Wheels  Awards  have  just  been  announced. 

Outstanding  Achieve- 
ment in  Engineering 

Winner:  The  450SE. 
Areas  evaluated:  The  ridel 
handling  relationship;  per- 
formance, e.g.  expressway 
entry,   passing,    hill  climb- 
ing and  stopping;  passen- 
ger capacity  and  comfort; 
ease  of  entry  and  exit  and 
accommodations;  total  en- 
gineering concept  and  qual- 
ity of  execution. 

Outstanding  Achieve- 
ment in  Safety 

Winner:  The  450SE. 
Areas  evaluated:  Avoidance  capability;  brak- 
ing response;  visibility;  innovation;  occupant 
protection. 

Safety  first 

The  structure  of  the  450SE  is  the 
latest  of  Mercedes-Benz  develop- 
ments of  the  patented  rigid  passen- 
ger cell/deformable  extremity  con- 
struction. Both  the  front  and  rear 
extremities  absorb  force  in  the 
event  of  an  impact,  to  help  the 
passenger  cell  remain  intact. 

The  450SE's  gas  tank  is  mounted 
over  the  rear  suspension,  well  in 
from  the  rear  bumper,  and  sur- 


rounded by  steel  bulkheads.  What's 
more,  the  gasoline  filler  neck  has 
been  designed  to  pinch  itself  closed 
in  the  event  of  impact. 

Unlike  all  domestic  sedans 
which  continue  to  have  the  same 
basic  wagon-type  rear  axle  they 
have  had  for  decades,  the  suspen 
sion  of  a  450SE  is  fully  independ 
ent.  This  system  is  completely  dif 
ferent  and  allows  the  standard  steel 
belted  radial  tires  to  stay  mated  to 
the  road  where  they  belong. 

Mercedes-Benz  goes  to  great  ex 
pense  and  effort  to  initiate  new  sus- 
pension developments.  They  can 
spell  the  difference  between  acci- 
dent and  incident. 


Lasting  value 

One  final  thought.  Today,  when 
more  than  ever  before,  everyone  id 
searching  for  lasting  value,  a  Mer< 
cedes-Benz  450SE  has  much  td 
offer  you.  Mercedes-Benz  has  the 
best  resale  value  of  any  make  of  car 
sold  in  America.  Any  one.  And  the 
450SE  is  pure  Mercedes-Benz. 

A  unique  driving  experience 
awaits  you  at  your 
Mercedes-Benz  Dealer's. 
Call  him  today.  Test 
drive  the  450SE. 


The  Politics 
Of  Austerity 


Forbes 


The  politicians  know  its  time  has  come,  but  will 
the  public  accept  the  consequences? 


There  is  a  new  political  rhetoric 
blowing  in  the  breeze,  full  of  phrases 
like  "drawing  the  line"  and  "fiscal  re- 
sponsibility." Conservatives  wrote  the 
speeches  first.  But  now  liberals,  too, 
are  furrowing  their  brows  and  mouth- 
ing the  lines— like  old  men  with  den- 
tures trying  to  eat  apples. 

The  politicians  are  beginning  to 
boast  about  how  much  they  are  sav- 
ing you  rather  than  how  much  they 
are  doing  for  you.  It's  good-bye, 
Great  Society.  Hello,  Austerity. 

In  California,  newly  elected  Gov- 
ernor Edmund  (Jerry)  Brown  Jr.  tells 
his  constituents  to  "lower  their  expec- 
tations." Connecticut's  new  governor, 
Ella  Grasso,  calls  her  $1.46  billion 
budget  "lean  and  efficient"  as  well  as 
humane— with  the  emphasis  on  lean 
and  efficient.  In  Washington,  Senator 

The  Guru  Of  Austerity 

The  politics  of  austerity  already 
has  its  guru;  men  like  California  Gov- 
ernor Jerry  Brown  quote  him.  The 
guru  is  a  British  economist  named 
Ernest  F.  Schumacher,  who  has  writ- 
ten an  influential  book  called  Small 
Is  Beautiful,  and  drolly  subtitled 
Economics  As  If  People  Mattered. 
Schumacher  has  a  message  for  poli- 
ticians: "The  central  government  is 
the  most  efficient  agency  for  the  col- 
lection of  money  and  the  most  ineffi- 
cient for  spending  it." 

Thoreau  wrote  in  a  similar  vein 
more  than  a  century  ago  and  Mahat- 
ma  Gandhi  in  more  recent  times. 
Schumacher's  updating  of  their  mes- 
sage has  won  a  respectful  hearing, 
not  only  from  intellectuals  but  from 
practical  people  as  well. 

"The  modern  economist,"  he  writes, 
"is  used  to  measuring  the  'standard 
of  living'  by  the  amount  of  annual 
consumption,  assuming  all  the  time 
that  a  man  who  consumes  more  is 
'better  off'  than  a  man  who  consumes 
less.  A  Buddhist  economist  would 
consider  this  approach  excessively  ir- 
rational: Since  consumption  is  merely 
a  means  to  human  well-being,  the 
aim  should  be  to  obtain  the  maxi- 
mum of  well-being  with  the  minimum 
of  consumption."  Small  is  beautiful. 

Bear  in  mind  that  Schumacher  is 
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Edmund.  Muskie  (Dem.,  Me.)  rails 
against  mammoth  spending  and  big 
unresponsive  government. 

The  speeches  "play  well,"  as  the 
politicians  put  it.  But  there  is  a  time 
when  the  rhetoric  stops  and  the  facts 
of  life  begin.  That  is  usually  a  minute 
or  two  after  the  TV  cameras  leave. 

Unfortunately,  the  action  hasn't 
matched  the  rhetoric— so  far. 

Take  Governor  Brown,  who  is  now 
considered  a  Presidential  contender 
after  only  11  months  in  office.  He  has 
been  getting  great  publicity.  First,  he 
refused  to  move  into  the  $1.3-million 
Governor's  Mansion  his  "tight-fisted" 
predecessor  Ronald  Reagan  had  built 
for  himself;  Brown  took  a  studio 
apartment  instead.  The  press  called 
him  "ascetic." 

Then   Brown   shocked   the   liberals 


who  elected  him  by  attacking  a  school 
lunch  bill.  But  after  that  publicity 
died  down,  he  signed  the  $9.5  mil- 
lion bill— and  even  praised  it. 

But  what  liberals  like  Brown  are 
doing— talking  one  way  and  acting  an- 
other—is not  very  different  from  what 
their  conservative  opponents  have 
done.  Some  of  our  most  eminent  con- 
servatives have  made  the  act  of  run- 
ning two  ways  at  once  an  art  form. 

Brown's  predecessor  Reagan  is  a 
prime  example.  "We  are  going  to 
squeeze  and  cut  and  trim  until  we 
reduce  the  cost  of  government,"  said 
Reagan  during  his  1967  inaugural  ad- 
dress. His  first  move  was  to  cut  all 
agency  budgets  10%.  Then  he  signed 
a  budget  that  was  10%  higher  than 
his  predecessor's.  During  his  eight- 
year  term  he  doubled  the  budget  and 


no  drippy  hippy,  though  his  philoso- 
phy echoes  "counterculture"  themes. 
He  was  an  adviser  to  the  British  Con- 
trol Commission  that  blueprinted  Ger- 
many's postwar  reconstruction.  He 
also  spent  20  years  making  practical 
decisions  as  chief  economist  for  the 
National  Coal  Board. 
•  Interviewed  in  Houston  during  his 
recent  cross-country  speaking  tour,  he 
told  Forbes  that  his  philosophy  began 
to  evolve  after  he  went  to  Burma  in 

Economist  Schumacher 


the  Fifties  as  economic  adviser  to  the 
Prime  Minister.  "Naturally  I  had 
looked  at  the  statistics,"  he  recalls, 
"and  I  found  that  Burma  was  one  of 
the  poorest  countries  in  the  world 
with  a  per-capita  income  of  $50.  Be- 
ing totally  ignorant,  I  said  I  am  going 
to  meet  poverty  as  I've  never  seen 
before.  What  did  I  find?  The  hap- 
piest people  I'd  ever  seen;  well-fed, 
beautifully  dressed,  living  in  houses 
that  were  suited  to  the  climate." 

The  lesson,  he  says,  applies  to  the 
industrialized  countries  too.  Schu- 
macher asks:  "If  we're  so  rich,  why 
aren't  we  happy.  .  .  ?"  He  adds  that 
doing  meaningless  work  to  afford  "the 
good  life"  is  absurd.  It's  like  financing 
happiness  with  a  loan  shark. 

We  have  to  stai1:,  he  says,  by 
realizing  that  we  can't  keep  living 
off  the  air,  water  and  resources  that 
nature  gave  us.  He  says  we  now 
treat  resources  as  if  they  were  re- 
placeable; they  aren't.  In  accountant's 
terms,  we  are  living  off  our  capital, 
and  treating  it  as  if  it  were  income. 

Schumacher  may  prove  to  be  the 
missing  link  between  the  message  of 
the  counterculture  and  the  practical 
politicians,  as  this  nation  and  the 
world  face  up  to  the  fact  that  there 
isn't  enough  of  everything  to  give 
every  man  what  he  thinks  he  wants. 
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looned  the  per-capita  tax  load 
from  $426  a  year  to  $768.  So  much 
Reagan's  trimming  and  cutting. 

Down  in  Alabama,  during  George 
Wallace's  13-plus  years  of  power, 
Federal  contributions  in  the  form  of 
highway  and  Health,  Education  & 
Welfare  grants  increased  from  5%  of 
the  state  budget  to  28%  today.  Wal- 
lace may  sneer  at  federal  spending, 
but  he  hasn't  turned  down  a  penny. 

And  how  about  Senator  Barry 
Goldwater  (Rep.,  Ariz.)?  He's  op- 
posed to  big  budgets,  except  for  de- 
fense budgets.  One  of  his  pet  projects, 
the  Air  Force  B-l  bomber,  is  going  to 
cost  taxpayers  some  $15.5  billion, 
and  a  number  of  critics  say  we  don't 
even  need  the  plane. 

Or  take  Vice  President  Rockefeller. 
In  a  televised  interview  the  day  after 
President  Ford  had  lowered  the  boom 
on  New  York  City,  he  was  shaken 
when  he  learned  that  Rocky  had  co- 
signed  every  one  of  the  city's  profli- 
gate union  contracts.  Within  days, 
Rocky  announced  that  he  would  not 
run  with  Ford  next  year. 

The  list  could  go  on  and  on. 

The  only  recent  American  politi- 
cian to  really  bite  the  economy  bullet 
is  New  York's  Mayor  Beame— and  he 
had  a  pistol  to  his  head. 

The  politicans  don't  deserve  all  the 
blame.  They  are  only  doing  what  the 
public  wants.  For  the  public— includ- 
ing business— talks  one  way  and  acts 
another.  Lloyd  Free,  author  of  the 
acclaimed  The  Political  Beliefs  of 
Americans,  says  that  numerous  polls 
confirm  that  voters  are  ideological 
conservatives  and  operational  liberals. 

"I  get  two  clear  messages  from  my 
constituents,"  says  freshman  Senator 
Gary  Hart  (Dem.,  Colo.).  "One,  the 
government  is  too  big;  two,  we  want 
your  help  in  getting  something  from 
the  government."  What  the  public  is 
saying  is  that  they  want  limited  gov- 
ernment, all  right;  they  want  it  lim- 
ited to  their  special  interests. 

There  are  a  few  hopeful  signs, 
though.  With  people  beginning  to  call 
his  state  "the  next  New  York,"  Mas- 
sachusetts Democratic  Governor  Mi- 
chael Dukakis,  another  reformed  lib- 
eral, has  slashed  his  budget  25%  in 
real  terms.  And  in  Washington,  Con- 
gress just  cut  $4.1  billion  from  the 
President's  proposed  defense  authori- 
zation bill. 

In  his  refusal  to  bail  out  New  York, 
President  Ford  has  done  the  popular 
thing.  But  will  the  voters  of  Alabama 
and  Oregon  and  Missouri  rejoice  with 
equal  fervor  if  the  cuts  come  to  them? 

If  the  entire  public  won't  accept  at 
least  relative  austerity,  then  there  is 
no  point  blaming  the  politicians— 
either  of  the  left  or  of  the  right-for 
fiscal  disaster.   ■ 
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he  Golden  Racket 


Did  Chessie's  president  really  "resign"? 


Saturday,  Oct.  18  was  going  to  be 
a  special  day  for  Chessie  System 
President  John  Hanifin.  That  evening, 
during  an  elaborate  bash  at  the  com- 
pany's swank  Greenbrier  resort,  Hani- 
fin  was  slated  to  receive  a  golden  tern 
nis  racket.  The  occasion  was  the  in- 
auguration of  the  Greenbrier's  indoor 
sports  complex. 

Jet-set  designer  Pauline  Trigere 
showed  up  for  the  extravaganza.  So 
did  society  chronicler  Eugenia  Shep- 
pard,  tennis  star  Billy  Talbert,  retired 
General  Maxwell  Taylor  and  100  oth- 
er guests,  flown  in  and  feted  at  the 
West  Virginia  resort  for  four  days 
at  Chessie  s  expense.  "It  was  a  real 
spread,"  a  socially  prominent  South- 
erner bubbles. 

But  the  host  himself  never  made 
it.  Instead  of  the  golden  tennis  rack- 
et, he  received  a  golden  handshake. 
That  afternoon  Chessie's  board  of  di- 
rectors held  their  own  get-together 
for  Hanifin  and  accepted  his  resig- 
nation. In  other  words,  they  forced 
him  out. 

All  Chessie  officials  and  Hanifin 
will  say  is  that  he  departed  "to  pur- 


If  Bob  Rich  has  his  way,  cows  will  end  up  in  the  zoo. 


Next  time  you're  on  an  airplane, 
take  a  look  at  the  "cream"  you  get 
with  your  coffee.  Chances  are  good 
it's  not  cream  at  all,  but  a  private- 
label  version  of  Coffee-Rich,  a  vege- 
table-oil-based creamer  made  by  Rich 
Products  Corp.  of  Buffalo,  N.Y. 

"Someday  you  may  have  to  go  to 
the  zoo  to  see  a  cow,"  quips  the  com- 
pany's contented  founder,  Robert  E. 
Rich  Sr.,  62.  "Our  products  aren't 
just  imitations;  they're  functionally  su- 
perior." Made  from  soybean  or  other 
oils  and  various  chemicals  and  sold 
frozen,  they  won't  curdle,  separate  or 
sour  even  weeks  after  thawing.  Be- 
sides being  cheaper  to  begin  with, 
they  save  money  on  spoilage  and 
refrigeration. 

Rich  chanced  on  the  idea  way  back 
in  1945,  when,  as  a  War  Food  Ad- 
ministration official,  he  heard  of  the 
George  Washington  Carver  Institute's 
efforts  to  develop  soy  substitutes  to 
counter  wartime  dairy  shortages.  He 
took  the  idea  back  with  him  to  his 
family's  Buffalo-based  dairy  business, 


sue  an  independent  career  in  the  in- 
ternational energy  field."  Naturally, 
there's  more  to  the  storv  than  that. 
There  usually  is. 

Hanifin's  rise  to  power  at  the  $1.3- 
billion  (revenues)  railroad  holding 
company  was  something  of  a  surprise. 
In  1971,  after  23  years  with  the  Cleve- 
land-based Chessie,  he  was  third 
from  the  top  in  the  25-man  legal 
department.  A  mere  two  years  later 
he  was  president.  That  was  quite  a 
leap,  to  say  the  least. 

Hanifin's  angel  was  Chairman  Ha\s 
Watkins,  who  at  49  is  five  years  his 
junior.  As  associates  tell  it,  Wat- 
kins,  a  smart,  tightfisted  and  aus- 
tere "bean-counter"  accountant  from 
rural  Kentucky,  admired  Hanifin's 
athletic  good  looks  and  "preppy" 
background.  Watkins  also  liked  the 
University  of  Virginia  graduate's  self- 
confidence;  Hanifin  played  the  role 
of  top  executive  very  well.  Up  the 
corporate  ladder  he  went. 

But  shortly  after  Hanifin  became 
president,  rumors  spread  about  "ten- 
sion" between  the  two  men.  At  first, 
insiders    figured    the    rift    was    over 


and  refined  it  with  a  research  team. 
Eventually  he  sold  the  family  dairy 
to  Dairylea.  "We  already  knew  the 
cow  was  a  pretty  poor  economic  crea- 
ture," he  says.  "The  supply  is  unre- 
liable and  the  quality  varies.  Besides, 
milk  is  susceptible  to  bacteria,  and 
it's  87%  water— very  inefficient." 

Rich's  Whip  Topping,  probably  its 
most  famous  product,  is  sold  as  a 
frozen  concentrate  or  in  ready-to-use 
form  to  schools,  hospitals,  restaurants 
and  bakers.  It  can  keep  indefinitely 
frozen,  thus  allowing  for  nationwide 
distribution  in  Rich's  fleet  of  51  re- 
frigerated trucks.  Rich  Products  also 
sells  frozen  eclairs,  cream  pulls  and 
a  number  of  other  items  that  dominate 
the  frozen  "nondairy"  business,  and  its 
Coffee-Rich  competes  against  the 
$147-million  powdered  milk  and 
cream    substitute   business. 

Rich  Products,  still  private!) 
owned,  is  doing  $100  million  a  year. 

Are  the  substitutes  as  "good"  BJ 
milk?  "We  make  no  nutritional  claims 
for   our   products,"    Rich    sa\s    firml) 
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Out,  But  Not  Down.  Former  Chessie 
President  John  Hanifin  had  a  tight 
contract:  He'll  get  his  $200,000 
salary  next  year  and  then  a  $100,000 
lifetime  pension.  He's  only  54. 


Chessie's  possible  acquisition  of  the 
Erie-Lackawanna  as  a  part  of  the 
Northeast's  rail  reorganization.  Hani- 
fin  opposed  taking  on  any  new  risk, 
while  Watkins  was  more  openmind- 
ed.  However,  there  was  considerably 
more  involved:  A  friend  says  Wat- 
kins  began  to  feel  that,  except  for  his 
regal  style,  Hanifin  wasn't  making  much 
of  a  contribution  toward  the  opera- 
tion of  the  business. 

Under  other  circumstances,  that 
would  have  caused  no  serious  prob- 
lems. But  as  Watkins  became  increas- 
ingly disenchanted  with  Hanifin,  the 
self-confidence  that  formerly  appealed 
to  Watkins  now  irked  him.  In  addi- 
tion, Hanifin  apparently  antagonized 
the  aged  Cyrus  Eaton,  who,  though 
ousted  two  years  ago  as  chairman,  is 
still  on  Chessie's  board. 

Do  It  Up  Brown 

A  tennis  enthusiast,  Hanifin  en- 
couraged the  board  to  spend  an  esti- 
mated $2  million  for  courts  and  re- 
lated redecoration  at  the  Greenbrier— 
an  investment  that  might  or  might 
not  justify  its  expense  in  these  days 
of  tight  money.  Another  Hanifin- 
backed  project  was  the  lavish  renova- 
tion of  Chessie's  executive  dining 
suite,  built  by  the  Van  Sweringen 
brothers  in  the  Twenties  when  they 
controlled  the  railroad.   Besides   hav- 


ing porcelains  converted  to  lamp 
bases,  Hanifin  made  trips  to  New 
York  to  consult  personally  with  dec- 
orators. Wherever  he  went,  in  the  U.S. 
or  on  frequent  trips  abroad,  the  rail- 
road president  traveled  like  a  king- 
usually  in  Chessie's  new  $5-million 
corporate  jet.  Says  the  executive  of 
a  local  company:  "It  was  a  real  scan- 
dal at  a  time  when  most  railroads 
were  cutting  back."  Outsiders  who 
knew  of  Hanifin's  regal  trappings 
began  referring  to  him  as  "Pope 
John."  They  dubbed  the  Greenbrier 
tennis  complex  "Hanifin  Hall." 

Watkins,  associates  say,  decided 
Hanifin  had  to  go.  Watkins  found  a 
ready  ally  in  Cyrus  Eaton,  still  active 
at  91,  and  Chessie's  biggest  stockhold- 
er, with  230,000  shares. 

For  the  record,  the  railroad  says 
only  that  Hanifin  resigned.  ("We're 
very  pleased  with  the  tennis  courts," 
an  executive  volunteers.)  But  except 
for  the  press,  no  one  with  any  knowl- 
edge of  the  situation  swallows  the 
official  story. 

With  Hanifin  gone,  Watkins— now 
both  chairman  and  president— is  clear- 
ly on  top  at  Chessie.  But  that's  noth- 
ing new.  As  he  told  a  group  of  officers 
after  Hanifin's  earlier  promotion:  "He 
may  be  president,  but  I'm  still  the 
boss."  With  that  goes  the  power  to 
hire— and  fire.  ■ 


"Though  actually  they  are  very  val- 
uable for  people  allergic  to  milk." 
Basically  he  sells  economics,  not  nu- 
trition. The  vegetable-oil-based  prod- 
ucts lack  many  of  the  minerals  and 
vitamins  of  real  milk  and  cream,  al- 
though they  are  also  low  in  polyun- 
saturated fats.  Calorie  counts  are 
similar  to  those  of  the  competing 
milk  products. 

Having  made  a  dent  in  the  $11- 
billion  milk  business,  Bob  Bich  is  now 
taking  on  the  bakers.  He  is  launching 
a  new  product:  frozen  dough.  The 
freezing  technology  is  related— if  more 
difficult— and  Bich's  researchers  have 
mastered  it.  By  using  frozen  dough, 
a  small  bakery  can  more  readily  tailor 
its  output  v- to  demand— coffee  cakes 
and  rye  bread  one  day,  doughnuts 
and  cupcakes  the  next.  And  a  house- 
wife can  bake  without  the  fuss  and 
muss  of  mixing  dough. 

Bich  is  making  a  special  pitch  to 
supermarkets.  It  is  well  known  that 
the  smell  of  fresh  bread  is  a  great 
come-on  for  the  customers.  Using  Bich 
dough,  the  stores  can  make  bakery 
products  in  small  batches  right  on  the 
spot.  Bich  even  operates  two  "Bake- 
Off  Techs":  one  in  Fresno,  Calif.,  one 
in  Appleton,  Wis.  There  grocery  em- 
ployees can  learn  how  to  operate  a 


small  in-store  bakery  without  the 
heavy  labor,  capital  and  inventory  ex- 
penses of  a  from-scratch  bakery. 

"Most  housewives  no  longer  enjoy 


Rich  of  Rich  Products 


the  shopping  tour,"  says  the  canny 
Bich.  "What  we're  offering  is  not  just 
the  fresh  bread  and  sweet  things,  but 
the  whole  bakery  aroma  and  the  chef 
in  his  tall  white  cap."  Almost  1,500 
"bakers"  have  graduated  from  the 
"Bake-Off  Techs,"  and  Bich  Prod- 
ucts' frozen  dough  sales  have  jumped 
from  a  little  over  $3  million  in  1971 
to  $25  million  this  year. 

With  ideas  that  successful,  Bich 
sees  no  need  to  go  public.  He  intends 
one  day  to  hand  over  to  his  son, 
Bobert  Jr.,  now  34  and  vice  president 
of  sales  and  marketing.  As  owner  of 
a  private  company,  Bich  can  follow 
his  personal  whims.  "Every  man  should 
be  able  to  have  his  c  ra  golf  course," 
he  says,  and  he  has  his:  the  Palm 
Beach  National  Golf  &  Country  Club, 
acquired  as  a  wholly  owned  subsid- 
iary in  1969.  He  has  also  pledged 
$1.5  million  of  the  company's  mon- 
ey (to  be  paid  over  the  next  25 
years)  for  the  right  to  name  Buf- 
falo's new  football  stadium  after  him- 
self. In  a  way,  that's  business,  too. 
Already  60  million  paper  cartons  of 
Coffee-Bich  with  a  side  panel  telling 
the  Bich  Stadium  story  have  been  dis- 
tributed. The  cow  may  not  be  on  the 
way  out,  but  Bich  Products  is  cer- 
tainly here  to  stay.  ■ 
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Brother,  Can  You  Spa! 


It's  still  possible  to  raise  money  to  start  a  new  busin 

but  the  terms  will  be  tough  and  your  idea  had  better  be  a 

one.  Venture  capital  is  no  longer  a  game  that  everyone  can  \ 


Money  is  still  available  for  people 
who  want  to  start  a  business,  but  not 
much  of  it.  And  the  terms  are  tough. 

It  isn't  the  recession:  Corporate 
profits  are  still  high,  and  there  is  mon- 
ey around.  A  big  problem  is  the  stock 
market.  People  with  money  can  buy 
into  solid,  established  companies  at 
four  to  six  times  earnings  and  at  a 
fraction  of  book  value;  why  risk  their 
capital  in  something  new? 

According  to  Venture  Capital,  698 
new  issues  of  smaller  companies  came 
out  in  1969  for  $1.4  billion.  Last  year 
there  were  nine  for  $16  million.  This 
year  may  be  worse  than  1974. 

The  biggest  setback  to  financing  a 
new  business  comes  from  the  difficul- 
ty of  second-stage  financing.  In  the 
past  an  entrepreneur  would  get  some 
backing,  hang  up  his  shingle,  and 
once  the  business  looked  viable  he 
could  sell  stock  to  a  broader  public 
in  order  to  expand.  No  more.  Today, 
even  if  you  can  sell  shares  in  new 
companies,  the  price/ earnings  ratios 
will  be  so  low  and  the  dilution  so 
high  that  the  cost  of  expansion  be- 
comes prohibitive.  Take  the  case  of 
James  River  Corp.,  a  manufacturer  of 
specialty  paper  products.  In  1968 
Citicorp  backed  a  team  of  experi- 
enced papermen  to  start  the  compa- 
ny, and  James  River  was  so  success- 


ful that  it  will  gross  $70  million 
this  year.  However,  its  shares  sell 
over  the  counter  at  only  seven  times 
last  year's  earnings.  At  this  price 
James  River  cannot  afford  to  raise 
equity  capital  for  expansion  and 
Citicorp  cannot  afford  to  take  any 
of  its  money  out.  "This  is  our  blue 
chip,  our  triumph,"  complains  Citi- 
corp's Vice  President  Russell  L.  Car- 
son, "but  if  we  did  want  to  sell  our 
position,  we  probably  couldn't.  A  big 
trading  day  for  James  River  is  500 
shares."  T.  Walton  Storm,  head  of 
General  Electric's  venture-capital  ac- 
tivities, adds:  "At  current  market  val- 
uations, we  couldn't  even  liquidate 
our  portfolio  for  what  we  put  into  it." 

Under  the  circumstances,  many  en- 
trepreneurs are  asking:  Why  bother 
to  start  a  company  if  you  can't  get 
the  money  to  expand  it?  By  the  same 
token,  a  good  many  venture  capitalists 
are  so  locked  into  older  investments 
that  they  cannot  back  new  ones. 

Many  a  dream,  therefore,  remains 
just  that— a  dream.  Many  people  who 
once  dreamed  of  independence  and 
wealth  are  settling  for  a  regular  pay- 
check. "The  insecurity  generated  by 
the  current  environment  has  eroded 
the  confidence  of  most  potential  en- 
trepreneurs," says  David  J.  Dunn,  a 
managing    partner    at    a    San    Diego 


venture-capital  firm,  Idanta  Partners. 

And  yet,  as  the  vignettes  on  the 
following  pages  indicate,  new  com- 
panies are  getting  financed. 

They  are  getting  financed,  however, 
on  terms  that  are  a  good  deal  less 
favorable  to  the  founders  than  was 
true  a  half  decade  ago.  One  of  the 
founders  of  Canada's  Pop  Shoppes  In- 
ternational sold  out  for  a  mere 
$300,000;  his  cofounder  owns  only 
6%  of  the  stock  and  faces  further  dilu- 
tion. To  get  more  money,  the  founders 
often  must  give  up  control. 

The  risk  element,  too,  has  multi- 
plied. Not  only  are  there  no  specula- 
tors and  suckers  around  to  take  the 
original  backers  out  at  a  profit,  the 
investments  involved  have  greatly  in- 
creased, too.  San  Francisco's  Arthur 
Rock,  one  of  the  venture-capital  stars 
of  the  Sixties  (Scientific  Data  Sys- 
tems, Teledyne),  recalls  that  SDS  de- 
livered its  first  computer  after  nine 
months  and  less  than  $1  million.  Am- 
dahl, a  Sunnyvale,  Calif,  computer 
firm,  took  four  years  and  more  than 
$100  million  to  deliver  its  first  com- 
puter (see  p. 24). 

With  the  stakes  so  high  and  the 
risks  so  great,  the  remaining  players 
will  no  longer  go  for  a  nice  little 
company  with  limited  prospects.  Un- 
less the  company  has  the  potential  of 


The  Return  Of  Nickel  Pop 


If  you  think  startups  are  hard  to 
launch  in  the  U.S.A.,  look  north:  No 
sizable  Canadian  company  went  pub- 
lic in  1974.  Excluding  the  $145-mil- 
lion  issue  by  the  government's  Can- 
ada Development  Corp.,  no  sizable 
privately  controlled  company  has 
made  it  in  1975— so  far.  But  before 
1975  is  over,  Merrill  Lynch  swears 
it  will  raise  S5  million  in  equity  for 
Toronto's  Pop  Shoppes  International. 

Pop  Shoppes  is  a  so-called  "ma- 
ture" startup,  a  going  concern  facing 
what  management  sees  as  explosive 
growth.  It  badly  needs  equity  capi- 
tal. It's  about  the  only  kind  of  deal 
investors  and  underwriters  will  touch 
today;  no  gambles  on  something  new. 

Pop  Shoppes  is  one  of  those  bril- 
liantly simple  ideas  from  which  for- 
tunes are  made.  Two  Canadians  in 
their  mid-30s,  Jack  Gray  and  J.  Gary 
Shaw,  owned  a  small  soft-drink  bot- 


tling plant  in  North  Bay,  Ontario. 
Problem:  How  could  they  compete 
with  the  Coca-Colas  and  PepsiCos 
and  Canada  Drys?  Solution:  Get  rid 
of  the  biggest  single  cost— distribution. 
Get  the  customers  to  come  to  the 
plant.  The  customers  get  cheaper  soft 
drinks;  you  get  more  customers.  Gray 
and  Shaw  put  an  attractive  storefront 
on  their  little  plant,  and  business 
boomed.  In  1969  Pop  Shoppes  did 
$250,000.  Shaw  and  Gray  licensed 
several  other  new  small  plants  and 
satellite  stores.  In  1971  they  did  $1.5 
million.  This  year  the  company,  now 
Canada-wide,  should  do  $27  million 
and  earn  $1.5  million  after  taxes. 

To  finance  this  fast  expansion,  the 
company  turned  in  1972  to  a  venture- 
capital  firm  that— with  backing  from 
the  Canadian  government— was  try- 
ing to  help  new  Canadian  ventures  re- 
main  under   local    control.    The   ven- 


ture-capital firm  liked  what  it  saw  and 
put  in  $1  million  for  86%  of  the  stock. 
Soon  afterward,  the  venture  firm's 
young  vice  president,  Bruce  M.  West- 
wood,  joined  Pop  Shoppes  as  presi- 
dent and  chief  executive  officer.  He 
was  discouraged  with  venture  capi- 
tal. Says  he:  "Out  of  any  ten  venture- 
capita]  investments,  five  die,  four  be- 
come the  living  dead  and  one,  only 
one,  has  real  promise.  That  was  Pop 
Shoppes."  After  the  35-year-old  West 
wood  came  Michael  Young,  who  now 
heads  Pop  Shoppes  of  America.  It 
was  \\  estwood  and  Young  who  lifted 
the  company  into  the  big  time;  but 
along  the  way,  the  company  lost  oik 
of  its  two  founders.  Jack  Gray  quit 
and  sold  his  stock  because  of  a  clash 
with  Westwood.  (The  other  found  I 
Shaw,  is  now  head  of  the  Canadian 
subsidiary. ) 

Having   conquered   Canada,   West 
wood   is   hurrying  to  crack   the   U.S. 
"We've  got  to  get  there  first.  It  wasn't 
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growing  fairly  quickly  to  $100  million 
in  revenues,  it  has  no  chance  of 
ever  getting  public  money.  Those  few 
ventures  that  get  past  the  starting 
line,  therefore,  could  have  a  mighty 
impact.  Thus  Federal  Express  aims  to 
dominate  small-package  air  freight. 
Telenet  wants  to  become  the  busi- 
nessman's data  phone  system.  Pop 
Shoppes  means  to  take  a  big  chunk 
out  of  Coke's  and  Pepsi's  hides.  Sey- 
mour Cray  aims  at  building  the 
world's  fastest  computer.  Amdahl  is 
aiming  at  a  global  confederation  get- 
ting 20%  of  the  world's  large  business 
computer  market,  at  the  expense  of 
International  Business  Machines. 

In  spite  of  the  obstacles,  the  energy 
field,  where  the  potential  runs  into 
the  billions,  is  getting  a  good  deal  of 
the  attention  today.  The  Rothschild- 
backed  venture-capital  firm,  New 
Court  Securities,  is  backing  Geomet, 
which  has  a  new  technology  for  find- 
ing uranium  ore.  Arthur  Rock  is  into 
geothermal  heat  power.  Mobil  is 
helping  finance  work  on  a  steam  auto. 

The  order  of  the  day  in  venture 
capital  then  is:  Think  big  and  don't 
look  for  fast  profits  or  a  quick  stock 
market  takeout.  Corporate  venture 
capital  is  now  considered  as  a  new 
kind  of  research  and  development. 

There  has  been  a  good  deal  of 
moaning  about  how  the  decline  in 
venture  capital  and  in  new  company 
formation  is  bad  for  the  free-enter- 
prise system;  that  it  is  now  difficult, 
if  not  impossible,  for  new  companies 


to  challenge  the  old  ones;  that  new 
ideas  can  no  longer  get  a  hearing. 

But  the  case  histories  that  follow 
show  this  is  not  so.  If  you  want  to 
start  another  company  simply  because 
you  would  like  to  be  your  own  boss, 
forget  it.  Ditto  if  you  want  to  copy 
someone  else's  idea  with  a  me-too. 
But  if  you  have  an  idea  you  think 
can  change  the  world— and  can  artic- 
ulate your  idea— the  chances  are  that 
the  financing  will  be  available. 

Modest  Expectations 

If  you  are  possessed  with  such  an 
idea,  you  will  have  to  resign  yourself 
to  getting  a  smaller  piece  of  the  ac- 
tion than  a  few  years  ago.  You  may 
even  end  up  thrown  out  of  your  own 
company.  So,  what's  new?  In  his  ac- 
count of  the  founding  of  AT&T  {see 
p.  87),  Author  John  Brooks  tells  how 
the  men  who  founded  and  financed 
AT&T  changed  the  world,  but  none 
of  them  got  very  rich  doing  so.  It  took 
many  a  capital  infusion  and  J.P.  Mor- 
gan's master  hand  to  put  AT&T  on  a 
sound  basis;  by  then  the  original 
principals  were  long  gone. 

What  we  are  saying  is:  Starting 
new  companies  is  not  as  easy  as  it 
sounds.  Making  them  work  is  harder 
and  rarer  still. 

There  still  is— and  probably  always 
will  be— backing  for  really  strong 
ideas,  because  people  with  capital 
need  entrepreneurs  and  visionaries  as 
badly  as  the  entrepreneurs  and  vision- 
aries need  them.  How  do  you  think 


the  Rockefellers  stay  as  rich  as  they 
do?  The  same  way  that  the  Hunts 
and  the  Watsons  are  trying  to  stay 
rich.  That  is,  by  looking  for  another 
business  that  will  be  potentially  as 
great  as  the  one  that  made  them  rich 
in  the  first  place.  This  is  why  the 
heirs  of  some  railroad  magnates  have 
remained  rich  even  when  the  rail- 
roads have  long  since  lapsed  into 
bankruptcy;  you  get  rich  on  today's 
business,  you  stay  rich  on  tomorrow's. 

There  is  talk  these  days  that  the 
tax  laws  should  be  reformed  to  make 
venture  capital  more  attractive.  This 
would  help,  but  taxes  are  not  the 
biggest  question.  That  is:  How  many 
really  worthwhile  ideas  are  there  in 
the  first  place?  Money  can  finance 
ideas.  It  cannot  create  them.  How 
many  Xeroxes  and  Polaroids  came  out 
of  the  great  new-issue  booms  of  the 
Fifties  and  Sixties?  Not  many.  And 
how  many  small  investors  in  new-is- 
sue stocks  ended  up  with  their  shirts 
still  on  their  backs?  Not  many. 

Says  venture  capitalist  Louis  Marx 
Jr.:  "If  you  are  already  wealthy,  you 
are  in  a  better  position  than  almost 
ever  before  to  make  money."  It's  un- 
fortunate that  venture  capital  is  a 
game  only  for  the  very  rich,  but  it  is. 
Besides  a  few  corporations,  only  they 
can  afford  the  risk;  have  the  talent 
needed  to  weigh  the  risk;  and  can 
wait  years  for  a  pay-off. 

Venture  capital  certainly  isn't  dead 
—thank  goodness!  You  can't  call 
"dead"  a  business  that  is  helping 
mount  attacks  on  some  of  our  biggest 
corporations.  What  has  changed  is 
that  venture  capital  no  longer  mas- 
querades as  a  game  that  the  little  fel- 
low can  play.   ■ 


Bruce  M.  Westwood 


the  idea,  but  aggressive  expansion 
that  made  McDonald's  and  Kentucky 
Fried  Chicken  what  they  are  today." 
That's  why  Westwood  is  prepared  to 
accept  some  dilution  of  equity  by  sell- 
ing stock  in  {his  skeptical  market. 

Pop  Shoppes  already  has  12  U.S. 
stores,  mainly  in  the  Southwest  and 
Far  West.  It  plans  to  open  25  more  in 
the  next  two  years.  Westwood  thinks 
people  in  the  U.S.  are  as  anxious  to 
save  money  as  are  people  in  Canada. 

Pop   Shoppes   sells   soft   drinks   for 


Kssa 


about  half  what  they  cost  in  a  super- 
market. In  addition  to  eliminating 
most  trucking,  it  uses  only  returnable 
bottles,  which  are  returned  30  times 
or  more.  Buying  in  case  lots,  the  cus- 
tomer has  a  strong  incentive  to  bring 
his  bottles  back  for  the  deposit— and 
to  buy  another  case,  or  two  or  three. 
Pop  Shoppes  have  added  cut-rate  po- 
tato chips  and  other  snack  foods— 
also  without  distribution  costs.  To 
get  a  new  location  started,  it  runs  a 
sale  with  a  strong  nostalgic  twist: 
"Nickel  pop  is  back." 


Pop  Shoppes  long  ago  found  it 
didn't  need  fast,  expensive  equipment 
like  its  big  competitors  used,  but  small 
plants  and  cheap,  often  second-hand 
machinery.  Because  of  its  low  dis- 
tribution costs,  it  can  afford  short 
production  runs  and  thus  produce 
more  flavors  on  fewer  machines.  Pop 
Shoppes  now  offer  17  different  fla- 
vors. Customers  sti  oil  through  the 
aisles  filling  an  empty  case  with  what- 
ever mix  of  flavors  appeals  to  them. 

An  advantage  of  the  Pop  Shoppes 
system  is  that  it  does  not  require  par- 
ticularly strong  local  management.  So 
it  has  evolved  a  novel  franchising  set- 
up: As  soon  as  a  franchisee  makes  a 
store  successful,  the  company  usually 
tries  to  buy  him  out  at  a  profit  and 
give  him  a  fresh  location. 

This  year  Pop  Shoppes  plans  to  do 
$27  million-a  90%  gain  over  1974. 
Five  years  down  the  road  it  is  shoot- 
ing for  $150  million.  Westwood  says, 
"That   is,    after   all,    only    2%    of    the 
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ih  American  soft-drink  market." 
In  a  way,  Pop  Shoppes  is  a  special 
case  in  the  present  environment. 
Without  help— and  encouragement 
from  the  prevailing  mood  of  Canadian 
nationalism— it  might  never  have 
grown  as  fast  as  it  did.  Or  it  might 


have  had  to  sell  out  to  a  big  compa- 
ny like  Philip  Morris  or  John  Labatt 
Ltd.,  both  of  which,  Westwood  says, 
made  acquisition  approaches.  Says 
Westwood:  "A  brilliant  idea  is  not 
enough.  You  also  need  guts,  energy, 
push— and,  above  all,  money."  ■ 


A  Prophet  Without  Honor 
In  His  Own  Country 


As  Forbes  pointed  out  last  issue  in 
"The  New  Immigration,"  foreigners 
sometimes  have  more  faith  in  the 
American  economy  and  in  American 
technology  than  we  natives  do.  Take 
the  case  of  computer  whiz  Gene  M. 
Amdahl.  In  1970  the  designer  of  In- 
ternational Business  Machines'  Sys- 
tem/360 decided  he  wanted  to  have 
his  own  company.  He  persuaded  Chi- 
cago venture  capitalist  Edgar  Heizer 
Jr.  to  back  him. 

But  Amdahl  soon  discovered  that 
it  was  one  thing  to  build  a  computer 
with  IBM's  resources  and  people  be- 
hind him.  It  was  something  else  to 
go  it  all  alone.  On  a  couple  of  occa- 
sions, Amdahl  slipped  to  the  verge 
of  bankruptcy  before  delivering  his 
first  machine  this  May— a  $3.8-mil- 
lion  job  for  the  National  Aeronautics 
&  Space  Administration. 

U.S.  money  men  weren't  anxious 
to  back  Amdahl.  The  foreigners  ulti- 
mately saved  the  day,  because  they 
were  as  much  interested  in  gaining 
technology  as  in  making  money. 

The  biggest  Japanese  computer 
firm,  Fujitsu,  in  1971  pumped  in  $22 
million  for  41%  of  the  equity.  Ger- 
many's Nixdorf  Computer  AG  invest- 
ed $6  million  for  4%  of  equity.  This 


left  Heizer's  group  with  30%.  Am- 
dahl   himself    retains    a    mere    3.5%. 

Bankroller  Heizer  points  out  that 
the  $45  million  invested  in  Amdahl 
is  only  the  visible  part  of  an  esti- 
mated $100  million  risked  before  the 
first  computer  was  shipped.  Fujitsu 
saved  Amdahl  capital  by  manufac- 
turing many  parts  and  absorbing  the 
investment  in  work  in  process  and  in- 
ventory. Fujitsu  is  manufacturing  the 
first  part  of  the  Amdahl  470  in  Ja- 
pan. Final  assembly  and  testing  are 
being  done  in  the  U.S. 

This  means  that  Fujitsu  is  now 
making  a  large-scale  business  com- 
puter for  sale  in  Japan  and  for  as- 
sembly and  sale  in  the  U.S.  It  is 
claimed  to  be  technologically  ahead 
of  anything  IBM  produces,  but  is 
compatible  with  all  programming  in 
a  comparable  IBM  machine.  A  cus- 
tomer can  just  pull  out  the  plug  on 
such  an  IBM  machine  and  put  in 
this  new  fourth-generation  Amdahl. 
Fujitsu  could  never  have  done  this 
on  its  own. 

The  computer  industry  in  Japan 
is  getting  $300  million  for  this  assault 
on  IBM  from  the  Japanese  Ministry 
of  International  Trade  &  Industry  and 
$500  million  more  from  other   Jap- 
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Gene  M.  Amdahl 

anese  companies. 

Fujitsu  is  already  beginning  to  de- 
velop smaller  machines  using  Amdahl 
technology  and  will  want  Amdahl  to 
market  them  in  the  U.S.  Amdahl 
and  Fujitsu  will  also  have  a  joint 
venture  in  Europe. 

The  worldwide  goal  is  to  get  20% 
of  the  large  business  computer  mar- 
ket now  held  by  IBM.  If  the  goal 
is  reached,  the  U.S'  hold  on  the 
world  computer  market— via  IBM- 
will  be  weakened.  It  will  be  weak- 
ened, in  part,  because  foreigners 
had  more  faith  in  American  tech- 
nology than  did  some  Americans.   ■ 


A  $1 -Billion  Idea? 

If  you  want  venture  capital  for  a 
really  v.ig  idea  it  requires  big  money 
and  a  lot  of  convincing.  Just  ask 
Chairman  Stephen  Levy  and  Presi- 
dent Lawrence  Roberts  of  Telenet 
Communications  Corp.  of  Washing- 
ton, D.C. 

They  had  a  huge  idea:  "If  we  suc- 
ceed," says  Roberts,  "we  will  be  the 
businessman's  telephone  system  of  the 
Eighties.  By  1980  our  revenues 
should  be  at  least  $1  billion  and  the 
industry's  at  least  $5  billion." 

They  had  solid  technical  backing, 
in  the  Cambridge  consulting  firm  of 
Bolt,  Beranek  and  Newman. 

Their  idea  had  even  been  given  a 
working  test  by  the  U.S.  Government. 

And  they  had  financial  sponsor- 
ship: Lehman  Bros. 

But  Levy  and  Roberts  very  nearly 
threw  in  the  sponge.  And  when  they 


did  get  their  money,  it  came  in  un- 
der its  own  power  from  investors  they 
had  never  approached. 

Telenet's  family  tree  is  a  strange 
one.  Its  grandfather  was  Sputnik, 
whose  embarrassing  success  led  to 
the  birth  of  the  Defense  Department's 
Advanced  Research  Projects  Agency, 
which  is  charged  with  developing 
and  spinning  off  new  technology. 
ARPA's  computer  and  communica- 
tions research  activities  were  headed 
by  Dr.  Roberts.  Lehman  Bros,  agreed 
to  help  Bolt,  Beranek  and  Newman 
in  an  attempt  to  transfer  to  private 
business  the  ARPA-developed  tech- 
nology of  "packet  switched  data 
communications." 

This  grew  out  of  the  ARPA  net- 
work, a  nationwide  linking  of  govern- 
ment and  research-oriented  com- 
puters   at   places   like    Massachusetts 


Institute  of  Technology  and  Stan- 
ford. The  ARPA  contribution  was 
"packet  switching"— the  use  of  mini- 
computers to  break  data  into  packets, 
send  them  by  the  fastest  available 
circuits  (satellites,  microwave  or  ca- 
ble) and  then  reassemble  the  packets 
for  the  user. 

Because  this  approach  avoids 
building  new  transmission  capacity  in 
favor  of  better  use  of  that  already  ex- 
isting, American  Telephone  &  Tele- 
graph does  not  oppose  it.  BBN  knew 
the  technique  well,  because  it  still 
operates  the  ARPA  network. 

Transferring  the  ARPA  idea  to  the 
public  was  Larry  Roberts'  idea,  but 
he  was  completely  unable  to  interest 
big  outfits  like  Ma  Bell  or  Xerox  due  to 
antitrust  risks,  though  Bell  of  Canada 
and  the  state-owned  telephone  com- 
panies of  England,  France  and  Japan 
are  all  adopting  packet  switching. 
Says  Levy,  who  is  also  executive  \ i 
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president  of  BBN,  "We  had  never 
seen  an  idea  pop  up  with  such  po- 
tential. We  believe  Telenet  will  be- 
come the  new  Digital  Equipment 
Corp." 

Telenet's  first  two  problems  were 
who  would  run  it  and  what  kind  of 
money  he  would  have.  Roberts  lusted 
for  the  job,  but  Levy  had  misgivings. 
"I  agonized  over  Larry,"  he  says. 
"Most  technically  oriented  people  fail 
as  managers,  but  his  brillance  and  his 
hard  work  finally  won  me  over." 

As  for  money,  back  in  October 
1973  Lehman  Bros,  estimated  millions 
could  be  raised.  But  when  the  mo- 
ment of  need  came  in  mid- 1974,  it 
wasn't  easy.  For  example,  the  na- 
tion's biggest  venture-capital  supplier, 
Allstate's  Investment  Department, 
said:  With  big  yields  on  high-grade 
convertibles,  why  consider  startups? 

The  rescue  came  from  that  deposi- 
tory of  three-generations-old  Ameri- 
can steel  money,  Bessemer  Securi- 
ties, which  still  had  uncommitted  re- 
sources and  had  not  lost  its  cool  in  the 
market  collapse.  Bessemer  had  shown 
up  one  day  in  early  1973.  After  care- 
ful study  it  agreed  to  put  up  a  mil- 
lion or  so  if  three  other  "acceptable" 
partners    could   be   found— acceptable 


meaning  that  they  would  be  possessed 
of  the  capital  and  courage  to  carry 
their  share  when  the  second  and  third 
financings  came  up. 

None  could  be  found  by  August 
1974.  Levy  and  Roberts  were  near 
despair  and  cut  their  equity  capital 
requirements  from  $6  million  to  $4 
million.  Suddenly  Boston's  Palmer 
Organization  approached  them.  In 
early  1975  Bessemer  grumpily  agreed 
to  go  ahead  with  Palmer  and  BBN, 
plus  a  bit  from  Lehman.  Suddenly 
Time  Inc.  also  came  aboard. 

Starting  in  mid-August  1975  with 
service  in  seven  cities,  Telenet  has 
completed  installation  on  an  addition- 
al nine  and  hopes  to  be  in  60  by  the 
end  of  1976.  The  reason  for  the  speed 
in  expansion  is  that  each  additional 
city  enables  Telenet  to  offer  cheaper 
service  and  thus  make  it  harder  for 
small  competitors  to  enter.  Levy  and 
Roberts  figure  that  big  companies  are 
bound  to  come  in  anyway. 

With  Telenet's  September  revenues 
only  $27,000,  it  is  too  soon  to  know  if 
the  company  is  even  viable,  much  less 
another  Digital  Equipment  Corp.  But 
wouldn't  it  be  ironic  if  the  venture- 
capital  experts  who  turned  down 
Telenet  found  that  it  was  for  real?  ■ 


Levy  and  Roberts 


Knocking  On  Unresponsive  Doors 


In  what  is  left  of  the  venture-cap- 
ital business,  "energy"  is  one  of  the 
few  salable  concepts.  And  Terry  Rand, 
at  6-feet,  9-inches  a  strikingly  hand- 
some ex-honor  student  and  Ail-Amer- 
ican basketball  player  (Marquette, 
1956),  can  get  people's  attention.  Yet 
Rand  has  had  a  rough  time  raising 
money  for  two  "energy"  ventures:  one 
solar  heating,  the  other  producing 
electricity  from  underground  steam. 

"The  last  year  and  a  half  has  been 
an  almost  impossible  time  to  raise 
money  for  startups,"  Rand  mourns.  He 
and  three  friends,  Jack  Mandeville, 
Albert  Folsom  and  Howard  Hensley 
have  spent  that  period  working  with- 
out pay  to  raise  $8  million  to  start 
Resource  Funding  to  exploit  under- 
ground steam  deposits  in  California. 

Rand,  a  former  Bache  salesman  and 
boss  of  some  Texas  mutual  funds,  in 
1974  quit  his  job  running  a  small 
trust  company  in  Denver  to  develop 
an  idea.  It  involved  optioning  un- 
derground steam  supplies  and  then 
persuading  utilities  to  accept  the  pow- 
er when  the  steam  could  be  turned 
into  electricity.  If  the  project  worked, 
financing  would  be  easy;  Resource 
Funding  could  borrow  on  its  utility 
contracts  for  expansion  money.  But 
first  the  system  would  require  $8 
million  to  be  proved. 

Rand  claims  he  has  approached  100 
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prospects  so  far.  "One  bank  offered 
us  $300,000  for  80%  of  the  stock," 
he  says,  "when  we  needed  $8  mil- 
lion and  wanted  to  hold  onto  50%." 

Rand  wouldn't  give  up. 

He  got  a  break  in  1974  when  Con- 
gress passed  a  law  to  encourage 
electricity  from  underground  steam. 
The  law  provides  that  the  Federal 
Government  will  pick  up  75%  of  loan 
losses  on  experiments  of  this  sort  if 
they  fail.  As  a  result  of  the  limited 
loss  potential  of  the  new  law,  Rand 
says  he  now  has  pledges  from  individ- 
uals for  the  $8  million  he  needs.  The 
money,  however,  is  not  yet  in  hand. 
"The  lawyers  are  working  on  it,"  he 
says. 

Things  are  going  a  bit  worse  for 
his  solar-heating  venture,  called  Solar- 
dyne.  This  company  is  to  be  built 
around  Solardyne  President  Eben 
Gramer's  invention  of  a  special  panel 
in  the  roof  of  a  house  which,  with 
a  little  electricity,  will  heat  a  house 
and  all  of  its  water.  Rand  hasn't  yet 
found  a  firm  backer  for  all  of  the 
$1  million  he  needs. 

At  the  moment  Terry  Rand  is  keep- 
ing his  fingers  crossed— and  living 
from  hand  to  mouth.  When  he  visits 
Manhattan  on  money-raising  forays, 
he  sleeps  on  the  couch  in  an  old 
friend's  apartment.  His  wife  has  gone 
back  to  work  as  office  manager  in  a 


Denver  employment  agency.  On  the 
side,  Rand  is  peddling  a  computerized 
stock  analysis  service  produced  by  a 
St.  Louis  brokerage  firm.  "If  just  one 
of  these  deals  clicks,"  he  says,  "I'll  be 
a  rich  man.  If  both  fail,  I'll  lose 
$200,000  personally  and  be  in  debt  to 
the  tune  of  $50,000.  I've  already  sold 
my  home  to  get  development  money." 
This  is  the  kind  of  man  and  the 
kind  of  venture  that  would  have 
made  a  big  splash  in  the  late  Six- 
ties. Today  it's  a  mere  long  shot.  If 
Rand  makes  it,  he'll  richly  deserve 
his  success.  If  he  doesn't,  he  still  de- 
serves a  medal  for  persistence.  ■ 


Terry  Rand 


Westinghouse  today... 


Today,  over  two  billion  pounds  of  perishables 
rolling  over  U.S.  highways  are  kept  cold  by 
self-contained  units  made  by  the  Thermo  King 
division  of  Westinghouse. 

In  this  business,  all  service  is  emergency  service.  Six 
hours  (or  less)  without  refrigeration,  and  cargoes  worth 
up  to  $500,000  can  start  a  swift  decline  to  total  loss. 

The  remedy  is  prevention:  225  franchised  Thermo 
King  service  dealers,  spotted  near  all  major  truck  routes, 
offering  24-hour  service;  emergency  trucks  for  roadside 
repairs;  a  network  of  Citizens  Band  radios;  large  stocks 
of  parts  and  loaners;  and  mechanics  with  an  average  of 
five  years'  experience  and  240  hours  of  factory  training. 

It  is  this  kind  of  service  performance  that  has  made 
Thermo  King  the  world  leader  in  transport  refrigeration 
— trucks  and  trailers,  railway  cars,  shipboard  containers, 
even  fishing  boats. 
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Corporate  Repair  Work 


Maurice  C.  (Tommy)  Thompson 
Jr.,  37,  may  be  the  forerunner  of  a 
new  kind  of  venture  capitalist.  Tom- 
my Thompson  doesn't  start  new  en- 
terprises. He  repairs  old  ones. 

His  first  salvage  job  was  in  1970 
on  Automated  Information  Industries, 
which  sold  tape  cassettes  through  the 
mail.  It  was  in  such  bad  shape— los- 
ing $10,000  a  month  on  yearly  rev- 
enues of  $300,000-that  Thompson 
was  able  to  pick  up  the  entire  equi- 
ty for  just  $72.  He  persuaded  Wall 
Street's  Allen  &  Co.  to  put  up  $50,000; 
a  year  later  a  New  Jersey  venture- 
capital  outfit  put  up  an  additional 
$100,000.  In  1972,  Automated  went 
public,  raising  $500,000  from  the  sale 
of  20%  of  its  common  stock. 

Tommy  Thompson  is  that  rare  crea- 
ture who  combines  a  gut  flair  for  pro- 
motion with  a  shrewd  financial  mind. 
He  is  also  exceedingly  restless.  By  the 
time  he  was  29  and  five  years  out  of 
Harvard  Business  School,  he  was  on 
his  third  job,  earning  $50,000  a  year 
at  the  advertising  firm  of  Kenyon  & 
Eckhardt.  But  he  was  already  ready 
to  move  again.  "I  decided,"  he  says, 
"that  a  big  company  was  not  for  me. 
I  didn't  want  to  be  somewhere  where 
there  are  50  people  as  good  as  I  am. 
I  decided  to  take  over  a  small  com- 
pany where  I  wouldn't  be  just  anoth- 
er bright  young  man." 

He  put  to  good  use  both  his  finan- 
cial ability  and  his  promotional  ability. 
Thompson  switched  the  emphasis  to 
retailing  in  1,400  new  stores  and  more 
aggressively     promoted     his     self-im- 


Maurice  C.  Thompson  jr. 


provement  cassettes.  A  year  after  it 
went  public,  Automated  was  gross- 
ing $3.6  million  and  netting  about 
$300,000  after  taxes.  In  1972, 
Thompson's  20%  of  the  stock  had  a 
paper  value  of  $1.6  million. 

In  1973,  Thompson  was  ready  to 
move  on.  Alas,  the  stock  market  had 
collapsed,  destroying  his  beautiful  pa- 
per profit.  Thompson  sold  half  of  his 
Automated  shares  and  walked  away 
with  just  $35,000  after  taxes. 

What  had  caught  Thompson's  eye 
was  Evelyn  Wood  Reading  Dynamics, 
a  troubled  but  viable  part  of  the  bank- 
rupt Famous  Artists  School.  With  cash 
backing  from  two  prominent  venture 
capitalists,  Dan  W.  Lufkin  and  Louis 
Marx  Jr.,  Thompson  got  the  reading 
operation  at  a  bargain  price.  Here's 
how  the  deal  worked:  When  the 
court  released  Famous  from  bank- 
ruptcy, the  banks  had  received  $1.5 
million  in  notes.  But  the  notes  were 
of  questionable  value.  Thompson  got 
$1.3  million  worth  from  the  banks  at 
33  cents  on  the  dollar  in  hard  cash, 
$425,000  in  all.  Famous  swapped  the 
notes  for  Evelyn  Wood.  The  banks 
got  out  of  their  bad  loans,  and  Fa- 
mous was  able  to  wipe  out  $1.3  mil- 
lion in  liabilities. 

True,  Thompson  hadn't  much  mon- 
ey to  show  for  his  successful  turn- 
around of  Automated,  but  it  did  look 
extremely  good  on  his  resume.  As  a 
result  of  his  past  performance,  his 
backers  gave  him  an  excellent  deal; 
40%  of  the  equity  for  just  $40,000, 
not  in  cash  but  in  a  noninterest-bear- 
ing  note.  Thompson  was  to  keep  half 
of  that  40%  for  himself  and  use  the 
rest  to  motivate  his  management. 

If  that  sounds  like  a  good  deal  for 
Thompson,  it  had  strings  attached: 
Evelyn  Wood  was  a  mess  and  losing 
money  fast.  Bankruptcy  was  perhaps 
months  away.  Most  of  the  company- 
owned  franchises  were  in  the  red  and 
most  of  the  licensed  franchises  were 
semidormant  and  unable  to  pay  what 
they  owed  Evelyn  Wood. 

Thompson  quickly  applied  his  pro- 
motional touch.  The  old,  rather  re- 
fined advertising  campaign  was  re- 
placed by  hard  sell:  Learn  to  read 
Jaws  in  41  minutes!  the  new  ads 
screamed,  thus  piggybacking  on  the 
movie's  multimillion-dollar  publicity. 
He  added  to  the  company's  line  of 
merchandise  such  items  as  a  new  re- 
medial reading  course  developed  by 
the  real  Evelyn  Wood  and  the  Coss- 
man  Seminars,  which  try  to  teach 
people  how  to  make  more  money. 

This  year,  Evelyn  Wood  hopes  to 
take  in  $10.5  million— a  950%  gain  in 
just  three  years.  It  will  net  about  $2.6 
million— a  600%  return  on  the  original 


THERE'S  NO 
ENERGY 
SHORTAGE 
IN  NORTH 
CAROLINA! 


In  fact,  we  have  an  abundance  of  human 
energy  resources  ...  a  reliable,  highly 
skilled  and  technically  qualified  labor 
force  to  meet  the  diverse  requirements  of 
industry.  We  realize  that  one  of  the  most 
difficult  problems  facing  every  business  is 
the  availability  of  qualified  personnel  .  .  . 
the  availability  of  skilled  labor  is  related 
directly  to  any  firm's  earnings  picture  .  .  . 
the  better  trained  your  labor  force,  the 
better  products  you  produce  which  means 
increased  profits.  The  State  of  North 
Carolina  has  a  commitment  to  industry 
...  a  commitment  to  provide  the  most 
favorable  climate  for  industry  that  is 
possible  and  providing  highly  trained 
personnel  is  just  one  of  the  many  ways  we 
meet  our  industrial  commitment  in  the  Tar 
Heel  State. 

Our  system  of  higher  education  is 
considered  to  be  among  the  finest  in  the 
country  and  coupled  with  the  industrial 
training  services  provided  by  our 
technical  institutes  and  community 
colleges,  can  ensure  any  business  of 
practically  an  unlimited  labor  pool  to 
select  from  ...  a  force  that  is  trained 
under  a  custom-tailored  program  primed 
to  meet  the  requisites  which  are  essential 
to  the  continuing  growth  of  your  business. 
We  create  for  you,  a  productive  work 
force  trained  in  the  skills  directly  related 
to  your  needs.  We  can  provide  the 
solutions  to  your  manpower  problems 
because  our  programs  are  flexible  .  .  . 
rather  than  requiring  you  to  conform  to 
rigid  specifications,  the  programs  are 
made  to  conform  to  your  requirements. 
The  final  training  program  is  the  result  of 
a  joint  study  and  planning  by  company 
personnel  and  our  industrial  training 
specialists  .  .  .  professionals  experienced 
in  the  exacting  task  of  providing  a  properly 
structured  industrial  training  curriculum. 

North  Carolina  wants  to  keep  its 
commitment  to  industry  ...  so,  if  this 
type  of  energy  crisis  is  bothering  you, 
take  a  good,  hard  look  at  us  .  .  .  we'll 
make  sure  you  don't  have  a  shortage  of 
the  energy  you'll  need! 

Call  or  write:  Bob  Goforth,  North  Carolina 

Division  of  Economic  Development,  SP-2, 

P.O.  Box  27687,  Raleigh,  North  Carolina 

27611.  (919)  Phone:  829-4151 
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Lufkin-Marx  cash  investment.  Thomp- 
share  of  the  reinvested  profits 
over  $500,000  this  year. 
"Everyone  had  forgotten  that  this  is 
i  keting  business,"  Thompson  says, 
explaining  the  turnaround.  "After  all, 
vn   Wood   was   a   valuable   fran- 
chise—$15  million  had  been  spent  pro- 
moting it.  You  can't  just  sit  and  ex- 


pect the  name  to  do  all  "the  work." 
Right  now  Thompson  is  looking  for 
other  "self-development"  products  to 
add  to  his  line— he  mentions  names 
like  Katherine  Gibbs,  the  Berlitz  lan- 
guage schools  and  Famous  Artists  it- 
self. He  is  aiming  at  a  volume  of  $50 
million  a  year  by  1980. 

This  time,  Thompson  may  not  have 


to  count  on  the  stock  market  to  bail 
him  out  at  a  profit.  If  he  comes  any- 
where near  his  goal,  his  20%  interest 
in  the  company  should  be  worth  mil- 
lions even  in  a  bear  market.  His  first 
turnaround  didn't  make  him  rich;  the 
second  one  very  likely  will.  But  with- 
out the  first,  he  wouldn't  have  had 
his  shot  at  the  second.   ■ 


Money  Is  The  Means,  Not  The  End 


Seymour  Cray 

As  far  as  Seymour  Cray  is  concerned, 
there  is  no  shortage  of  venture  cap- 
ital. In  the  past  three  years  the  50- 
year-old  computer  designer  has  raised 
$8  million  for  his  Cray  Research, 
Inc.,  which  is  building  what  will  be 
the  world's  fastest  scientific  computer. 
Price  tag:  $7.5  million. 

Cray's  venture  is  a  true  startup— 
from  scratch.  In  1972,  its  first  year, 
revenues  were  zero.  They  were  zero 
in  1973,  1974  and  will  be  again  in 
1975.  When  someone  approves  the 
performance  of  the  first  CRAY-1  com- 
puter in  1976,  the  company  will  book 
its  first  revenues.  By  that  one  sale, 
Cray  Research  hopes  to  recover  most 
of  its  development  costs. 

Why  has  Cray  been  able  to  raise 
money  so  easily  in  an  arid  environ- 
ment? Two  reasons.  One  is  his  name: 
He  is  famous  as  the  original  techni- 
cal genius  behind  William  Norris' 
Control  Data  Corp.  The  other  is  that 
Cray  put  his  money  where  his  mouth 
is:  He  invested  most  of  his  personal 
assets  in  Cray  Research. 

On  the  first  go-around,  Cray  had 
put  in  $500,000  plus  about  $1.6 
million  from  about  a  dozen  friends. 
"That  money,"  he  says,  "gave  me  two 
years  to  work  by  myself,  so  I  could 
design  my  new  machine." 

Round  two  raised  some  $2.5  mil- 
lion from  outsiders,  including  Lehman 
Bros.,  Control  Data  and  New  Court 
Securities.  Round  three  tapped  several 
small  business  investment  companies. 

"It  really  wasn't  hard  to  get  the 
money,"  says  Cray.  "In  venture  capi- 
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tal,  there  are  just  a  few  significant 
firms  interested  in  high  technology. 
They  all  talk  to  each  other,  so  if  you 
convince  one,  you  automatically  get 
the  others." 

Even  so,  Cray  had  to  pay  a  stiff 
price.  For  not  only  his  knowledge 
and  enterprise,  but  his  $1  million, 
he  ends  up  with  just  11%  of  the  equi- 
ty. Even  for  a  Seymour  Cray,  ven- 
ture capital  no  longer  comes  cheap. 

Fortunately,  money  has  never  been 
Cray's  chief  motivation— which  may 
help  explain  why  he  is  so  convinc- 
ing to  the  money  men.  "I  have  no 
real  interest  in  being  a  businessman," 
Cray   says,    explaining   that   he   pur- 


sues business  only  so  that  he  can  get 
the  money  he  needs  to  pursue  his 
lifelong  passion:  building  faster  scien- 
tific computers  that  can  help  push 
back  the  frontiers  of  knowledge. 

Cray  clearly  means  it  when  he  says 
that  money  itself  doesn't  interest  him. 
Computer-building  is  his  avocation; 
his  hobby  is  all  the  rest  of  science 
and  technology.  He  comes  to  work 
wearing  slacks  and  a  turtleneck 
sweater.  His  home  is  almost  next  door 
to  his  laboratory-factory  in  rural  Chip- 
pewa Falls,  Wis.,  where  his  father 
was  once  the  city  engineer. 

Of  CRAY-1,  he  says:  "It  can  make 
possible  research  that  no  existing  ma- 
chine at  any  price  can  do,  because 
the  real  time  required  to  solve  cer- 
tain equations  would  be  too  long." 
The  design  for  CRAY-2  would  seem 
to  require  a  maximum  wire  length  of 
one  foot,  vs.  four  in  CRAY-1.  Says 
he,  "I  don't  know  how  to  do  this, 
but  it  would  mean  that  the  whole  ma- 
chine would  not  be  much  larger  than 
the  size  of  the  human  brain." 

Like  most  of  the  others  who  have 
managed  to  raise  money  in  this  dif- 
ficult period,  Cray  thinks  big— very 
big:  "I  plan  to  make  some  changes 
in  the  scientific  computing  field— like 
dominate  it.  As  we  grow,  we  will  de- 
velop a  structure,  but  that  won't  be 
my  job.  I  will  continue  to  devote  my- 
self to  technical  areas."  ■ 


Good  ideas  And  Big  Money 
Aren't  All  You  Need 


The  saga  of  Federal  Express  will 
help  you  understand  why  venture 
money  is  scarce  these  days.  In  just  3M 
years,  Federal  Express  raised  $90  mil- 
lion—only to  drop  $29  million  in  op- 
erating losses.  At  least  twice  since 
1972  it  came  close  to  bankruptcy.  Its 
chairman  and  founder,  is  being  sued 
by  other  members  of  his  family  for 
investing  in  Federal.  Says  Federal's 
President  Arthur  C.  Bass,  "For 
months,  the  company  was  kept  alive 
by  sheer  bull  and  sheer  courage." 

Yet  Federal  may  be  one  of  the  big- 
gest and  best  ideas  to  come  along  in 
years.  It  finally  went  into  the  black 
this  past  July.  For  the  full  year  it  will 
do  $80  million,  and  prospects  are  for 


a  profit  of  $10  million  next  year.  Fed- 
eral's founder,  now  31,  is  a  rich  South- 
erner named  Frederick  W.  Smith, 
who  came  back  from  flying  combat 
with  the  Marines  in  Vietnam  in  1972 
wanting  to  do  something  useful  and 
important  with  his  fife  and  with  the 
money  he  had  inherited  from  his 
bus-and-restaurant  magnate  father. 

His  idea  was  very  simple— dec sep- 
tively  so,  as  it  turned  out.  Small-pack 
age  air  freight  is  a  good  business.  It 
involves  small,  high-value  items  where 
speed  of  delivery  is  more  important 
than  cost— items  like  computer  parts, 
blood  or  drugs.  This  is  big  business, 
about  $1  billion  a  year,  now  handled 
mostly  by  freight  forwarders  like  Em 
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1  Hertz i 


"Only  $14"*a  day 
plus  gas  for  a  Pinto. 
And  no  charge 

1  for  mileage!" 


"Use  it 
and  save 
on  long 
mileage 
trips'.' 


Use  it  to 
save  on 
4-day  or 
longer 
trips? 


"\bu  can 
save  on 
early  start' 
business 
trips." 


With  this  new,  low  rate,  you  don't  spend  an  extra 
dime  for  mileage.  It's  available  weekends  from 
Friday  noon  till  Monday  noon. 


Need  a  car  during  the  week?  You  get  the  same 
low  rate  when  you  keep  the  car  at  least  4  days 
And  there's  still  no  charge  for  mileage 


Have  to  leave  on  the  weekend?  You  still  pay 
only  $1499  a  day  when  you  keep  the  car  a 
minimum  of  4  days. 


©HERTZ  SYSTEM  INC  1975 


Trip  runs  into  Saturday  or  Sunday?  Or  want  to 
relax  a  little?  The  same  low  rate  applies  if  you 
keep  the  car  for  at  least  4  days. 


Or  those 

'into-the- 

weekend' 

business 

trips?" 


"'Sure, 
you  can 
save  on 
larger  size 
cars,  too." 


"Just 
call  800- 
654-3131. 
TellemO.J. 
sent  you!" 


When  you  need  a  bigger  car,  it's  nice  to  know 
you  can  get  similar  savings  and  low,  unlimited 
mileage  rates  on  all  Hertz  cars,  rented  a  mini- 
mum of  7  days. 

:or  Pintos  and  similar  class  cars  on  weekends  and  4-day  minimum  rentals.  Not  discountable.  Car  must  be  returned  to  renting 
ocation.  Not  available  at  all  Hertz  locations  or  the  New  York  area,  its  airports  and  Florida.  For  complete  details  call  Hertz. 


The  Superstar 
in  rent-a-car. 


HERTZ  RENTS  FORDS 
AND  OTHER  FINE  CARS 


Frederick  Smith 

ery  Air  Freight  who  assemble  the 
freight  and  then  ship  it  by  commer- 
cial airline.  Smith's  idea  was  to  inte- 
grate the  small-package  business  by 
having  his  own  offices,  trucks,  termi- 
nals and  even  his  own  aircraft.  "What 
was  needed,"  says  Smith,  "was  a  new 
system  designed  for  small  packages 
instead  of  utilizing  the  one  designed 
for  people." 

He  chose  Memphis  as  the  hub  of 
his  system,  partly  because  of  its  lo- 
cation, partly  because  of  its  good  fly- 
ing weather,  partly  because  E.W. 
Cook  of  Cook  Industries  helped  ar- 
range a  $3-million  tax-exempt  bond 
issue  to  build  a  terminal  for  Federal. 
For  planes,  Smith  bought  33  French- 
built  550-mile-per-hour  Falcons  from 
Pan  American  Airways,  the  U.S.  sales 
representative. 

Taking  off  late,  after  most  airports 
have  quieted  down,  Federal's  planes 
fly  to  Memphis,  where  they  are  un- 
loaded and  packages  sorted.  Reload- 
ed, the  planes  fly  all  over  the  coun- 
try  to   make   deliveries   in  the  early 


morning;  Federal's  trucks  then  pick 
up  the  packages.  Delivery  is  guaran- 
teed nationwide  by  noon  the  day 
after  the  package  is  sent. 

The  Smith  family  put  up  $9  million 
of  their  money,  but  this  was  soon 
gone.  Smith  began  making  the  rounds 
of  the  venture  capitalists.  The  year 
1972  wasn't  a  good  time  for  raising 
equity  capital  and  1973  and  1974 
were  even  worse.  But  Smith's  movie- 
star  looks,  his  earnestness  and  charm, 
his  willingness  to  commit  his  own 
money,  finally  won  the  day.  He  ended 
up  with  a  Who's  Who  of  venture  cap- 
ital for  backers:  General  Dynamics 
Corp.;  Heizer  Corp.;  the  Rothschild- 
affiliated  New  Court  Securities;  All- 
state Insurance;  Prudential  Insurance; 
Citicorp  Venture  Capital  Ltd.  In  all, 
Federal  raised  about  $40  million  in 
equity  capital.  A  group  of  banks,  led 
by  Chase  Manhattan  and  First  Na- 
tional of  Chicago,  came  up  with  loans 
totaling  $50  million. 

No  startups  have  ever  had  that 
kind  of  money  to  play  with,  yet  mon- 
ey and  a  good  idea  were  not  enough. 


Federal's  first  boss  was  retired  Air 
Force  General  Howell  Estes.  "It  was," 
says  Smith,  "like  sending  Bismarck  to 
do  a  job  that  needed  Ho  Chi  Minh." 
Arthur  Bass,  a  young  (42)  airline 
consultant,  took  over  in  March  1975. 
Slowly,  Federal  began  to  reduce 
losses  and  the  misrouting  of  freight. 
But  meanwhile,  some  of  the  investors 
were  getting  chicken. 

In  1974  Heizer  refused  to  come  up 
with  the  required  third-round  financ- 
ing, arguing  that  his  company  was 
fully  committed.  Reluctantly,  the 
others  closed  ranks  and  dug  deeper, 
and  Heizer's  equity  was  reduced  from 
6%  to  one-half  of  1%.  Investors  who 
put  up  $3  million  got  75%  of  the 
equity. 

Things  are  going  well  now,  but 
Federal  still  has  growing  pains.  Busi- 
ness on  the  major  routes  like  New 
York-Chicago  is  so  good  that  Smith 
needs  to  substitute  DC-9s  for  his  Fal- 
cons, but  this  needs  Civil  Aeronautics 
Board  permission.  If  the  board  de- 
cides to  say  "no"  to  protect  the  none- 
too-healthy  bigger  airlines,  Federal's 
growth  could  suffer. 

So,  who  needed  the  aggravation? 
Smith  was  already  comfortably  rich. 
Why  did  he  get  in  so  deep?  The  truth 
is  that  he  was  a  driven  man.  "I  hadn't 
done  anything  to  deserve  my  money," 
he  says.  "I  wanted  to  see  it  produc- 
tively employed."  But,  looking  back, 
Smith  shakes  his  head  over  the  close 
calls.  "The  money  deals  almost  fell 
through  so  many  times  that  I  lost 
count.  I  wouldn't  go  through  it 
again  if  I  had  known  how  tough  it 
was  going  to  be."  ■ 


A  Spirit  That's  Hard  To  Kill 


Where  there's  a  will,  there's  usually 
a  way.  Even  in  Britain,  where  enter- 
prise has  been  slumbering  since  Vic- 
toria's time  and  where  taxes  and  un- 
ion bloodymindedness  get  steadily 
worse,  a  handful  of  clever,  energetic 
entrepreneurs  are  still  making  it. 

Clive  Sinclair,  35,  left  school  at 
17  and  after  four  years  of  tinkering 
with  technical  journalism  decided  to 
set  up  his  own  mail-order  business 
supplying  designs  and  equipment  for 
radio  and  hi-fi  kits.  "It  took  no  cap- 
ital to  get  into  the  business,"  says 
Sinclair.  "It  couldn't.  I  didn't  have 
any."  But  the  business  grew  steadily 
and  Sinclair  plowed  back  his  profit 
every  year.  In  that,  he  didn't  have 
much  choice.  The  British  income  tax 
system  begins  imposing  50%  tax  rates 
on  increments  above  $12,240.  But  re- 
investment helps  keep  the  tax  collec- 
tor at  bay. 

Today  Sinclair  Radionics  Ltd.  has 
become  the  biggest  British  supplier 
of    electronic     calculators.     Sinclair's 


engineers  design  the  calculators  at 
the  company's  converted  mill  head- 
quarters in  the  town  of  St.  Ives,  and 
Sinclair's  handsomely  paid  (by  Brit- 
ish standards)  salesmen  push  them 
for  all  they're  worth.  But  Sinclair 
does  not  manufacture  the  components 
or  the  calculators;  it  buys  them  else- 
where. Thus  it  has  little  capital 
exposed  to  the  wild  changes  and 
price-cutting  in  the  calculator  mar- 
ket. Sales  have  more  than  trebled  in 
two  years,  to  $15  million;  profits  in 
two  years  have  fallen  one-third,  to  un- 
der $500,000.  "A  lot  of  people  have 
gone  under,"  says  Sinclair.  "I'm  glad 
to  make  any  profit."  His  designers  are 
now  working  on  electronic  watches 
and  even  pocket  televisions  with  two- 
inch  screens.  He  has  opened  U.S.  and 
Canadian  subsidiaries. 

Sinclair  pays  himself  $62,000  a 
year.  On  this,  the  tax  gets  as  high 
as  75%  on  the  first  four-fifths,  and 
83%  on  all  after  that,  leaving  him 
about  $34,000.   However,  as  a  busi- 


nessman, he  gets  a  few  tax-free 
"perks"  such  as  his  company  car. 

Clive  Sinclair  is  wondering  how  to 
motivate  the  bright  people  his  com- 
pany needs.  He  is  studying  sonic 
form  of  stock  option,  an  American 
device  not  used  in  Britain.  But  Sin- 
clair's company  is  small  and  there  is 
no  over-the-counter  market,  so  what 
would  the  shares  be  worth?  And  with 
the  British  stock  market  in  a  depressed 
condition— helped  along  by  a  tax  rate 
on  dividend  and  investment  income 
that  gets  up  to  98%— nobody  has  been 
going  public  of  late. 

So  there  is  little  or  no  venture 
capital  in  Britain  these  days.  A  cou- 
ple of  years  ago  the  banks  would  gi\  e 
you  a  little  startup  money,  reports 
Alistair  Gibson  of  Manchester.  But 
not  today.  So  how  do  people  go  into 
business?  In  a  word,  slowly.  Gibson 
is  a  former  real  estate  dealer.  Winn 
the  Labour  government  came  in  in 
1974  with  restrictions  on  develop- 
ment  land   and  limits   on   mortgage- 
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One  of  a  series  of  reports 
about  United  States  Steel. 


Presented  by 

D.  M.  Roderick,  President. 


We're  helping 

our  automotive  customers 

to  weightwatch. 

Considering  the  current  effects 
of  inflation  and  recession  on  the 
automotive  industry,  it  is 
reassuring  to  note  that  automotive 
producers  are  meeting  the  new 
challenges.  Smaller,  lighter  cars 
are  in. 

U.S.  Steel  has  traditionally 
promoted  special  steels  for  certain 
automotive  applications  where 
maximum  strength- weight  ratios 
are  in  order.  These  are  steels  that 
will  last  longer  without  increasing 
weight,  or  weight-saving  steels 
that  will  last  as  long  as  need  be. 

Currently,  U.S.  Steel  is  engaged 


in  some  32  automotive  design 
projects  aimed  at  weight-saving, 
and  they  are  stimulating  keen 
interest  on  the  part  of  automakers. 

Safety  is  another  Detroit  priority. 
Several  years  ago,  U.  S.  Steel 
introduced  a  design  concept  for  an 
emission-free  gas  tank  which  is 
also  virtually  rupture-proof  from 
rear  end  collisions. 

U.S.  Steel's  automotive  parts 
design-engineering  concepts  make 
use  of  conventional  materials  and 
fabrication  techniques  to  help  keep 
costs  down.  Since  U.S.  Steel  isn't 
in  the  car  business,  the  concepts 
are  offered  to  automakers. 

Capital  investment 
at  all-time  high. 

One  benefit  of  U.  S.  Steel's 
improved  earnings  in  1973  and 
1974,  along  with  prospects  for 
continued  growth  in  steel  demand, 
has  been  the  stepping  up  of  capital 
authorizations  for  modernization 
and  expansion  of  facilities.  Last 
year's  appropriations  totaled  1.2 
billion  dollars,  the  largest  amount 
ever  appropriated  by  U.S.  Steel  in 
a  single  year.  As  an  indicator  of 
why  we're  spending  more, 
America's  steel  consumption  by 
1985  is  expected  to  be  in  the  range 
of  150  to  155  million  tons  annually. 
Since  1970,  the  emphasis  of  U.S. 
Steel's  capital  spending  was  in 
steel  mill  rolling  and  finishing 
facilities.  In  fact,  we  could  have 


produced  more  finished  steel  in 
1974  than  we  did  had  the 
availability  of  quality  raw 
materials  and  iron  been  greater. 
For  this  reason  our  spending 
beyond  1975  is  expected  to  include 
substantial  investment  in  coal, 
coke  and  iron  projects  to  maximize 
production  from  existing  raw  steel, 
rolling  and  finishing  capabilities. 

A  word  about  solid  waste 
management. 

Solid  waste  management  is  a 
fancy  phrase  for  "taking  out  the 
garbage','  and  it's  a  problem  for 
major  American  cities.  U.S. 
Steel's  Chemicals  Division  has 
done  something  about  it.  They've 
developed  special  82-gallon 
molded  plastic  containers  that  are 
integrated  into  a  collection  system. 
In  Atlanta  the  Roll-a-Waste  system, 
as  it's  called,  is  expected  to  cut  the 
city's  cost  of  garbage  collection  30 
to  40  percent,  and  to  increase 
collection  crews'  productivity  by 
30  percent.  Our  Chemicals  Division 
manufactured  more  than  100,000 
of  these  containers  under  a  $3.29 
million  contract,  and  Atlanta  is 
among  ten  cities  and  counties 
using  the  system.  This  is  one  of 
the  many  ways  that  U.  S.  Steel  is 
turning  a  profit  with  an  idea  or 
product  that  benefits  the  user  as 
well.  U.S.  Steel,  600  Grant  Street, 
Pittsburgh,  PA  15230. 


If  you  would  like  a  copy  of  our  1975  Third  Quarter 
Earnings  Report,  or  an  Investors  Growth  Rate  Calculator, 
or  both,  write  tons,  RO.  Box  86  (C500)  on  your  letterhead. 
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We're  involved, 


Peter  Bruckshaw,  Ray  Piatt 

interest  tax  deductions,  Gibson  fig- 
ured the  game  was  up  in  real  estate 
for  a  while.  So  he  took  himself  off 
to  Aberdeen  to  see  if  there  was  any 
business  in  the  North  Sea  bonanza. 
What  he  found  was  a  need  for  light- 
weight wind-  and  waterproof  work 
clothing  for  the  oil  rig  workers. 

Returning  to  his  native  Lancashire, 
home  of  Britain's  once-great  textile  in- 
dustry, he  found  a  company  that  was 
bonding  modem  synthetic  fabrics  to 
make  cloth  for  mountain  climbing. 
Gibson  got  hold  of  the  fabric  and  had 
an  apparel  maker  rum  out  some  North 
Sea  work  suits  to  his  specifications. 
Then,  to  get  the  money  and  the  out- 
lets needed,  he  gave  sole  U.K.  distrib- 
utorship to  another  entrepreneur 
named  Roger  Carter,  who  runs  a 
welding  equipment  rental  business 
out  of  an  old  Methodist  mission  in 
Manchester.  Carter  realized  early  on 
the  possibilities  of  renting  equipment 
rather  than  selling  it,  and  in  15  years 
has  turned  his  family's  old  business  in- 
to a  $4-million  concern  with  outlets 
in  Glasgow,  Aberdeen,  Stockton-On- 
Tees  and  Manchester. 

But  suppose  Gibson  does  hit  it  big 
with  his  clothing:  Won't  he  just  have 
to  give  either  his  income  or  some  of 
the  business  itself  away  in  taxes? 
The  just-passed  capital  transfer  tax 
hits  very  heavily  at  any  passing  on  of 
a  business'  assets  to  one's  children, 
a  trust  fund  or  another  party.  It  is 
part  of  the  very  real  desire  on  the  left 
in  Britain  to  end  inherited  wealth, 
which  it  sees  as  a  bane  of  Britain's 
history.  On  top  of  that,  next  year  is 


Alistair  Gibson 

likely  to  see  passage  of  the  wealth 
tax,  which  will  tax  each  individual's 
total  wealth  over  $200,000  at  1%  to 
5%  of  gross  assets  (house,  car,  cloth- 
ing, TV  set,  etc. )  each  year.  The  gov- 
ernment will  hold  the  wealth  of  Brit- 
ain and  dispose  of  it  at  its  will. 
George  Orwell,  here  we  come. 

But  Gibson,  like  every  entrepre- 
neur, keeps  dreaming  of  independence 
for  his  own  business  and  the  rewards 
he  hopes  to  find  a  way  to  keep. 

This  spirit  is  what  Forbes  found 
among  many  youngish  entrepreneurs 
in  Britain.  Two  of  the  most  engaging 
and  hardworking  examples  are  Peter 
Bruckshaw  and  Ray  Piatt,  managing 
director  and  finance  director,  respec- 
tively, of  Loyne  Ltd.,  a  Manchester- 
area  company  specializing  in  anticor- 
rosion  coatings.  Bruckshaw,  43,  and 
Piatt,  39,  didn't  found  Loyne— the  firm 
goes  back  to  1946.  But  they  are  re- 
sponsible in  the  last  ten  years  for  mak- 
ing it  more  than  a  local  outfit.  They 
got  one  of  the  earliest  licenses  in 
Britain  for  du  Pont's  Teflon. 

Loyne  is  not  a  big  company.  Last 
year  it  cleared  £1  million  ($2.4  mil- 
lion then)  for  the  first  time;  it  will 
do  £1.4  million  ($2.8  million)  this 
year.  It  has  built  up  by  reinvesting 
the  profits  as  they  came  along,  and 
now  has  $625,000  in  stockholders' 
equity.  Last  year's  profit  of  $254,000 
was  liable  for  corporate  taxes  of 
$140,000.  But  the  company  paid  no 
tax,  because  it  put  up  a  brand-new 
plant  about  ten  miles  outside  Man- 
chester and  the  investment  earned  a 
tax  forgiveness.    This    is    the    second 


new  plant  Loyne  has  put  up  there.  It 
has  expanded  into  Northern  Ireland 
and  is  now  coating  North  Sea  struc- 
tures in  Scotland.  Piatt  talks  of  open- 
ing a  subsidiary  in  Scotland.  There 
are  tax  benefits  in  all  three  places. 

Loyne  is  a  small  firm  with  close  la- 
bor-boss relationships.  His  men  were 
bothered,  says  Bruckshaw,  by  the 
government's  recent  £6  limit  on  pay 
raises.  "They  would  have  settled  for 
£3  but  for  all  this  talk  of  a  £6 
limit."  He  blames  it  on  government 
bungling,  adding  a  blast  at  big  na- 
tionalized companies.  "They're  the 
trouble  with  Britain.  No  competition 
and  a  raise  for  one  is  a  raise  for  all." 

Bruckshaw  and  Piatt  draw  salaries 
of— are  you  listening  American  man- 
agers?—around  $12,500  a  year.  A 
profit-sharing  scheme  on  all  profits 
above  $100,000  can  double  their 
take.  But  the  tax  bite  is  so  big  that, 
quips  Ray  Piatt,  "it's  hardly  worth 
picking  it  up."  But  Bruckshaw  turns 
philosophic:  "We've  both  got  compa- 
ny cars  and  each  of  our  wives  has  a 
car.  We've  each  got  four-bedroom 
houses  and  Continental  holidays  every 
year.  If  we  were  spenders,  if  we 
wanted  a  Rolls  or  a  Jaguar,  it  would 
be  different.  But  we're  not.  Our  money 
is  adequate  for  our  style  of  life."  Then 
there's  the  excitement,  the  indepen- 
dence, the  love  of  one's  work. 

There  are  volumes  being  written 
and  spoken  about  the  decline  of  Brit- 
ain. Well,  it's  true.  Britain  has  de- 
clined. Its  living  standard  is  now  be- 
low most  of  Europe,  to  say  nothing 
of  the  U.S.  It  was  inevitable,  wrote 
George  Orwell,  who  chided  the  So- 
cialists for  not  telling  the  people  that 
"the  introduction  of  Socialism  may 
mean  a  serious  drop  in  the  standard 
of  living.  .  .  .  Yet  in  my  opinion  it  is 
probably  true.  .  .  ." 

Doubly  true  as  Britain  squelches 
the  entrepreneurs  who  could  help  bet- 
ter organize  the  limited  resources  of 
capital  that  Britain  still  possesses.  For- 
tunately, however,  the  spirit  of  enter- 
prise dies  hard.  There  are  still  men 
like  Sinclair  and  Bruckshaw  and 
Piatt.  Men  who  work  hard  for  the 
sheer  animal  spirits  involved,  men  like 
a  young  offset  printer  named  Chris 
Dixon  who  has  just  opened  his  own 
contract  print  shop  in  the  heart  of 
London.  "Now  the  middle  class  in- 
vestment of  capital  is  to  put  it  into  a 
house.  But  I  am  putting  it  into  a 
business,  and  I  won't  own  a  house. 
But  if  I  reinvest  the  profits,  the  Inland 
Revenue  is  happy  and  I  can  expand 
into  other  businesses.  I'm  dread)  iell 
ing  lithographs  of  Tower  Bridge  and 
St.  Paul's  in  the  States.'  Dixon  In 
in  fact,  in  B  I  onmiune  with  Ins  wile 
and  two  kids.   ■ 
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The  road  to  success  is  paved  with  rocks. 
Let  us  smooth  them  for  you. 


Johnnie  Walker 

Black  Label  Scotch 
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Famous  gourmet  discovers 

how  International  Paper  helps  keep 

frozen  French  fries  fresher 


The  gentleman  in  the  picture 
has  just  discovered  a 
mysterious  difference  between 
two  French  fries. 

He's  Maurice  Moore- Betty, 
the  internationally  respected 
gourmet  food  consultant, 
restaurateur,  cookbook  author 
and  proprietor  of  a  school  for 
gourmet  cooks. 

Both  fries  came  from  the 
same  batch  of  potatoes.  Both 
were  processed  the  same  day, 
in  the  same  frozen  food  plant. 
Both  were  stored  the  same 
length  of  time,  in  the  same 
freezer.  And  then,  as  part  of 
this  experiment,  Mr.  Moore- 
Betty  himself  cooked  the  fries 
together  in  the  same  frying  pan, 
for  the  same  length  of  time. 

Yet  while  one  fry  turned 
golden  brown,  the  other 
turned  darker. 

Packaging 
makes  the  difference 

The  only  difference  in  the 
pedigrees  of  the  two  French 
fries  is  packaging.  The  fry  that 
turned  darker  was  stored  in  a 
waxed  frozen  food  package. 
The  other  in  a  polyethylene- 
coated  carton  that  was  made 
by  International  Paper.  And 
therein  lies  a  tale. 

Years  ago,  food  technologists 
discovered  that  moisture  could 
escape  from  frozen  food 
packaging,  even  in  a  freezer. 
Over  a  period  of  time,  this  left 
the  food  less  moist  than 
processors  thought  it  should  be. 

Consumers  probably  didn't 
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WAXED  PACKAGE 

FRESH-SHIELD'"  PACKAGE 

Moisture  escapes  from  frozen  food  in  ivaxed  package,  then  escapes  through  cracks 
in  coating.  Fresh-Shield  package  slows  escape  of  moisture  from  package  and  food. 


even  notice  the  difference.  For 
example,  if  a  dry  French  fry 
turns  brown  faster,  housewives 
will  simply  take  it  out  of  the 
frying  pan  sooner.  But  the 
difference  still  bothered  finicky 
processors  of  frozen  foods. 

Part  of  the  problem  turned 
out  to  be  folds  in  the  packaging. 
Folding  sometimes  caused  the 
protective  wax  coat  to  crack  — 
and  each  crack  became  a  leak 
in  the  moisture  barrier. 

Another  problem  was  the 
wax  itself.  It  wasn't  always 
applied  to  the  package 
uniformly.  So  there  were  spots 
where  the  wax  was  too  thin  to 
protect  the  food  inside. 

Enter  International  Paper. 
We  were  one  of  the  pioneers 
in  the  development  of  packaging 
that  substitutes  a  uniform  and 
flexible  polyethylene  coating 
for  wax  —  sharply  reducing  the 
escape  of  moisture. 

Today,  our  Fresh-Shield™ 
cartons  help  dozens  of  different 


kinds  of  frozen  foods  retain 
their  moisture  longer.  And 
there's  an  added  benefit. 

More  sales  appeal 

The  polyethylene  coating 
also  protects  the  carton — against 
moisture  that  can  weaken 
paper  fibers.  So  Fresh- Shield 
cartons  resist  wilting  and 
crushing  better  than  waxed 
cartons.  That  gives  our  Fresh- 
Shield  packages  more  consumer 
eye  appeal. 

You  can  see  tr  e  result  in 
supermarket  freezers. 

Fresh- Shield. Another   - 
example  of  International  Paper's 
responsiveness  to  a  fast- 
changing  world  —with  innova- 
tive leadership  in  wood  products, 
hydrocarbons,  building  materials, 
pulp,  paper,  packaging  and 
non-woven  and  health  products. 
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New  Yorker's  engineering 
excellence  starts  with 
electronic  ignition  and 
Torsion  -  Quiet  rideV 

This  beautiful  new  Chrysler  New 
Yorker  Brougham  has  everybody 
talking.  It's  this  year's  finest 
Chrysler,  both  inside  and  out. 

Most  every  luxury  is  standard. 
Like  power  front  disc  brakes,  power 
steering,  and  power  windows.  A 
50/50  front  seat,  with  individual 
comfort  position  controls.  Pillow- 
soft  crushed  velour  interior. 
Electronic  digital  clock.  And 


"Everybody's  talking  about 
New  Yorkers  elegant  styling 
andcomforiV 


concealed  headlamps. 

Chrysler  engineering  is  especially 
worth  talking  about.  Including  a 
suspension  tuned  to  steel-belted 
radial  tires.  Plus  a  Phase  II 
Electronic  Ignition  System  that 
virtually  eliminates  tune-ups. 

And  here's  "The  ( 'lincher!" 

For  the  first  12  months  of  use  any 
Chrysler  Motors  Corporation  Dealer 
will  fix,  without  charge  for  parts  or 
labor,  any  part  of  our  1976 


"Just  think. . .  all  this  luxury 
at  a  New  Yorker  price!" 


passenger  cars  we  supply  (except 
tires)  which  proves  defective  in 
normal  use.  Regardless  of  mileage. 
The  owner  is  responsible  for  main- 
tenance services  such  as  changing 
filters  and  wiper  blades. 

See  the  new  Chrysler  New  York* 
Brougham  at  your  Chrysler- 
Plymouth  dealer's  today.  And  find] 
out  what  everyone's  talking  about. 


CHRYSLER 

MOTORS  CORPORATION 


\* 


The  1976  Chrysler  New  Yorker  Broii^hiiin 


Logo  Lovers 


Forget  Pucci  and  Gucci.  America's  hottest  status 
symbol  is  the  Budweiser  beer  hat. 

Millions  of  young  Americans-who 
love  to  parade  as  antibusiness  snobs- 
are  doing  their  parading  dressed  in 
Budweiser  hats,  Warner  Bros.  T- 
shirts,  Olympia  beer  bikinis— and  even 
Jaws  underwear. 

The  phenomenon  is  called  the 
"logo  tie-in." 

Nobody  knows  when  or  why  the 
fad  started,  but  old-time  merchandis- 
ers can't  believe  their  orders.  In  Feb- 
ruary Coca-Cola  offered  four  old- 
fashioned  Coke  glasses  for  18  bottle 
caps,  expecting  to  sell  1.6  million. 
Logo  lovers  bought  8  million,  forcing 
the  supplier,  Federal  Glass,  to  hire 
an  extra  100  workers  to  meet  the  de- 
mand. Little  Olympia  Brewery  got 
swamped,  too.  People  from  as  far 
away  as  Tanzania  sent  $7.95  for  its 
logo-bearing  backpacks.  And  100,000 
buyers  plunked  down  $2.95  for  412- 
foot  inflatable  Dole  bananas,  which 
presumably  have  100,000  uses.  (For 
example,  they  are  probably  the  only 
thing  20-foot  inflatable  gorillas  eat.) 

Even  Gift  Catalogs 

People  could  go  broke  buying  logo- 
ware,  and  it's  likely  some  have.  An- 
heuser-Busch has  licensed  800  man- 
ufacturers to  produce  over  1,000 
items  from  T-shirts  to  sports  jackets, 
all  sporting  what  is  becoming  the 
too-familiar  red,  white  and  blue  Bud- 
weiser beer  label.  Others  like  Play- 
boy Corp.,  Coors  and  even  U.S. 
Borax  all  offer  gift  catalogs  full  of 
logoed  items. 

Companies  aren't  the  only  ones  in 
the  act.  The  American  Dairy  Associa- 
tion, and  the  Idaho  Potato  Board  are 
also  jumping  in.  And  nobody  is  blitz- 
ing the  market  more  feverishly  than 
the  people  behind  the  hit  movie 
Jaws.  In  fact,  MCA  has  a  subsidiary 
busy  pushing  jaws  beach  towels, 
swimsuits— and  inflatable  sharks. 

Some  companies  are  in  it  for  the 
money,  but  only  some.  Product  mak- 
ers like  Coca-Cola  and  the  cigarette 
companies  just  try  to  break  even;  the 
profit  comes  indirectly  through  all  the 
free  advertising  they  get  from  the 
walking,  talking  billboards. 

For  those  who  seek  it,  there  is  ob- 
viously a  lot  of  money  to  be  made. 
Take  Charles  Bird,  founder  of  Los 
Angeles'  Beetleboards  of  America. 
Three  years  ago,  he  was  an  adman 
with  a  bright  idea.  Today  he  grosses 
$5  million  a  year  from  various  big 
companies  for  convincing  Volkswagen 


drivers  to  allow  their  cars  to  be  cov- 
ered with  the  logos  and  slogans  of  ad- 
vertisers like  Clairol,  Levi  Strauss, 
Salem  cigarettes  and  Ultra  Bright 
toothpaste  ("How's  your  love  life?"). 
Why  are  Americans,  especially 
those  under  25,  suddenly  logo  loco? 
Everybody  has  a  theory,  though  no 
one  has  the  answer.  Some  credit  (or 
blame)  nostalgia  and  cite  Morton's 
"Miss  Morton"  mugs  and  Coca-Cola 
serving  trays.  Others  suck  on  their 
pipes  and  pontificate  about  the  pop 
art  movement,  specifically  Andy  War- 
hol's Brillo  and  Campbell  Soup  works. 
But    a    bigger    reason    is    probably 


To  get  a  sense  of  belonging, 
Americans  are  starting  to  go 
around  like  walking  billboards. 
You  are  what  you  wear? 


youth's  longing  to  "belong"  to  any- 
thing. As  Beetleboard's  Bird  puts  it: 
"When  people  drive  one  of  our  cars, 
other  people  stop  and  talk  to  them." 
Suddenly,  they  are  somebody— though 
that  usually  amounts  to  being  the 
guy  in  the  funny-looking  car  with 
the  Budweiser  hat  on. 

Whatever  the  motivation,  you  ain't 
seen  nothing  yet.  The  latest  craze  is 
microencapsulated  logos,  which,  when 
scratched,  give  off  an  appropriate 
scent.  Food  makers  love  it.  So,  soon, 
for  instance,  the  kid  next  door  won't 
only  look  like  a  walking  pizza,  he's 
going  to  smell  like  one,  too.  ■ 
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Ladies  In  Tennis  Shoes—With  Lawyers 


Don't  laugh.  Uniroyal  isn't— and  shouldn't. 


The  blind-side  tackles  hurt  the 
worst,  as  any  quarterback  knows.  So 
pity  the  chief  executive  whose  legal 
advisers  think  that  the  best  defense  is 
to  hope  that  the  clock  runs  out  before 
the  opposition  catches  the  passer. 

Seven  years  ago,  Uniroyal  Inc. 
prudently  began  phasing  out  its  shoe 
manufacturing  operations  in  Misha- 
waka,  Ind.  Then  suddenly  late  last 
month,  wham!  That  seemingly  inno- 
cent decision  put  in  jeopardy  all  of 
Uniroyal's  federal  contracts  (15,  each 
for  $1  million  or  more),  while  leaving 
it  open  to  serious  claims  greater  than 
this  year's  probable  profits. 

Nestled  beside  the  St.  Joseph  River, 
the  old  gray  "Ball  Band"  plant  has 
been  a  landmark  since  the  Civil  War, 
a  Uniroyal  unit  since  the  turn  of  the 
century.  It  has  turned  out  everything 
from  Naugahyde-coated  fabrics  to 
aircraft  fuel  cells,  but  mostly  footwear 
—from  high-button  boots  to  sneakers. 

The  problem  is  that,  by  tradition  at 
Mishawaka,  women  made  the  foot- 
gear and  men  made  the  other  prod- 
ucts. So  when  the  shoemaking  was 
closed  down  or  transferred,  so  went 
the  women.  Even  those  with  greater 
seniority  than  the  men. 

Since  1968  a  seemingly  dispropor- 
tionate number  of  women  were  laid 
off-some  910  out  of  1,700.  The 
male/female  mix  has  gone  from  58%/ 
42%  to  70%/30%.  After  1967,  310  men 
were  hired,  but  no  women. 

Since  the  1965  Civil  Rights  Act 
prohibits  discrimination  against  wom- 
en workers,  that  looks  like  a  prima 
facie  no-no.  An  innocent  violation, 
perhaps,  but  a  potentially  messy  one. 

One  of  those  laid  off  was  Alta 
Chrapliwy,  a  fiercely  independent 
worker  whose  family  depended  on  her 
wages.  (Ms.  Chrapliwy  can  be  very 
uncompromising.  When  Forbes  called 
her,  we  asked,  "Is  your  name  Welsh?" 
She:  "No,  it's  Chrapliwy."  We:  'But 
is  it  Welsh?'  She:  'No,  it's  Chrapli- 
wy." It's  Russian.) 

Chrapliwy  sat  still  for  the  layoffs, 
hoping  to  be  called  back.  But  when 
the  company  canceled  her  supple- 
mental unemployment  benefits— while 
leaving  the  male  workers'  SUBs  un- 
touched—she packed  six  female  co- 
workers into  a  Chevrolet  and  headed 
for  Chicago  and  the  Equal  Employ- 
ment Opportunity  Commission. 

The  EEOC  tried  to  arrange  a  com- 
promise, failed,  and  so  introduced 
Chrapliwy  to  a  good  lawyer,  one 
Thomas  R.  Ewald.  He  agreed  to  take 
the  case  on  speculation.  For  the  mon- 
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ey?  Certainly,  but  not  just  for  the 
dough.  The  45-year-old  Illinoisan  has 
a  decade  of  highly  effective  under- 
dog work  behind  him,  in  government 
and  out— blacks,  chicanos,  women, 
Aleuts,  even  small  towns.  ' 

Ewald  took  charge,  filing  a  class- 
action  suit  for  back  pay  for  Chrap- 
liwy and  all  1,320  other  women  at 
the  Mishawaka  plant.  He  battered 
down  Uniroyal's  doors  in  discovery, 
produced  a  mound  of  evidence  of  dis- 


Ms.  Chrapliwy:  Pronounced  shrap- 
looey  but  spells  trouble  for  Uniroyal. 

crimination  in  Uniroyal's  own  hand- 
writing and  moved  in  1973  for  a  total 
summary  judgment  against  the  com- 
pany. The  judge,  who  had  found  Uni- 
royal in  bad  faith  by  dragging  its 
heels— ruled  against  the  company  on 
the  basic  issues— and  died  before  he 
could  finish  the  case.  It  has  been 
up  for  reassignment  for  a  year. 

And  so  Chrapliwy's  case  wound  up 
in  Washington  last  month.  To  turn 
up  the  heat  on  the  company,  Ewald 
sued  the  secretaries  of  Defense,  Labor 
and  the  Interior.  He  charged  the  Feds 
are  violating  their  own  rules  by  grant- 
ing Uniroyal  contracts.  After  all,  De- 
partment of  Interior  inspectors  them- 
selves checked  the  company  in  1972 
and  reported  that  Uniroyal  was/  dis- 
criminating against  women.  So  far,  the 
Government  position  is  that  it  will 
deal  with  Uniroyal  as  long  as  the  mat- 
ter is  in  the  courts. 

The  Washington   action   is   a   side- 


show, an  attempt  to  get  things  mov- 
ing again.  Government  work  comes 
to  perhaps  1%  of  Uniroyal's  work  over 
the  years.  This  may  account  for  the 
company's  desultory  approach  to  it; 
its  lawyers  waited  two  weeks  before 
picking  up  a  copy  of  the  complaint. 
Meanwhile,  however,  back  in  In- 
diana, claims  for  back  pay  for  the  en- 
tire class  of  Mishawaka  ladies  are  ac- 
cumulating at  the  rate  of  about  $2.6 
million  a  year  and  the  judge  who 
finally  inherits  the  case  could  set  the 
final  figure  considerably  higher  than 
the  current  $18.5  million.  A  young 
associate— not  a  partner— of  the  gen- 
eral counsel's  firm  still  heads  up  the 
case  for  Uniroyal.  And  what  probably 
could  have  been  settled  in  1968  for 
a  few  thousand  dollars,  or  for  a  few 
million  the  day  the  judge  died,  is  now 
a  big  chunk  of  money.  With  stagger- 
ing corporate  debt,  a  severely  under- 
funded pension  plan  and  an  imperiled 
dividend,  Uniroyal  needs  this  pyramid- 
ing liability  like  it  needs  a  hole  in 
the  head. 

Oh,  Oh! 

And  get  this:  Uniroyal  hasn't  yet 
mentioned  the  suit  to  shareholders  or 
the  Securities  &  Exchange  Commis- 
sion in  its  8-K  forms— not  even  after 
the  partial  summary  judgment  on  the 
three  apparently  critical  issues  of  dis- 
crimination went  against  them.  In- 
stead, the  company  quietly  took  on 
all  the  ladies'  union's  potential  liabili- 
ties, too.  These  omissions  could  open 
Uniroyal  to  still  more  liability— name- 
ly, suits  by  investors  who  could  claim 
they  weren't  told  about  a  material 
threat  to  the  company's  earnings. 

When  Forbes  asked  Chairman 
David  Beretta  about  the  suit  last  Jan- 
uary, he  said  he  wasn't  very  worried. 
When  we  asked  him  about  it  last 
month,  his  lawyer  said  he  wasn't  very 
worried.  General  Counsel  Myron  Kal- 
ish  said  the  contingent  liability  wasn't 
material  because  the  damage  claims 
were  "telephone  book  numbers— way 
too  high."  And  Haskins  &  Sells  partner 
Frank  Barfuss— who  hasn't  mentioned 
the  potential  liability  in  his  audits 
either-said,  "Well,  hopefully,  if  it 
holds  off  another  seven  years,  a  lot  of 
people  will  have  passed  away.  ...  If 
you  wait  long  enough,  inflation  will 
reduce  the  amount  of  the  thing." 

There    are    many    legal    minefields 
scattered   all    around    these   days    that 
pose  a   high   risk   to   the   unwary— OS 
pecially  to  a  company  without  a  good 
bomb-disposal  squad.  ■ 
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We  will  train  300  or  more  workers 
to  man  your  Puerto  Rican  plant. 
And  it  won't  cost  you  a  cent. 


Puerto  Rico  announces  P.E.T. 
Pre-Employment  Training. 
If  you  employ  300  or  more 
workers  in  Puerto  Rico  within 
18  months  of  plant  startup, 
P.E.T.  pays  the  cost  of  recruiting 
and  training. 

P.E.T.  then  takes  the  required 
supervisory  personnel  you   se- 
lect and  joins  you  in  training 
them  on  your  own  production 
equipment  in  the  United  States. 

P.E.T.  is  different  because  it  does  much 
more  than  just  pick  up  the  tab  for 
training. 

P.E.T.  is  your  partner  every  step  of 
the  way,  helping  you  plan  and  imple- 
ment a  program  targeted  to  one  single 
goal— earning  a  profit  without  delay. 

And  P.E.T.  stays  with  you,  supply- 
.  ing  additional  skilled  workers  to  meet 
your  manpower  schedules. 

P.E.T  pays  the  bills 

P.E.T.  benefits  include: 

•  Training  facilities.  P.E.T.  pays  for  a 
training  center  in  the  locality  where 
your  plant  is  being  built. 

•  Training  materials.  P.E.T  fully 
reimburses  you  for  the  cost  of  all  mate- 
rials used  in  both  classroom  and  shop. 

•  Trainee  compensation.  P.E.T.  pro- 
vides  financial   compensation   to 
trainees. 

•  Instructors'  salaries.  P.E.T.  reim- 
burses the  teachers  you  designate. 

•  Equipment  shipping.  P.E.T  pays 
shipping  coses  of  machinery,  spare  parts 
and  tools  furnished  by  you  for  use  in 
training. 

•  Specialized  training.  P.E.T.  pays 
the  cost  of  sending  candidates  to  parent 
company  locations  for  courses  in  com- 
pany  orientation,   management   and 
supervisory  skills. 

•  Recruiting  and  testing.  Following 
criteria  established  by  you,  P.E.T  re- 
cruits, screens  and  tests  candidates  for 
foreman  and  product  ion- line  positions. 

While  your  Puerto  Rican  plant  is 


P.  E.  T.  sent  training  supervisors  from  Puerto  Rico  to  study  the  manufacture  of  Avon's  costume 
jewelry  on  the  mainland.  At  no  cost  to  Avon  they'll  train  workers  on  the  island. 


made  ready,  P.E.T.  gets  to  work  pro- 
viding a  nearby  training  site. 

If  a  suitable  training  facility  doesn't 
exist  in  the  vicinity,  we  build  one. 

P.E.T  finds  your  people 

You'll  always  have  the  final  word  on 
the  selection  of  worker  trainees  already 
recruited,  screened  and  tested  from 
among  the  local  labor  force.  P.E.T  uses 
aptitude  tests,  bilingual  audits,  educa- 
tion and  employment  analyses  to  give 
you  the  best  candidates. 

P.E.T  is  equally  thorough  in  re- 
cruiting and  screening  plant  super- 
visory personnel.  To  locate  the  most 
capable  candidates,  we  draw  upon  pro- 
fessional societies,  educational  institu- 
tions and  our  own  personal  contacts. 

If  you  want  to  send  some  supervisor 
trainees  to  your  headquarters  for  spe- 
cial instruction,  P.E.T.  pays  salary,  per 
diem,  and  transportation  costs. 

Once  your  training  program  is 
underway,  P.E.T.  reimburses  the  instruc- 
tors you  select,  compensates  the  train- 
ees and  pays  the  total  cost  of  raw 
materials  consumed  in  training. 

P.E.T.  sees  you  through 

P.E.T.  takes  worker  motivation  as  seri- 


orientation  program  for  all  trainees. 
They  attend  thorough  briefings  on 
safety,  productivity,  absenteeism,  tardi- 
ness and  other  topics  you  may  consider 
necessary. 

Free  booklets 

To  find  out  more  about  the  P.E.T  pro- 
gram and  about  the  many  other  incen- 
tives Puerto  Rico  offers  to  U.S.  manu- 
facturers, send  the  coupon  below  for 
free  copies  of  our  two  new  fact-filled 
booklets. 


r 1 

Commonwealth  of  Puerto  Rico 
Economic  Development  Administration 

Dept.FB- 19, 1290  A  venue  of  the  Americas 
New  York,  N.Y.  10019 

Please  send  me  free  copies  of  your  new 
booklets  "P.E.T.  Project"  and  "Puerto  Rico- 
Profit  Island,  U.S.A."  which  explain  how 
my  business  can  profit  from  the  many  bene- 
fits which  Puerto  Rico  offers,  such  as  free 
pre-employment  training  and  100%  tax 
exemption. 

The  products  I  might  be   interested  in 
manufacturing  in  Puerto  Rico  are: 


Name_ 
Title- 


Company. 

Address 

City 


.State. 


_Zip_ 


ously  as  you  do.  We  provide  a  general 

e  1975  Commonwealth  of  Puerto  Rico 

P.E.T.  is  jointly  sponsored  by  the  Right  to  Employment  and  the  Economic  Development  Administrations  of  the  Commonwealth  of  Puerto  Rico 


A  Rose  By  Any  Name 

Israel's  thriving  kibbutzim, 

begun  as  socialistic  communes, 

have  taken  a  tiny  turn  toward  capitalism. 


In  1935  Issachar  Vardy  signed  on 
with  several  dozen  young  Jewish  so- 
cialists who  had  formed  Kibbutz 
Naan  in  the  bleak  Palestine  desert 
east  of  Tel  Aviv.  Like  other  Israeli 
kibbutzim,  Naan  was  founded  as  an 
agricultural  commune  in  which  no 
member  owns  property  beyond  his 
own  personal  effects.  It  operates  on 
the  principle  that  all  work  is  good,  no 
matter  how  menial;  therefore  every 
member  deserves  equal  benefits  from 
the  members'  collective  efforts. 

Under  any  system,  life  at  Naan 
would  have  been  rugged  when  Vardy 
joined  up.  By  day,  he  and  his  com- 
rades toiled  to  nurture  citrus  groves 
and  grain  fields  in  the  arid  soil.  By 
night,  they  huddled  in  tents,  as  did 
their  Bedouin  neighbors.  Wooden  bar- 
racks came  a  few  years  later. 

Slowly,  they  prospered.  Today 
Naan's  acres  are  lush  with  fruits  and 
grain.  Vardy  and  nearly  1,000  fellow 
kibbutzniks  (half  of  them  children) 
now  live  nestled  among  the  citrus 
groves  in  spacious,  modern  housing 
similar  to  American-style  garden 
apartments.  The  children,  as  in  the 
old  days,  sleep  apart  from  the  adults. 

But  there  came  a  time,  as  it  has  for 
many  of  Israel's  250  kibbutzim,  when 
income  from  the  citrus  groves  could 
no  longer  provide  adequately  for  Kib- 
butz Naan's  growing  needs:  new 
school  buildings,  a  larger  dining  hall, 
expanded  health-care  facilities  and, 
for  the  youngsters  who  must  be  in- 
duced to  stay  on  at  Naan,  such  things 
as  college  tuitions  and  a  gymnasium. 
Kibbutzniks,  like  other  people,  wanted 
a  better  life  for  their  children. 

There  came  a  time,  too,  when  many 
of  Vardy's  first-generation  comrades 
from  the   1930s  were  simply  too  old 


to  work  under  the  broiling  sun  all  day. 
At  that  point,  ideology  notwith- 
standing, a  capitalist  revolution  came 
to  Kibbutz  Naan.  The  members  at 
Naan  decided  by  majority  vote  that 
the  best  way  to  generate  additional 
income  and  provide  less  arduous  em- 
ployment for  aging  comrades  was  to 
go  into  business,  using  capital  gen- 
erated from  their  agricultural  activi- 
ties. What  business?  They  hit  upon  a 
product  they  knew  well  in  their  arid 
land:  automatic  water  sprinklers  that 
could  be  sold  to  other  kibbutzim  and 
Israeli  farmers,  and  also  be  exported. 

Is  25%  OK? 

To  make  a  long  story  short,  the 
business  clicked.  Now  called  the 
Naan  Mechanical  Works,  Vardy  is  its 
managing  director.  His  workforce  of 
some  200  mostly-over-50  kibbutz- 
niks manufactures  a  broad  line  of 
sprinklers,  with  annual  sales  of  $4 
million  to  $5  million.  About  two- 
thirds  of  those  sales  are  exports,  main- 
ly to  the  U.S.,  where  Naan's  lawn 
sprinklers  are  distributed  widely  by 
New  Jersey-based  Melnor  Industries. 

And  profits?  At  the  mention  of 
the  word  a  smile  creases  Vardy's  griz- 
zled face.  Standing  alongside  a  pile 
of  crates  bound  for  the  U.S.,  Vardy 
says:  "They  are  okay,  if  you  call  25% 
okay."  Vardy  figures  he  can  turn  out 
sprinklers,  from  forgings  to  assembly, 
at  perhaps  one-third  the  U.S.  unit 
labor  cost,  chiefly  because  his  work- 
ers, in  effect,  get  little  more  than 
room  and  board.  So  the  grandfathers 
and  grandmothers  at  Kibbutz  Naan 
hold  their  own  in  worldwide  com- 
petition and  generate  roughly  $1  mil- 
lion a  year  in  what  Vardy  prefers  to 
call  "surplus."  And  his  children's  chil- 


Kibbutz  Naan's  Vardy.  His  grandmothers  and  grandfathers  compete  worldwide. 


dren  can  splash  around  in  a  huge 
swimming  pool  and  attend  schools  as 
well-equipped  as  most  in  the  U.S. 

There  are  similar  stories  at  scores 
of  other  Israeli  kibbutzim  today, 
whose  annual  sales  run  to  $500  mil- 
lion. Many  that  industrialized  after 
Naan  manufacture  far  more  sophis- 
ticated products.  At  Kfar  Blum  along 
the  Syrian  border,  where  they  live 
surrounded  by  minefields  and  take 
regular  turns  at  guard  duty,  mem- 
bers produce  electronic  panels  and 
controls.  Roughly  40%  of  Israel's 
growing,  plastics  output  comes  from 
kibbutzim.  They  produce  one-fourth 
of  its  wood  products  and  a  goodly 
percentage  of  its  processed  foods. 

Kibbutzim  have  long  held  a  central 
role  in  Israel;  they  supplied  a  dis- 
proportionately large  number  of  Is- 
rael's military,  political  and  business 
leaders,  from  Founding  Father  Da- 
vid Ben-Gurion  on.  And  now  the  kib- 
butzim are  playing  an  important  part 
in  Israel's  drive  for  exports.  In  such 
key  areas  as  metals,  electronics,  plas- 
tics, wood  products  and  food,  they 
export  greater  percentages  of  their 
output  than  private  industry.  Those 
exports  are  essential.  Defense  expen- 
ditures have  soared  since  1973's  Yom 
Kippur  War,  when  the  Israelis  were 
caught  off  guard,  leaving  the  nation 
.  with  a  $3.5-billion  trade  deficit. 

To  be  sure,  not  every  attempt  at 
industrialization  has  panned  out.  But 
for  the  most  part,  kibbutz  industries 
have  thrived.  The  will  to  succeed 
is  a  major  factor,  along  with  low 
unit  labor  costs.  Moreover,  kibbutz 
technology  is  growing,  as  youth  ed- 
ucated out  of  the  industrial  "sur- 
pluses" return  to  apply  their  univer- 
sity training.  Now,  too,  the  kibbutz 
industries  are  amply  financed.  Those 
that  export  can  get  government  loans 
at  highly  advantageous  interest  rates. 
Loans  also  come  from  the  Histadrut, 
the  ubiquitous  Israel  labor  organiza- 
tion, known  widely  as  the  nation's 
"second  government,"  under  whose 
auspices  the  kibbutzim  operate. 

For  Issachar  Vardy,  now  53,  his 
managerial  success  has  brought  lit- 
tle personal  gain.  His  annual  coin 
pensation,  determined  by  Kibbutz 
Naan's  rotating  directorate,  is  exact- 
ly the  same  as  that  of  neighbors  who 
work  on  his  production  line.  His  home 
is  no  larger  than  anyone  else's  at 
Naan.  His  worldly  possessions  do  in- 
clude a  few  frills  such  as  a  television 
set  and  a  stereo,  but  the  tiny  Euro- 
pean ear  he  sometimes  uses  belongs 
to  the  kibbutz— a  "perk"  rather  than 
a  possession. 

Is  this  capitalistic  socialism  or  so 
eialistic  capitalism?  The  distinction 
isn't  important  to  Vardy.  "We  neede  I 
to  do  it,"  he  says,  "so  we  did  it."  ■ 
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Instant 
checkup. 

Get  to  the  heart  of  the 
matter  quickly  when  you 
want  to  check  the  perfor- 
mance readiness  of  cars, 
ships,  planes  and  other 
complex  equipment. 

Now  you  can  test  their 
vital  signs  with  electronic 
diagnosis  by  RCA  auto- 
mated check-out  systems. 

One  of  our  systems  cuts 
automobile  maintenance 
check-out  time  by  as  much 
as  80%. 

Another  reduces  jet 
engine  fuel  control  testing 
time  by  nearly  two-thirds. 

Still  another  gives  an 
instantaneous  "push- 
button" readout  of  the 
operational  readiness  of 
shipboard  systems. 

We  even  have  a  system 
that  constantly  checks— 
and  controls— a  modern 
building's  vital  functions, 
such  as  lighting, 
security,  air  flow  and 
elevator  service. 

Innovating 
in  electronics. 


From  the  beginning. 
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ig  in  the  Gulf  of  Mexico, 
tch  North  Sea,  the  Red  Sea  and 
our  future  needs  in  gasoline  for 
ar.and  heating  oil  for  your  home. 


We're  experimenting  with  ways  to  lay  pipe 
through  the  ice  of  the  Canadian  Arctic  Islands, 
one  of  our  potential  sources 
of  natural  gas  in  the  future. 
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In  this  "chamber  of  silence,"  Tenneco's 

Walker  Manufacturing  carries  on  scientific  research 

in  auto  exhaust  systems  to  minimize  noise  pollution. 


Tenneco  Chemicals  makes  plastics  for 

many  basic  uses,  including  beautiful,  durable  flooring 

and  foam  underlining  for  carpeting. 


More  and  more  companies  are  using 
recycled  packages  for  their  products. 
Our  Packaging  Corporation  of  America, 
the  third  largest  recycler  in  the  country, 
supplies  cartons  and  containers  to  over  300 
of  the  nation's  top  500  companies. 
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Hydro-cooling  lets  us 
pick  and  deliver  selected  fresh  fruits 
to  market  under  our  Sun  Giant""  label 
at  peak  maturity.  Quick  chilling  in 
near-freezing  water  inhibits  overripening. 


This  is  the  unique  membrane 

lining  which  will  be  used  in  our  giant 

LNG  carrier  ships.  It  is  designed 

to  keep  the  temperature  of  liquefied 

natural  gas  at  260  degrees  below 

zero  for  transport  from  abroad 
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There  isn't  a  farm  job  too  big  or  too 
little  for  one  of  our  J  I  Case  tractors.  That  division 
of  Tenneco,  including  David  Brown,  Davis  and  Drott,  also 
makes  a  full  line  of  construction  equipment. 


Every  word  and  photo  on  these  two 
pages  is  about  the  f  utu  re . 

Yours  and  ours. 


The  only  thing  more  important  than  today  is 
tomorrow.  At  Tenneco  we're  working  now 
to  meet  the  basic  needs  of  the  future.  Yours 
and  ours. 

oil.  To  help  provide  oil  for  heat  and  power, 
we  have  a  major  exploration  program  in 
progress.  Most  of  it  is  taking  place  on  our 
own  continent.  But  we're  also  exploring  in  the 
British  North  Sea  and  other  promising 
places  around  the  world. 

natural  GAS.The  natural  gas  you  use  today 
may  come  to  your  supplier  through  our 
1 5,737-mile  pipeline  system,  the  largest  in 
the  U.S.  To  help  meet  your  future  needs, 
we're  drilling  from  the  Canadian  Arctic 
Islands  to  the  Gulf  of  Mexico,  and  preparing 
to  import  liquefied  gas.  We're  also  re- 
searching the  gasification  of  coal. 

FOOD.Our  agricultural  division,  which  packs 
and  markets  fresh  produce  for  over  3,000 
independent  growers,  is  helping  to  develop 
improved  varieties  of  fruits  and  vegetables 
for  your  table. 

emission  controlOut  Walker  Manufacturing, 
currently  supplying  catalytic  converters  to 
one  of  America's  major  car  manufacturers, 
is  deeply  involved  in  research  in  the  area 


of  emission  and  acoustical  control  to  help 
find  solutions  to  tomorrow's  problems. 

tractors.  Our  J  I  Case  construction  and  farm 
equipment  division  is  expanding  worldwide 
to  build  machinery  that  will  help  fill  the  need 
for  more  food  and  more  houses. 

CHEMiCALS.Through  Tenneco  Chemicals, 
we're  expanding  our  capacity  to  produce  the 
versatile  plastics  so  vital  to  our  nation's 
economy.  And  the  expansion  of  our  paint 
colorant  plants  makes  us  the  world's  largest 
supplier. 

SHiPS.Our  Newport  News  Shipbuilding  is 
completing  a  new  yard  for  the  construction  of 
large  commercial  ships,  including  carriers 
to  bring  you  needed  energy  from  overseas. 

pACKAGiNG.Just  about  everything  you  use 
comes  in  a  package.  And  our  Packaging 
Corporation  of  America  is  working  to  insure 
that  there  will  be  no  shortage  of  needed 
packages  in  the  future.  We're  expanding  our 
facilities;  we've  become  the  nation's  third 
largest  user  of  recycled  waste  paper;  and 
we're  planting  "Supertrees"  that  grow  faster. 

Tenneco  is  preparing  for  the  future.  Prepar- 
ing to  serve  you  and  the  nation  in  the  years 
ahead.  Tenneco  Inc.,  Houston,  Texas  77001 . 


Tenneco 


The  not-so-accessible  Beaulieu  and  how  to  find  it. 


There's  a  kind  of  community 
of  Beaulieu-lovers  who  speak 
for  us.  Thus,  there  are  always 
more  people  who  want 
Beaulieu  than  there  are  bottles 
of  our  wine. 

Won't  you  bear  with  us?  As 
a  matter  of  fact,  this  year 


we're  fortunate  enough  to 
have  a  bit  more  to  go  around 
so  there's  a  greater  likelihood 
that  Beaulieu  is  at  your  wine 
merchant.  Of  course,  when 
you're  dining  out  chances  are 
you'll  find  us  on  the  wine  list 
at  superlative  restaurants. 


HEAULIEU  VINEYARD  TABLE  WINE,  RUTHERFORD.  NAPA  COUNTY.  (    \l  II  <  IRNIA 


Do  remember  that  our  beau- 
tiful Napa  Valley  vineyards 
are  small,  our  grapes  are  pedi- 
greed, and  our  Estate  and 
Vintage-bottled  wines  are  per- 
haps the  most  fastidious  in  the 
land.  If  it  weren't  so  we'd 
surely  be  more  accessible. 


A  Chip  Off  The  Old  Block 


That's  Mike  Collins,  31,  who  has 

taken  his  grandfather's  smart  hard  sell 

and  given  it  a  Harvard  Business  School  twist. 

"It  took  a  unique  entrepreneurial 
talent  to  build  up  Fidelity  Union," 
pontificates  Michael  Collins,  31,  presi- 
dent of  Fidelity  Union  Life  Insurance 
Co.,  as  he  leans  across  the  lunch  table 
at  Dallas'  exclusive  City  Club.  "It 
takes  a  different  management  skill  to 
take  a  one-man  show  and  leap  into 
the  big  time." 

That's  fancy  Harvard  Business 
School  talk  to  explain  how  Mike  Col- 
lins took  his  grandfather's  lagging 
company  and  in  just  two  years  trans- 
formed it  into  one  of  the  fastest- grow- 
ing fife  insurance  companies  in  the 
U.S.  Collins  likes  to  talk  about  man- 
agement skills  and  computer  capa- 
bilities. It  would  be  closer  to  the  facts 
to  say  that  it  is  old-fashioned  hard 
sell  that  has  pushed  Fidelity  Union's 
sales  up  26%  in  73,  and  35%  in  74, 
vs.  an  annual  industry  average  of  10%. 

Mike  Collins  didn't  learn  hard  sell 
at  Harvard,  but  at  the  knee  of  his 
grandfather,  Carr  P.  Collins  Sr.  The 
elder  Collins,  a  Bible-quoting  teeto- 
taler who  at  age  83  still  goes  to  the 
office  every  day,  founded  the  compa- 
ny in  the  1920s  on  a  borrowed 
$100,000.  He  paid  off  that  debt  dur- 
ing the  Depression  with  profits  from 
Crazy  Water  Crystals,  whose  laxative 
qualities  he  tirelessly  promoted  over  a 
local  hillbilly  radio  station.  (In  fact, 
he  overpromoted  the  stuff.  The  Pure 
Food  &  Drug  Administration  even-* 
tually  got  riled  up  over  his  strong 
claims  and  forced  him  out  of  that 
business.)  Mike's  father,  James  Col- 
lins, ran  the  insurance  company  for 
some  ten  years,  but  after  falling  out 
with  the  founder  ran  for  the  U.S. 
Congress,  where  he  now  represents 
Texas'  Third  Congressional  District. 

The  company  languished  until  the 
grandson  took  charge  in  1973.  Young 
Collins  turned  out  to  be  a  very  pol- 
ished chip  off  the  rugged  old  block. 

One  of  the  first  things  Mike  Col- 
lins learned  from  grandpa  was  that 
life  insurance  isn't  bought;  it  is  sold. 
He  doubled  the  sales  force— to  2,400 
—and  expanded  his  marketing  targets 
and  methods.  But  the  basic  approach 
stayed  the. same— push,  push,  push. 

Fidelity  Union  has  a  specialty,  de- 
veloped years  ago  by  Collins'  father. 
It  sells  first-time  policies  to  college  se- 
niors—straight life  for  the  most  part. 
These  account  for  two-thirds  of  the 
face  value  of  its  policies.  It  sells  so 
well  that  one  American  college  senior 


Collins  of  Fidelity  Union 

in  every  20  ends  up  buying  a  Fidelity 
Union  policy.  This  year,  with  ordi- 
nary life  insurance  sales  as  a  whole 
down  by  1%,  the  number  of  Fidel- 
ity CollegeMaster  policies  sold  will 
increase  by  15%. 

It's  fair  to  ask  why  college  seniors 
need  whole  life  insurance;  that's 
where  the  hard  sell  comes  in.  Like 
many  other  aggressive  insurers,  Fi- 
delity manages  to  sell  policies  with 
premium  premiums.  Any  way  you 
slice  it,  the  seniors  pay  dearly  for 
the  CollegeMaster  policies.  A  Fidel- 
ity Union  nonparticipating  (that  is, 
nondividend-paying)  basic  whole  life 
policy  issued  at  age  25  and  surren- 
dered for  its  cash  value  ten  years  later 
will  have  cost  $6.45  per  $1,000  of 
face  value  per  year,  according  to 
Kiplinger's  Changing  Times.  A  simi- 
lar Allstate  policy,  one  of  the  cheap- 
est around,  costs  $3.98. 

But  Fidelity's  real  profitability  lies 
in  its  ability  to  train  agents  quickly 
and  relatively  cheaply.  For  one  week, 
Fidelity  brings  new  agents  to  Wild- 
briar,  the  old  Collins  family  ranch 
near  its  Dallas  headquarters.  There 
they  are  given  intensive  training  in 
selling  the  easily  processed  College- 
Master  policy.  They  are  drilled  in  the 
industry's  standard  sales  tactics.  They 
are  taught,  for  example,  to  play  down 
the  life  insurance  feature  and  play  up 
the  savings  feature.  Fidelity  can  af- 
ford to  pay  its  agents  (the  bulk  of 
them  recent  college  graduates)  70% 
of  the  first  year's  premium  as  com- 
mission; the  legal  ceiling  in  New 
York  State,  one  of  two  states  in  which 


Fidelity    does    not    operate,    is    55%. 

As  a  young  man  himself,  Mike  Col- 
lins is  intensely  aware  of  the  way  in 
which  the  women's  movement  is 
changing  attitudes.  A  full  25%  of  his 
agents  are  women,  and  they  are 
taught  to  hit  first  on  women's  pride, 
then  on  fear:  1)  A  liberated  woman 
needs  a  policy  to  replace  the  financial 
security  that  marriage  once  provided, 
and,  2)  90%  of  all  women  over  65 
are  broke,  the  company  claims. 

Perhaps  the  strongest  selling  point 
to  college  seniors,  however,  is  the  low 
initial  cash  outlay  involved.  A  student 
can  buy  a  $15,000  face  value  basic 
life  policy  by  paying  only  $10  down; 
he  signs  a  note  for  the  rest  of  the  first 
year's  $164  premium.  To  make  sure 
that  the  agent  keeps  after  the  policy- 
holder after  graduation,  Fidelity  has 
him  cosign  the  client's  note.  Then  it 
holds  in  escrow  25%  of  the  agent's  first 
year's  commissions  up  to  $5,000;  if  a 
policy  lapses  with  the  note  unpaid, 
the  agent  is  docked  for  it. 

Yet  another  gimmick:  The  student 
policyholder  is  encouraged  to  make 
his  prospective  alma  mater  beneficiary 
for  a  small  part  of  the  policy,  say  2%. 
The  agent  notifies  the  school,  which 
often  sends  the  student  a  thank-you 
letter.  As  a  result,  many  students 
think  the  school  is  endorsing  the 
company  and  its  insurance  policies. 

Powerful  Incentive 

Some  critics  have  strong  objections 
to  Fidelity's  marketing  on  campus. 
"Fidelity  Union  calls  theirs  a  deferred 
payment  plan— that's  deceptive,"  says 
Professor  Joseph  M.  Belth  of  Indiana 
University's  School  of  Business.  "The 
student  is  just  borrowing  from  Fidelity, 
with  interest,  to  pay  his  first  annual 
premium  in  full." 

"The  note  is  the  biggest  incentive  we 
have  to  keep  a  young  family  paying 
on  their  insurance,"  counters  Robert 
Lackey,  Fidelity's  new  young  mar- 
keting vice  president.  "They  face  not 
just  losing  their  protection,  but  having 
to  pay  the  full  amount  of  that  first 
year's  premium  plus  interest.  They 
think  about  that  for  a  while  and  they 
pay  that  second  annual  premium." 

Mike  Collins,  somewhat  defensive- 
ly, says:  "We  don't  pretend  that  whole 
life  is  the  end-all  and  the  be-all.  It's 
just  the  first  part  of  a  balanced  finan- 
cial package  that  gets  the  student  to 
start  saving  money." 

Fidelity  Union's  critics  disagree, 
noting  that  for  the  past  five  years  the 
company's  lapse  rate  has  been  9.5% 
to  10%,  vs.  an  industry  average  of  6% 
to  6.4%.  And  Indiana's  Professor  Belth 
is  not  the  only  campus  objector  to 
Collins'  tactics.  Fidelity  could  well 
become  a  target  of  a  consumerist  or 
political  movement.  ■ 
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A  Quiet  Day  In  The  Bond  Business 


Good  bond  traders  are  extremely  well  paid.  They  earn  every  penny. 


Whether  New  York  defaults  of  not, 
the  municipal  bond  market  will  nev- 
er be  the  same.  The  old  sense  of  con- 
fidence and  trust  is  gone— perhaps 
forever.  We  decided  to  go  see  how 
they  were  coping   under  the  strain. 

"Tins  is  what  we  call  a  quiet  day," 
says  Jeffrey  Weinlandt,  pausing  to 
shout  a  price  quotation  across  the 
trading  room.  But  a  "quiet  day"  for 
Weeden  &  Co.'s  chief  municipal  bond 
trader  would  be  madness  to  most. 

Ranged  in  front  of  Weinlandt  is  a 
bank  of  direct  phone  lines  to  the  bro- 
kers and  dealers  he  talks  to  most  fre- 
quently. And  when  they  ring,  they 
ring  all  at  once.  His  harried  assistants 
can  take  some  of  the  calls,  but  they 
have  to  go  back  to  him  for  major 
decisions.  So  Weinlandt  will  have  one 
dealer  on  the  phone  waiting  for  a  de- 
cision while  two  other  traders  are 
anxiously  waving  slips  of  paper  under 
his  nose. 

In  a  way,  this  is  a  scene  that  would 
be  familiar  to  any  newspaperman 
—that  panicked  rush  in  the  city  room 
in  the  hour  or  two  before  deadline. 
But  for  the  bond  people,  the  hyper- 
activity isn't  an  hour  a  day— it's  their 
whole  working  lives. 

Weinlandt  probably  doesn't  look 
like  your  idea  of  a  municipal  bond- 
man. The  bearded,  sharp-dressing  29- 
year-old  would  fit  right  in  at  an  ad- 
vertising agency's  creative  department 
or  even  in  a  record  studio.  But  the 
bond  business  is  no  longer  the  pre- 
serve of  what  the  songwriter  called 
"the  breakfast-eating  Brooks  Brothers 


type."  He's  more  likely  to  be  a  swing- 
ing finger-snapping  type. 

On  this  day  in  mid-October,  the 
municipal  market  was  pausing  after  a 
rally  that  had  lasted  several  days. 
Across  the  country,  traders  were  get- 
ting a  feeling  that  it  was  time  for  a 
"technical  correction"— but  how  big 
would  the  decline  be?  "This  market 
has  gotten  so  nervous,"  says  Wein- 
landt, "that  the  least  little  thing  com- 
ing off  the  news  services  will  affect 
the  price  of  a  bond." 

As  the  morning  trading  rush  starts, 
Weinlandt  adds:  "Things  like  the  New 
York  City  and  New  York  State  situa- 
tion have  really  hurt  the  rating  ser- 
vices. When  New  York  City  couldn't 
come  to  market,  Moody's  still  had  an 
A  rating  on  its  paper.  So  a  trader 
needs  more  than  just  the  services  to 
reach  a  market  value  for  a  bond.  You 
have  to  look  at  the  individual  credit. 
You  can't  just  say  this  is  an  A-rated 
bond,  that's  an  A-rated  bond,  there- 
fore they'll  trade  the  same." 

"Jeff,  Mellon  Bank!"  a  colleague 
shouts.  Weinlandt's  counterpart  at  the 
big  Pittsburgh  bank  wants  to  swap 
information.  "What  kind  of  an  Illi- 
nois market  is  out  there?"  There's  been 
a  political  fight  in  Illinois  over  the 
state's  budget.  Politicians  are  trading 
threats  and  accusations,  sending  jitters 
through  the  bond  market. 

Weinlandt  assures  the  Mellon  man 
that  the  Illinois  controversy  is  more 
theatrics  than  threat.  They  swap  some 
price  information  and  sign  off.  "Usual- 
ly, we  don't  tell  each  other  what 
we've  paid  for  a  bond,  but  since  we 


were  buying  identical  bonds,  and 
since  he's  a  personal  friend,  I  don't 
mind  telling  him  what  I've  paid  and 
he  doesn't  mind  telling  me  what  he's 
paid.  It  gives  both  of  us  a  much  bet- 
ter feel  for  the  market." 

That's  the  shadow  market  behind 
the  bond  market  itself— the  exchange 
of  information.  As  Weinlandt  puts  it, 
"Bond  trading  is  a  zero-sum  game— 
if  you  win,  somebody  else  loses."  The 
winners  have  just  slightly  better  in- 
formation than  anyone  else. 

By  11:30  the  trading  has  slacked 
off,  as  bondmen  pause  to  measure  the 
market's  direction  or  go  to  lunch. 
Weinlandt  turns  the  phones  over  to 
an  assistant  and  starts  to  work  out 
the  terms  of  a  swap  one  of  Weeden 's 
salesmen  has  arranged:  "One  of  our 
customers  wants  to  exchange  some 
'washtubs'  [bonds  issued  by  the 
Washington  Suburban  Sanitary  Dis- 
trict] for  some  State  of  Delaware 
bonds  we  have.  They're  both  A  rated, 
but  the  washtubs  aren't  a  state  gen- 
eral-obligation issue,  so  they'll  sell  at 
a  discount.  Over  the  past  few  years 
that  spread  has  widened  a  good  deal." 

Weinlandt  never  really  breaks  for 
lunch.  Weeden  provides  a  free  meal 
for  the  trading  room  people,  and  most 
of  them  eat  at  their  desks.  As  he  bites 
into  his  hot  pastrami  sandwich,  he 
recalls  how  he  got  into  this  business. 

"The  old-school  tie  used  to  be  im- 
portant, but  it  isn't  really  worth  much 
anymore.  That  really  ended  about 
the  time  of  the  August  1966  credit 
crunch.  The  crisis  in  the  bond  mar- 
kets at  that  time  was  more  than  old- 


If  the  taxis  don't  get  ya,  the  Federal  Reserve  will.  But  bond  trader  Weinlandt  seems  to  thrive  on  the  pace. 


school  types  could  handle,  so  you  had 
almost  an  overnight  and  radical 
change  in  the  sort  of  people  who  went 
into  this  business." 

Weinlandt's  path  was  through  Bos- 
ton College,  Wharton  School  and  a 
headhunter's  ad  in  The  New  York 
Times.  He  had  originally  thought  of 
becoming  a  securities  analyst.  He  took 
the  trader-trainee  position  with  Weed- 
en  on  a  moment's  whim.  Weeden's 
management  spotted  him  as  a  comer, 
and  now,  after  three  years,  he's  well 
on  his  way.  At  29,  he  holds  a  job 
once  manned  by  Secretary  of  the 
Treasury  William  Simon. 

Lunch  ends  with  a  call  from  a 
trader  in  Boston.  "Why  is  the  market 
off,  Jeff?"  Weinlandt  ruminates  for  a 
moment.  "We  ran  it  up  too  high  last 
week,  and  scared  retail  away.  People 
are  still  waiting  for  retail  to  buy  bonds 
before  they  commit  themselves." 

The  "retail"  customers  are  institu- 
tions or  wealthy  individuals  buying 
for  their  own  account,  not  for  quick 
turnaround  trading.  There  has  been  a 
remarkable  shift  in  municipal  bond 
ownership  in  recent  years.  In  1970 
over  90%  of  new  bond  issues  were 
bought  by  banks;  in  1975  over  90% 
are  being  bought  by  individuals. 
Banks  have  been  liquidating  their 
municipal  portfolios  as  the  demand 
for  loans  has  mounted  and  as  banks 
have  found  other  ways  to  shelter  in- 
come from  taxes.  Individual  investors, 
quitting  the  stock  market  and  looking 
for  a  safe  tax  shelter,  have  taken  up 
the  slack. 

But  today  the  retail  customers  were 
skittish,  in  part  because  more  New 
York  City  financial  cliffhangers  lay 
ahead.  So  while  the  customers  were 
watching  New  York,  Weinlandt  and* 
his  Boston  colleagues  were  watching 
the  customers. 

As  Weinlandt  hung  up,  his  boss, 
Vice  President  Wayne  Jahns,  came  up 
to  discuss  some  State  of  Maryland 
bonds  that  have  been  coming  on  the 
market.  "There  are  several  big  blocks 
around,"  says  Jahns,  "and  they're  get- 
ting to  be  the  cheapest  triple-As  on 
the  market."  Weinlandt  isn't  so  sure 
they're  worth  an  aggressive  bid.  He 
argues :*  "Maryland  is  selling  $85  mil- 
lion worth  of  bonds  next  week.  That 
could  depress  the  market,  and  I'm 
not  so  sure  that  these  bonds  will  look 
so  cheap  then." 

So  Weinlandt  makes  a  bid:  one- 
quarter  point  ($2.50  per  $1,000) 
lower  than  the  offered  side.  Another 
dealer  pays  the  offered  price  and  Jeff 
Weinlandt  losses  a  purchase.  He 
shrugs.  "We  were  interested  bidders 
but  not  aggressive  bidders." 

A  few  calls  come  in  from  Weeden 
salesmen  and  other  dealers  looking 
for  $10,000  or  $50,000  packages  of 
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Where's  the  market  going?  Weinlandt  scans  the  news  wire  for  signals. 


bonds.  Weinlandt  takes  care  of  them, 
"but  that's  really  penny-ante  stuff,  ser- 
vice calls.  Anything  over  $500,000  is 
a  nice  trade,  but  if  you  have  a  $l-mil- 
lion  trade  that's  real  good." 

The  retail  buyers  still  aren't  coming 
in  and  Weinlandt  wonders  if  he  can't 
knock  off  a  little  earjy  to  get  a  couple 
of  drinks  at  Harry's,  a  bar  just  around 
the  comer.  That's  where  people  in  the 
municipal  business  hang  out.  It's  a 
pretty  social  business.  "We  go  to  each 
other's  parties,  and  if  I  double-date, 
I'll  probably  go  along  with  a  friend  of 
mine  in  the  business." 

But  there's  a  last-minute  flurry  of 
odd-lot  trading  that  keeps  him 
chained  to  his  chair  until  5:30. 
"There  aren't  the  short  hours  in  this 


business  that  there  are  in  the  stock 
market.  You  can  work  from  seven  in 
the  morning  until  seven  at  night." 

Usually  Weinlandt  works  until 
6  p.m.  or  later— from  7:45  in  the 
morning— and  no  coffee  breaks.  But 
today,  he  is  catching  an  early  train  to 
make  a  dinner  in  the  New  Jersey  sub- 
urbs. On  the  run  he  has  a  final  com- 
ment: "I  was  right,  it  did  turn  out  to 
be  a  quiet  day."  Quiet?  His  exhausted 
interviewer  doesn't  think  he  would 
have  put  it  that  way. 

Is  it  worth  it?  Let's  put  it  this  way: 
If  Weinlandt  sticks  it  out,  he  will 
soon  be  making  $100,000  or  more  a 
year— that's  what  a  good  bond  trader 
can  earn— and  that  while  he's  still  in 
his  early  30s.   ■ 


Should  we  or  shouldn't  we?  A  brief  discussion,  a  big-money  decision. 


OUR  WORLDLY 


1 


From  spreading  light 
to  spreading  the  word 

We  spread  light  in  the  most  beautiful 
places:  the  Cathedral  of  Rheims,  the 
Connaught  Tower  in  Hong  Kong,  the 
Duomo  of  Crema  in  Italy.  We're  also 
lighting  homes  and  highways  all  over 
the  world. 

And  we're  "spreading  the  word"  with 
microwaves— providing  instant  commu- 
nications across  a  desert  in  Saudi  Arabia, 
over  the  Alps,  along  oil  pipelines  in 
Argentina.  (Our  microwave  systems 
are  operating  in  60  countries.) 

GTE  International  will  do  about  a 
billion  dollars  worth  of  business  out- 
-  side  the  United  States  this  year.  We're  in 
36  countries  with  some  34,000  employ- 
ees—designing, producing,  selling  all 
sorts  of  things— from  sockets  to  satel- 
lites* TV  sets  to  telephone  exchanges. 

Wherever  we  are,  we  encourage  the 
local  people  who  work  for  us  to  in- 
crease their  skills,  so  they  can  run  our 
plants. 

So  even  though  we're  GTE  Interna- 
tional, we're  local  everywhere. 

GTE  INTERNATIONAL 


General  Telephone  &  Electronics,  One  Stamford  Forum,  Stamford,  Conn.  06904 


REAL  ESTATE?  INSURANCE? 
WAREHOUSING?  TRANSPORTATION?  DISTRIBUTION? 

Problem-solving  in  these  and  a  number  of  other 
fields,  has  been  a  Canton  specialty  since  1829. 

Canton's  approach  to  the  problems  of  its  custom- 
ers—local, regional,  giant  NYSE  corporations— is  indi- 
vidualized. At  the  same  time,  it  is  "modern",  right  down 
to  the  latest  computer  methods. 

Because  the  fields  in  which  we  offer  services  are  so 
often  interrelated,  we  can  in  many  instances  offer  or 
suggest  economies  a  business  may  have  overlooked. 

The  time  to  find  out  if  Canton  can  help  solve  your 
business  problems  is  today.  Simply  fill  in,  and  mail  the 
coupon  or,  if  you  prefer,  call  collect. 

^  CAAfTVN  CBMPJWY 

Canton  House,  P.O.  Box447/Baltimore,  Maryland 
21203/Telephone:  (301)  837-7733 

Please  send  me  information  on: 

O  Warehousing  □  Insurance  □  Real  Estate 

□  Other ____^__ 

Name Title 

Firm 

Address 

City 


State 


Zip 


Trouble, 
Trouble 


In  the  last  utility 
spending  spree, 
Babcock  &  Wilcox 
was  the  orphan  at  the  feast. 
It's  no  longer  an  orphan, 
but  there  is  no  more  feast. 

Once  a  real  blue  chip,  New  York- 
headquartered  Babcock  &  Wilcox  has 
been  through  some  rough  years.  Be- 
tween 1967  and  1969  its  earnings 
collapsed  from  $33  million  to  less 
than  $6  million.  By  the  end  of  last 
year  the  stock  of  this  manufacturer 
of  boilers  and  other  steam  generating 
equipment  was  a  loaded  laggard,  with 
its  shares  selling  at  less  than  half 
book  value. 

Nuclear  power  was  nearly  B&W's 
undoing.  A  major  supplier  of  the  U.S. 
Navy's  nuclear  plants,  B&W  came 
a  cropper  when  it  tried  to  build  nu- 
clear power  plants  for  the  utility  in- 
dustry. Its  highly  sophisticated  manu- 
facturing facility  was  full  of  bugs.  Its 
delivery  dates  had  stretched  out  and 
customers  were  taking  their  business 
elsewhere.  "Our  first  task,"  George  G. 
Zipf  told  Forbes,  "was  to  assure  our 
customers  of  a  viable  delivery  date." 
Zipf,  chairman  and  president,  is  a 
former  metallurgical  engineer  who 
was  called  in  to  run  B&W  during  the 
worst  of  its  troubles. 

"Our  reputation  was  tarnished," 
concedes  George  Zipf.  So  tarnished, 
in  fact,  that  B&W  was  hurt,  too,  in  its 
older  business,  steam  generating  equip- 
ment using  coal  and  oil.  Zipf  calls 
it  the  "domino  effect."  B&W's  arch- 
rival, Combustion  Engineering,  long 
neck  and  neck  in  fossil  fuel  steam 
generating  equipment,  grabbed  the 
biggest  share  of  the  market  in  the 
early  Seventies. 

Since  then,  in  his  quiet,  methodical 
way,  Zipf  has  undone  a  good  deal 
of  the  damage.  Consider  the  evidence: 

•  B&W  now  has  a  record  backlog 
of  some  $4.1  billion,  about  hall  in 
nuclear  systems.  And  Combustion 
Engineering's  backlog  is  now  $3  bil- 
lion. Another  thing:  B&W's  backlog 
has  remained  constant  since  the  end 
of  last  year.  CE's  has  skidded  from 
$3.3  billion  at  yearend  to  $3  billion 
as  of  Sept.  30. 

•  B&W  has  built  15%  of  all  the 
nuclear  installations  in  place  today, 
What's  more,  those  B&W  installations 
have  been  available  for  customer  use 
close  to  90%  of  the  time,  compared 
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aEET  LEASING 
OR  PAYING 
SALESMEN'S 
MILEAGE? 


Which  one  can  pave 
the  way  to  bigger 
profits ...  for  you? 


It  could  save  you 

HOC  a  mile.  And  its  free. 


Our  new  booklet  answers  a  lot  of  important  questions.  For 
instance,  how  you  may  be  able  to  save  as  much  as  $500  a  year 
per  car.  (At  that  rate,  you  could  save  well  over  1 10c  a  mile  with 
a  fleet  of  even  30  or  40  cars.)    What  else  is  included? 

1)  A  few  ways  your  salesmen  may  be  able  to  make  more  calls, 
sales,  and  profits  — for  themselves  and  for  you. 

2)  rlow  you  could  improve  your  salesmen's  morale  and  your 
company's  image. 

3)  Several  ways  that  independent  experts  in  fleet  management 
can  take  care  of  your  fleet  administrative  work  at  little  or 
no  cost  to  you. 

And  that's  just  the  first  four  pages. 

For  the  complete  brochure,  simply  send  in  the  coupon.  An 
investment  of  a  few  cents  for  a  postage  stamp  could  save  you 
over  1 10c  a  mile. 


WHEELS  inc.  and  associated  companies 

6200  Western  Ave.,  Chicago,  111.  60659  Dept.  F-115 

I'm  interested  in  finding  out  exactly  how  much  money, 
time  and  effort  I  can  save  in  my  fleet's  operation.  Please  send 
me  Wheels'  "Salesmen's  Mileage"  booklet  without  cost  or 
obligation. 


mc. 


6200  N.  Western  Ave  .  Chicago.  Illinois  60659 

Leasing  Chevrolets  and  other  fine  cars  and  trucks  for  over  37  years 
Serving  over  500  of  America's  leading  corporations. 


We  operate 

Cars 

TnirlcR 

□  Leased 
NAMF 

□Co.  Owned 

□Salesmen  Owned 

TIT.  F 

COMPANY 

ahhrfss 

CITY 

STATF 

ZIP 

Sharp  THIN  MAN 


Your  BEST  MAN 
is  only 

$39.95 
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Things  to 
do  today 
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THIN  AS  A  PEL!  TIP  PEN" 


Special  Gift  Prices:  2  Units  .  .  .  $72.00        4  Units  .  .  .  $1 40.00 

You  probably  already  own  a  calculator.  Even  so,  you  should  consider  another  one.  The  THIN 
MAN,  by  SHARP,  is  not  just  another  calculator.  It  represents  a  breakthru  in  the  calculator 
field  that  will  provide  you  with  the  most  practical  and  efficient  calculating  system  that  is 
available  today.  Most  calculators  claim  to  be  pocket  size,  but  unless  you  carry  them  in  a  brief- 
case or  you  wear  coveralls  with  8"x8"  pockets,  they  can  become  a  nuisance  to  keep  with  you  at 
all  times.  You  may  find  a  few  models  that  will  easily  fit  in  your  pocket,  but  probably  they  are  so 
small  they  become  awkward  to  operate. 

free  keyboard,  auto  constants,  floating  decimal,  per- 
cent, algebraic  logic,  sign  change  key  and  much 
more. 


WORLD'S  THINNEST 

Once  again,  "The  THIN  MAN  is  more  than  just 
another  calculator."  The  THIN  MAN  can  be  your 
BEST  MAN.  Atone,  it's  one  of  the  world's  thinnest  cal-  STILL  MORE 
culators  (only  9mm  thin).  In  its  handsome  vinyl-cow- 
hide wallet,  it's  still  an  unbelievable.  .  1/2"  thin. 
That's  as  thin  as  a  felt  tip  pen.  Definately  thinner  than 
your  wallet.  In  its  wallet,  you  have  a  deluxe  5  func- 
tion calculator  on  one  side  and  your  daily  memo 
pad  on  the  other. 


It's  hard  to  believe  that  you  can  get  all  these  features 
in  such  a  small  package. .  .  .  but  that's  not  all .  .  .  The 
THIN  MAN  runs  on  rechargeable  batteries  that  will 
provide  months  of  operation  on  a  charge  due  to  the 
most  advanced  low  power  circuitry. 


THIN  MAN...YOUR  BEST  MAN 

Most  of  today's  pocket  calculators  won't  even  fit  in 
your  pocket.  With  the  THIN  MAN  you  not  only  get  a 
real  pocket  calculator,  you  have  a  constant  com- 
panion that  will  always  be  with  you  when  you  need 
him.  Whether  you  have  to  calculate  a  commission,  a 
stock  purchase,  calculate  the  tax  or  discount  on  a 
sale,  compute  the  tip  for  lunch,  solve  a  mortgage 
problem  or  just  balance  the  checkbook,  the  THIN 
MAN  will  always  be  your  BEST  MAN.  And  donl 
forget  the  notepad  that  will  remind  you  of  your  daily 
appointments,  keep  your  notes,  and  also  be  ready 
as  a  scratch  pad. 

SHARP  FEATURES  WITH  QUALITY 

With  the  THIN  MAN  you  not  only  get  a  great  com- 
panion, you  get  renowned  SHARP  quality  and  fea- 
tures. The  THIN  MAN  has  the  most  advanced,  large, 
liquid  crystal  display  that  provides  8  extra  large  digits 
The  THIN  MAN  also  features  an  extra  roomy,  error 


FOR  CLIENTS,  FRIENDS...YOURSELF 

Let  the  THIN  MAN  be  your  BEST  MAN— or  present 
him  to  a  valued  client,  friend  or  associate.  The  THIN 
MAN's  handsome  brushed  aluminum  case  may  be 
personalized  at  most  jewelers  by  engraving  your 
client's  name  or  a  company's  name  in  the  aluminum 
case.  A  personalized  gift  as  nice  as  this  would  be 
worth  5  times  the  cost  of  the  THIN  MAN. 

If  you  already  own  a  calculator,  or  you're  buying  your 
first  calculator,  or  need  a  gift  for  someone  special, 
LET  THE  THIN  MAN  BE  YOUR  BEST  MAN. 

Your  THIN  MAN  will  be  shipped  complete  with  cal- 
culator, vinyl-cowhide  wallet,  note  pad,  rechargeable 
batteries,  A/C  adaptor-charger,  and  instructions 
Also,  one  year  parts  and  labor  warranty 

FREE  with  your  purchase  of  the  THIN  MAN, 

CHAFITZ  will  supply  2  custom-made  "Things  to  do 
today" notepad  refills. 


TEN-DAY  (10)  NO  RISK  TRIAL 

We  know  when  you  get  your  THIN  MAN  you'll 
wonder  how  you  got  by  without  it.  However,  if 
you  feel  it's  not  for  you,  return  the  complete 
package  for  a  refund  of  the  purchase  price. 


Calc  Jator  out  of  wallet  3"  x  5"  x  3/8" 
Calculator  in  wallet  31/4"  x  51/4"  x  1/2" 


AMERICA'S  CALCULATOR 
COUNSELORS™ 

MAIL  ORDERS  ACCEPTED 

Add  $2.00  for  shipping  and  handling. 
Maryland  residents  remit  4%  sales  tax. 

ORDER  NOW  BY  PHONE 

800-638-82801 

Maryland  residents  call:  301  -340-0200 

Our  Calculator  Counselors  are  on  duty  from 

9-9  Mon.-Fri.  and  9-5  Sat.  EST 

MAJOR  CREDIT  CARDS  ACCEPTED, 


with    an    industry    average    of    71%. 

•  B&W  market  share  in  fossil  fuel 
steam  generating  equipment,  almost 
all  coal  these  days,  is  even  with 
CE  again. 

Besides  its  commercial  power  gen- 
eration business,  B&W  has  a  strong 
plus  in  its  Navy  nuclear  business,  15% 
of  its  backlog,  and  in  its  nuclear  fuel 
business.  B&W  has  a  thriving  steel 
tubing  business,  which  last  year  con- 
tributed 20%  to  25%  of  sales  and  more 
of  earnings.  B&W  is  the  leading  sup- 
plier of  stainless-steel  tubing,  mostly 
used  in  the  petroleum  drilling  and 
petrochemical  industries.  Zipf  is  just 
completing  a  50%  expansion  of  that 
business. 

At  the  moment  B&W  is  earning 
more  than  rival  CE,  for  the  first  time 
since  1968.  For  the  first  nine  months 
B&W  earned  $30.5  million,  before  ex- 
traordinary items,  against  CE's  $29.6 
million. 

Will  It  Ever  Grow? 

But  one  result  hasn't  accrued: 
growth.  Zipf's  customers,  the  electric 
utilities,  aren't  very  confident  them- 
selves just  how  they  are  going  to 
grow.  After  decades  of  uninterrupted 
electric-demand  growth,  reaching  8% 
annually  in  the  Sixties,  that  growth 
has  been  flat  for  two  years  now.  No 
one  believes  in  the  return  of  8%,  but 
no  one  knows  what  to  expect  either. 
Bight  now,  residential  and  commer- 
cial usage  is  up,  but  industrial  usage 
is  down,  even  in  the  face  of  an  im- 
proving economy.  Utilities  are  stretch- 
ing out  orders  as  much  as  possible 
and  delaying  new  ones  until  they  have 
a  better  notion  of  how  much  capacity 
they  will  need.  Zipf  thinks  demand 
will  grow  at  around  6%  annually;  oth- 
ers predict  as  little  as  2%  or  3%. 

But  whatever  it  adds  up  to,  for 
the  first  time  in  many  a  moon  Bab- 
cock  &  Wilcox  can  look  forward  to 
getting  its  share. 

Although  it  has  recovered  most  of 
its  losses,  B&W  still  bears  the  scars. 
Its  return  on  equity  is  still  well  be- 
low Combustion  Engineering's.  As  in- 
ventories and  receivables  have  soared, 
so  has  funded  debt,  which  is  up  125%, 
to  $195  million  since  Zipf  took  over. 

Finally,  new  business  is  slow.  The 
customers,  the  utilities,  are  hard- 
pressed  for  expansion  money  and  no 
longer  welcomed  in  the  money  market. 
B&W  has  done  well  to  hold  its  back- 
log steady  since  the  beginning  of  the 
year.  B&W  stock,  though  well  up 
from  last  year's  low,  still  sells  below 
book  value. 

But  when  the  utility  business  picks 
up— and  everyone  agrees  it  will  pick 
up,  even  if  they  can't  agree  how 
much— Babcock  &  Wilcox  will  DO 
longer  be  the  orphan  at  the  feast.   ■ 
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A  Delicate 
Operation 

The  outsider  who  is 
remaking  Dillingham  Corp. 
is  acting  like  a 
member  of  the 
family  that  founded  it. 

Imagine  this  fix:  You're  due  to  step 
into  the  presidency  of  an  old-line  fam- 
ily company  that  is  losing  money  be- 
cause of  the  chairman's  prior  acquisi- 
tion binge  and  his  brother's  opera- 
tion in  Australia.  What  bold  moves 
can  you  make  that  will  enable  the 
company— and  you— to  survive? 

That  is  precisely  the  jam  Herbert 
Cornuelle  faced  in  1970,  after  moving 
from  the  presidency  of  United  Fruit 
to   the  family-run   Dillingham   Corp. 

Unlike  other  big  Hawaiian  compa- 
nies, Dillingham  was  never  involved 
in  agriculture.  Instead  it  was  the  is- 
lands' master  builder;  its  construc- 
tion cranes  were  once  dubbed  "the 
unofficial  state  bird  of  Hawaii." 

During  the  Sixties,  Lowell  Dilling- 
ham, the  outgoing  and  optimistic 
grandson  of  founder  Benjamin  Frank- 
lin Dillingham,  put  together  daring 
deals  like  the  thriving  Ala  Moana 
shopping  center  in  Honolulu,  one  of 
the  world's  largest.  But  he  pushed 
the  company  too  far  too  fast,  boost- 
ing revenues  1,000%  with  30-odd  ac- 
quisitions in  building,  shipping  and 
natural  resources.  Like  a  sumo  wres- 
tler on  a  surfboard,  the  company  got 
hit  with  a  wave  of  trouble  on  main- 
land construction  jobs  and  its  Aus- 
tralian dredging  operations.  It 
plunged  into  the  red:  Return  on 
equity  fell  to  —3.9%  in  1970. 

In  came  Cornuelle,  a  Cary  Grant- 
handsome  executive  who  had  risen 
from  public  relations  man  to  presi- 
dent of  Hawaii's  Dole  Co.  in  five 
years  before  heading  for  Boston  to 
run  United-  Fruit  in  1963.  He  had 
been  looking  for  a  welcome  excuse 
to  return  to  Hawaii  after  the  late  Eli 
Black  merged  United  Fruit  into  his 
AMK  to  form  United  Brands. 

But  what  a  way  to  come  home! 
How  could  Cornuelle  make  the  de- 
cisive moves  necessary  at  Dillingham 
without  insulting  Lowell,  the  chair- 
man, and  brother  Benjamin,  who 
headed  the  ill-starred  Australian  op- 
eration? "Herb  knew  he  couldn't  chop 
and  lop,"  says  one  man  close  to  him. 

Cornuelle,  calling  on  the  tact  he 
first  learned  in  public  relations, 
started  by  quietly  reshuffling  men.  He 
didn't   fire    the    old    executive    team. 
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Growth  in  Earnings 

Quarter  Ended  September  30 


1975  —  $3,385,000 
1974  —  $    680,000 


(920  per  share) 
(180  per  share) 


Nine  Months  Ended  September  30 


1975 
1974 


$8,158,000 
$1,537,000 


($2.20  per  share) 
(    400  per  share) 


The  Western  Company 
of  North  America 

PETROLEUM  SERVICES:  ACIDIZING,  FRACTURING,  LOGGING, 
PERFORATING,  PROFILING  AND  CEMENTING 
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Only  rarely  is  a  product  created 
with  such  innovative  design, 
technological  excellence,  and 
boundless  usefulness  that  it 
becomes  the  standard  by  which 
all  others  are  measured. 

In  the  personal  cassette  recorder 
category,  that  product  is  the  Craig 
Electronic  Notebook!"" 


Craig  Corporation,  921  West  Artesia  Blvd.,  Cornpton,  California  90220 


Brother  Benjamin  gave  up  his  operat- 
ing job  and  took  a  seat  on  the  board. 

He  approached  the  acquisitions 
similarly,  first  scaling  down  and  then 
discarding  the  losers.  Says  an  admirer 
of  the  minister's  son,  now  55:  "He's 
smooth  as  silk  and  uses  a  very  thin 
needle  to  get  people  going," 

As  Cornuelle  picked  up  support 
and  confidence,  his  master  plan 
emerged.  In  short,  he  has  cut  in  half 
the  company's  commitment  to  low- 
margin  construction  businesses  and 
poured  money  into  promising  mari- 
time and  resource  operations. 

Construction  remains  Dillingham's 
biggest  source  of  revenue  ($436  mil- 
lion in  1974),  but  high-risk  jobs 
account  for  only  around  20%  of  the 
$600-million-plus  backlog  now  on  the 
company's  books.  "We  don't  want  to 
be  the  biggest  contractor  in  the 
world,"  says  Group  Vice  President 
P.E.  Wainwright,  clad  in  a  summer 
aloha  shirt.  "We  just  want  this  busi- 
ness to  generate  cash." 

Transport  Target 

Instead,  Cornuelle  is  pumping  over 
$5  million  a  year  into  the  thriving 
maritime  business:  a  tug  company  in 
Puget  Sound,  which  is  doing  record 
business  on  the  Alaska  pipeline,  and 
dry-bulk  carriers.  For  example,  in 
1974  Dillingham  put  $32  million  into 
Pacific  Norse  Shipping  Ltd.,  a  joint 
venture  with  Norway's  A/S  Kristian 
Jebsens  Bederi.  That  first  year  Pac 
Norse  earned  $4.4  million.  Then,  in 
1975,  Managing  Director  A.  Jebsen 
prudently  overbooked  his  ships,  so  the 
company  is  operating  profitably  de- 
spite the  decline  in  trade.  "To  many 
people,  shipping  is  shipping,"  says 
Cornuelle.  "But  we're  in  a  specialized 
business,  dry-bulk  carriers,  where 
there's  a  shortage  of  world  capacity." 

Cash  is  also  being  funneled  into 
the  resource  group,  a  far-flung  col- 
lection of  businesses  dispensing  every- 
thing from  liquid  propane  gas  to  min- 
eral-rich sand.  California  Liquid  Gas, 
which  distributes  LPG  from  Ohio  to 
California,  has  increased  sales  143% 
since  1970.  And  Dillingham's  beach 
mining  business  in  Australia  is  riding 
the  crest  of  a  three-year,  300%  infla- 
tion in  the  price  of  rutile  and  zircon 
used  in  pigments  and  ceramics. 

The  result  of  Cornuelle's  moves: 
Dillingham's  earnings  have  gone  from 
a  loss  of  66  cents  a  share  in  1970  to  a 
profit  of  $1.46  in  1974,  on  sales  that 
rose  from  $553  million  to  $770  mil- 
lion. So  far,  1975  is  a  record  year, 
with  third-quarter  profits  np  25%. 

All  this  has  left  Cornuelle  In  solid 
at  Hawaiian  headquarters.  He  jists: 
"People  used  to  think  I  married  .i 
Dole  [when  he  ran  thai  company]. 
Now  they  figure  I'm  a  Dillingham."  ■ 
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Ice,  Spice,  Roast  And  Toast 


Pillsbury  used  to  stand  for  flour,  period.  Under  Bill  Spoor,  it  is  willing  to 

do  anything  and  everything  with  food.  The  results  to  date  are  most  impressive. 


"We  used  to  speak  about  serving 
the  customer  better  whether  the  food 
was  on  a  bun,  a  plate  or  in  a  box," 
says  William  H.  Spoor,  a  6-foot-2- 
inch  bear  of  a  man  who  heads  Minne- 
apolis' Pillsbury  Co.  "Now  we'll  have 
to  say,  'Whether  it's  iced,  diced, 
spiced,  roasted,  toasted  or  frozen-d." 

The  conservative  old  flour  miller 
is,  indeed,  busting  out  all  over  with 
new  products  in  new  business  lines, 
whether  it's  a  rolled,  iced  piecrust 
or  a  hot-dog  wrap,  diced  french  fries 
served  up  by  Pillsbury's  Burger  King 
chain,  spiced  cake  mixes,  pies  light- 
ly toasted  by  their  Poppin  Fresh  Pie 
Shops,  beef  roasted  in  a  Steak  &  Ale 
restaurant  or  frozen  pizza  prepared 
by  Totino's  Finer  Foods. 

They're  all  part  of  an  expansive 
new  strategy  at  Pillsbury  in  which 
Steak  &  Ale  and  Totino's  pizza  are 
only  the  latest  proposed  acquisitions. 
With  his  basic  flour  and  refrigerated 
dough  lines  doing  well,  Spoor  is  not 
afraid  to  chew  off  bite-sized  por- 
tions of  new  businesses  that  he  feels 
have  a  future  in  positioning  Pillsbury 
high  in  the  foods  industry. 

Indeed,  Spoor  foresees  as  much 
Pillsbury  profit  in  restaurants  as  in 
flour.  With  Totino's,  for  example,  he 
hopes  not  only  to  be  No.  One  in  the 
frozen  pizza  business  (see  box)  but 
also  to  make  a  sizable  impact  on  the 


frozen  foods  market  in  general.  "But 
we're  not  afraid  either  to  drop  new 
ideas  if  they  don't  work  out,"  he  says. 

So  far,  so  good.  Since  the  52-year- 
old  Spoor  was  plucked  out  of  the  ex- 
port group  in  early  1973  (over  the 
heads  of  four  other  managers)  to  re- 
place terminally  ill  Chairman  Robert 
J.  Keith,  investors  have  bid  up  Pills- 
bury's stock  nearly  fourfold. 

Spoor  has  returned  the  favor  by  in- 
creasing the  dividend  and  splitting 
the  stock  2-for-l.  "It  was  a  financial 
dream  come  true  much  faster  than 
we  thought  it  would,"  he  says.  He'll 
use  about  $125  million  in  stock  for 
the  two  acquisitions.  In  the  past,  the 
company  had  stirred  occasionally  to 
go  out  of  its  traditional  arena;  but 
with  the  conservative,  contented  Pills- 
bury family  controlling  a  large  block 
in  the  former  5.7-million-share  float, 
there  wasn't  much  lasting  action  for 
shareholders.  But  Spoor  was  finally 
able  to  convince  the  Pillsburys  that 
"we  had  a  great  inheritance,  but  had 
to  do  better  in  anticipating  trends  of 
tomorrow  in  the  food  industry." 

Now  Spoor,  a  champion  high  hur- 
dler when  he  was  at  Dartmouth,  has 
set  himself  some  more  big  hurdles  to 
surmount.  His  announced  aim  is  for 
Pillsbury's  sales  to  advance  at  a  12%- 
a-year  clip  in  the  next  five  years,  hit- 
ting $2  billion  by  1980.  Earnings  are 


projected  to  go  up  at  a  rate  of  15%  a 
year.  The  goal,  Spoor  told  Forbes,  is 
for  Pillsbury  to  be  "returning  20%  on 
total  capital  employed."  That's  some 
goal.  Pillsbury's  return  on  total  capital 
in  fiscal  1974  was  only  10.1%,  the 
same  performance  that  archrival  Gen- 
eral Mills  turned  in  over  the  past 
five  years. 

Spoor  is  especially  counting  on  his 
restaurants.  To  make  the  money, 
he'll  first  have  to  invest  it.  For  exam- 
ple, more  than  $50  million  of  the  $90 
million  Pillsbury  will  spend  in  capital 
outlays  this  year  will  go  to  expand  and 
modernize  the  Burger  King  chain, 
which  is  about  half  as  big  as  the 
3,300-restaurant  McDonald's  Corp. 
Fresh  capital  will  also  be  required  to 
expand  Poppin  Fresh  Pie  Shops,  a 
small  coffee-shop  chain  Pillsbury 
started  itself. 

But  if  all  goes  according  to  plan, 
the  restaurants  will  be  fulfilling  all 
their  own  capital  needs  internally  by 
no  later  than  1980. 

That  in  turn  would  allow  Spoor  to 
spend  more  of  the  parent  company's 
capital  on  some  new  ideas— particular- 
ly frozen  food.  After,  hopefully,  mak- 
ing Totino's  No.  One  on  the  frozen 
pizza  market,  he'll  add  a  line  of  Italian 
food  products  to  Totino's.  The  next 
step  would  be  to  use  Totino's  distri- 
bution system  to  jump  into  the  total 


City  Counter.  To  rival  McDonald's  return,  Pillsbury's  Burger  King  has  made  a  deep  thrust  into  the  inner  city. 
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They're  well  planned  and 
strategically  located  near  major 
manufacturing  and  distribution 
centers.  Most  have  all  utilities.  They 
offer  room  for  your  plant  to  grow  . . . 
and  Frisco's  dependable  freight 
service.  Parks  are  located  in  St. 
Louis,  Kansas  City,  Joplin  and 
Springfield  (Missouri),  Wichita, 
Tulsa,  Oklahoma  City,  Dallas,  Ft. 
Smith,  Birmingham,  Mobile  and 
Memphis. 

FOR  INFORMATION  please  write 
us  on  your  letterhead  in  complete 
confidence  and  without  obligation, 
including  as  much  as  possible  your 
specific  needs.  N.A.  KIRCHOFF, 
Vice  President— Industrial 
Development,  St.  Louis-San 
Francisco  Railway  Co.,  923J 
Frisco  Bldg.,  St.  Louis,  Mo.  63101 
or  call  (314)  241-7800. 


74040A 


St.  Louis-San  Francisco  Railway  Co. 

Frisco  Territory  includes: 

Alabama,  Arkansas,  Florida, 

Kansas,  Mississippi,  Missouri. 

Oklahoma,  Tennessee. 

and  Texas. 


$4.9-billion  frozen-foods  market,  start- 
ing with  Pillsbury  baked  goods,  and 
ending  up  possibly  with  frozen  meals. 
Pillsbury  hired  Morton's  President 
Robert  Weiss  two  years  ago  to  launch 
the  invasion. 

"Totino's  is  really  a  very  neat  com- 
pany," says  Spoor.  "It  gives  us  the  op- 
tion of  growing  three  ways,  with 
share  of  market,  with  distribution  and 
with  new  products."  But  he  adds: 
"Of  course,  it  all  takes  money." 

The  plan  is  promising— on  paper. 
But  the  key  is  capital,  very  scarce 
and  expensive  these  days.  Pillsbury 's 
long-term  debt  already  is  83%  of 
equity.  If  the  present  value  of  Burger 
King's  leases  were  placed  on  the  bal- 
ance sheet  and  capitalized,  the  ratio 
would  be  over  100%  of  equity.  At 
present,  Spoor  keeps  up  appearances 
by  not  having  the  Pillsbury  Co.  guar- 
antee its  restaurants'  debt,  which  is 
largely  in  real  estate  mortgages. 

So  Spoor  is  being  careful  not  to 
be  caught  in  any  cash  traps.  Pills- 
bury had  fooled  around  with  a  los- 
ing poultry  business  for  years,  but 
Spoor  sold  it  off  to  Imperial  Foods 
Ltd.  for  $21  million  in  cash  last  year. 
He's  also  trying  to  sell  off  three-year- 
old  Souverain  wine  company,  which 
he  inherited.  Souverain  has  already 
lost  $7  million. 

He  also  moved  quickly  this  sum- 


mer to  drop  the  planned  acquisition 
of  the  Weight  Watchers  organiza- 
tion when  Pillsbury 's  common  stock 
soared  by  35%,  making  the  deal  much 
too  costly. 

Interviewed  in  his  small,  informal 
office,  Spoor,  who  looks  a  bit  like  ex- 
footballer  Alex  Karras,  kept  returning 
to  his  favorite  theme— the  growth  of 
the  restaurants.  He  talks  about  Steak 
&.Ale  growing  twice  as  fast  as  Pills- 
bury in  general,  and  about  building 
up  annual  sales  per  Burger  King,  now 
averaging  $464,500  a  unit.  To  the 
fact  that  Burger  King  volume  is  still 
40%  under  the  average  sales  per  Mc- 
Donald's unit,  he  says  he  may  try  to 
boost  unit  sales  with  a  breakfast  menu. 
And  Spoor  hopes  that  TV  ads  may 
change  the  fact  that  the  average  num- 
ber of  patrons  per  Burger  King  unit 
has  been  rather  flat  so  far  this  year. 
Pillsbury  has  begun  to  pour  a  large 
part  of  its  $30  million  ad  budget  into 
national  Burger  King  TV  spots. 

Spoor  is  pushing  Burger  King  into 
Spain  and  is  busting  to  expand  Pop- 
pin  Fresh  Pie  Shops  (now  only  in  the 
Midwest)  nationwide:  "We've  got  a 
lot  of  momentum  now,"  he  says.  "I 
think  we've  made  some  good  decisions. 
We've  lived  off  this  huge  momentum 
and  that  has  given  us  the  confidence 
we  could  make  it.  Now  it's  up  to  us 
to  make  it  really  go."  Amen.  ■ 


The  Pizza-Pusher  Parade 


Pillsbury  is  buying  into  the  frozen 
pizza  market  with  Totino's  not  a  mo- 
ment too  soon.  A  few  years  ago  al- 
most no  one  had  heard  of  Tony's  Piz- 
za Service,  headed  by  Marvin  Schwan 
of  Salina,  Kan.  Today  Tony's  is  No. 
One  in  the  field. 

Frozen  pizza  is  heating  up  that 
fast.  While  frozen  foods  generally 
have  been  trailing  all  supermarket 
categories,  frozen  pizza  racked  up 
unit  growth  of  around  15%  and  reve- 
nue gains  of  25%  last  year.  It's  going 
even  better  this  year,  with  volume 
expected  to  go  up  another  12%,  to  hit 
$380  million. 

Why?  "It's  a  great  food  value,"  says 
Schwan.  "It's  both  good  for  you  and 
easy  to  prepare,"  says  Rose  Totino, 
who  garnished  her  first  frozen  pizzas 
with  sausage,  mushrooms  and  what- 
have-you  while  rotating  them  on  a 
phonograph  turntable.  And  it's  inex- 
pensive. Frozen  pizza  often  sells  for 
less  than  half  the  price  of  baked  piz- 
za in  a  pizzeria.  Progressive  Grocer 
reports  that  advertising  frozen  pizza 
discounts  is  one  of  the  best  ways  to 
lure  bargain-hunting  customers  into 
supermarkets. 

Frozen  pizza  was  essentially  a  local 
business  until  1969  when  Quaker  Oats 


bought  out  Celeste.  Now  there  are  at 
least  two  nationwide  pizza-pushers. 
Totino's,  which  began  as  a  Minneapo- 
lis pizzeria,  shot  from  $10  million  in 
sales  in  1970  to  $50  million  last  year, 
and  it's  only  in  34  states.  Jeno  Pau- 
lucci,  who  sold  Chun  King  to  R.J. 
Reynolds  in  1967,  began  Jeno's  that 
same  year— and  will  sell  around  $70 
million  in  pizzas  this  year.  But  that's 
nothing  compared  to  Tony's.  It  crept 
from  $600,000  in  sales  in  1970  when 
Schwan  took  over  to  a  volume  of  $80 
million  this  past  year.  His  secret 
weapon:  driver-salesmen  whose  Tony's 
trucks  bypass  warehousing  middle- 
men and  go  directly  to  the  stores. 

Pillsbury 's  idea  with  Totino's  is  to 
clip  off  some  of  the  $4  billion  in  an- 
nual sales  going  to  the  pizzerias.  But 
Tom  Ciccarelli  of  the  Pizza  &  Pasta 
Association  says  Pillsbury  is  in  for  a 
fight.  He  boasts:  "Pizza  chefs  are  art- 
ists, Michelangelos."  And  Amadeo 
Catalano,  a  Sicilian  immigrant  who 
spent  years  perfecting  the  tomato 
sauce  for  his  tiny  Greenwich  Village 

pizzeria,  turns  up  his  nose  at  frozen 
pizza:  "It  tastes  factory  made." 

Maybe  so,  but  it  sells.  De  gustibus 
non  ateputandum  est.  There's  no  ac 

Counting  for  taste,  Amadeo. 
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Long  Distance  means  business. 

(§)  Bell  System 


Crystal  Songbird— one  of  92  special 
gifts  illustrated  in  the  Catalogue 
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Should  you 
consider  rare 
coins  a  serious 
investment? 


."Too  exotic?" 

^What's  so  exotic 
about  rare  coin 
portfolios  that  have 
gained  a  minimum  of  10%- 25% 
per  year  in  value  over  5  years? 
YOU  DON'T  NEED  TO  BECOME 
A  COIN  EXPERT.. .Thousands  of  prudent 
investors  have  made  outstanding  long-term 
profits  by  following  the  principles  outlined 
in  this  200  page  book,  High  Profits  From 
Rare  Coin  Investment. 

It's  by  Q.  David  Bowers:  famous 
professional  rare  coin  consultant,  seller  of 
some  of  the  world's  rarest  collections, 
contributor  to  the  Encyclopedia  Americana, 
advisor  to  many  organizations. 

TO  FIND  OUT  HOW  TO  BUY  AND 
SELL  RARE  COINS  EFFECTIVELY,  send 
for  your  own  copy  today.  Cut  G  mail  to: 
BOWERS  & 
RUDDY  GALLERIES, 
6922  Hollywood  Blvd.,  \ 
Los  Angeles,  Calif. 
90028. 

Please  enclose  $3.95. 
Your  money  back 
if  not  delighted 
with  this  book. 


\    J 


Name: 


Address: 
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You  Can't  Win  'Em  All 

Mix  drugs  and  candy  and  fast  food  and  cosmetics, 
and  what  do  you  get?  Answer:  A  good  company 
with  glaring  weaknesses— Squibb. 


New  York's  Squibb  Corp.  is  a  $1- 
billion-a-year  producer  of  ethical 
drugs  and  consumer  products.  It  is 
the  sixth-ranking  manufacturer  of 
prescription  drugs  and  the  second  of 
generics.  Last  year  it  earned  $88.9 
million  and  19%  on  its  equity. 
Through  nine  months  of  1975,  sales 
were  up  by  12%,  earnings  by  10%. 

A  splendid  record.  But  Squibb  to- 
day sells  for  a  multiple  of  17,  good 
in  this  market,  but  not  for  a  drug 
company.  Merck,  for  instance,  goes 
for  25  and  EH  Lilly  for  21. 

Why  is  the  market  lukewarm  on 
Squibb?  To  get  the  answer,  you  must 
go  back  a  few  years. 

Squibb  was  formed  in  1968  when 
Olin  (then  Olin  Mathieson)  spun  off 
its  drug  and  its  Beech  Nut  subsid- 
iaries and  combined  them  under  the 
aegis  of  Richard  M.  Furlaud,  a  for- 
mer lawyer,  then  running  Squibb. 

Drugs  in  those  days  contributed  a 
little  over  half  the  combined  compa- 
ny's revenues  and  earnings.  There  was 
no  reason  to  expect  any  sterling  per- 
formance. Its  principal  products  were 
antibiotics  and  anti-inflammatories, 
both  under  heavy  competitive  price 
pressure.  Its  research  and  develop- 
ment were  second  rate. 

"We  had  first-class  scientists  work- 
ing in  too  many  areas,"  Furlaud  re- 
members. So  he  reorganized  research 
and  development  and  channeled  it  to 
the  principal  areas  of  anti-infective, 
cardiovascular,  psychotropic,  anti-in- 
flammatory and  radio-isotope  drugs. 
In  the  seven  years  since,  Squibb's 
R6tD  has  produced  an  accelerating 
flow  of  new  drugs  and  some  welcome 
news  at  the  bottom  line.  Something 
like  12%  of  this  year's  total  drug  sales 
will  be  from  products  introduced  in 
the  past  five  years.  That  is  one  of  the 
most  impressive  product  flows  in  the 
industry.  In  five  years,  drug  sales  are 
up  by  90%  and  pretax  earnings  have 
more  than  doubled. 

Beech  Nut  has  changed  just  as  im- 
pressively. Furlaud  sold  his  baby  food 
and  beverage  businesses  in  1972— 
"They  couldn't  keep  up  with  the 
troops,"  he  says.  Lifesavers  confections 
weren't  moving  fast,  either.  "We 
found,"  says  Executive  Vice  Presi- 
dent George  P.  Maginness,  "that  the 
older  generation  had  heard  of  Lifesav- 
ers, but  the  younger  had  not.  We 
had  lost  a  generation." 

So  the  company  designed  a  nation- 


wide advertising  campaign  in  the  ear- 
ly Seventies,  featuring  grandparents 
cand  their  grandchildren"  and  Lifesav- 
ers to  bridge  the  generation  gap.  It 
worked.  In  three  years  between  1970 
and  1973  Beech  Nut  Lifesavers  sales 
were  up  40%  and  pretax  earnings  had 
more  than  doubled.  Candy  and  con- 
fectionery earnings  last  year  were  off 
by  $3.5  million  as  a  result  of  high 
sugar  prices,  but  have  shot  back  this 
year.  Last  year  they  contributed  19% 
of  sales  and  14%  of  pretax  income. 

Furlaud  has  failed  to  get  results  in 
only  two  parts  of  the  business— Dobbs 
and  Lanvin-Charles  of  the  Ritz.  Dobbs 
is  a  food  service  company  that  came 
along  as  part  of  the  Beech  Nut  em- 
pire. It  operates  coffee  shops  and  res- 
taurants and  catering  in  airline  ter- 
minals and  elsewhere.  Being  in  an  air- 
line terminal  these  days  is  bad  enough, 
but  Furlaud  spent  $7  million  to  win 
and  build  the  Dallas/ Fort  Worth  air- 
port business. 

No  Passengers 

"We  totally  overestimated  the  flow 
through  Dallas/  Fort  Worth,"  concedes 
Furlaud.  "The  airline  industry  is  going 
through  a  crisis  we  certainly  did  not 
anticipate."  Dobbs  last  year  made  $3 
million  less  pretax  than  it  did  in  1970. 

Squibb's  cosmetics  business  is  a 
worse  mess.  Furlaud  paid  $205  mil- 
lion in  stock  for  it  in  1970.  But  al- 
though Lanvin's  Arpege  was  a  house- 
hold word,  the  women's  market  has 
been  taken  over  by  the  likes  of  Revlon 
and  Norell  and  Estee  Lauder,  while  the 
men's  market  has  been  disappointing. 

In  the  five  years  Squibb  has  owned 
it,  Lanvin-Charles  of  the  Ritz's  earn- 
ings have  fallen  every  year;  in  1974 
it  made  $6  million  less  before  taxes 
than  it  did  in  1970. 

There  was  a  time  when  it  seemed 
to  make  sense  to  add  cosmetics  to  a 
drug  company  and  fast  food  to  a 
candy  company.  But  there  have  been 
some  harsh  lessons  learned  in  the  past 
few  years.  There  are  certain  businesses 
that  require  more  than  just  good  man 
agement,  and  fast  food  and  cos- 
metics are  prime  examples.  Such  busi- 
nesses are  best  left  to  specialists  with 
a  flair.  Furlaud  is  a  fine  manager, 
but  he  is  no  Charles  Revson  or  Ha\ 
Kroc.  Furlaud  might  not  agree,  bul  it 
seems  obvious  that  Squibb  would  be 
better  off  without  either  of  these1  trou 
blesome  sidelines.   ■ 
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Shoring  Up  A  Falling  Star 

High  technology  is  all  very  weU,  but  Tyco  Labs 
already  had  that.  What  it  wants  now  is  cash  flow. 


One  of  New  England's  most  relieved 
men  these  days  is  crew-cut  Joseph  S. 
Gaziano,  40,  chairman  and  president 
of  Waltham,  Mass.-headquartered 
Tyco  Laboratories,  Inc.  A  federal 
court  recently  accepted  Tyco's  bid  for 
International  Telephone  &  Tele- 
graph's Grinnell  Fire  Protection  Sys- 
tems. The  acquisition  was  important 
to  Gaziano. 

Tyco's  sales  were  going  nowhere 
and  its  very  survival  was  in  doubt 
when  Gaziano  was  brought  in  to  run 
the  company  in  1973.  A  former  Ray- 
theon executive,  he  later  ran  his  own 
lobster-fishing  venture.  As  a  hot  tech- 
nology stock  in  the  Sixties,  Tyco  stock 
once  sold  for  532  times  earnings;  now 
it  sells  at  a  P/E  of  nine.  These  days, 
reasons  the  former  engineer,  "You 
can't  sell  technology;  you  gotta  sell 
products."  So  Gaziano  was  hardly  in 
the  president's  chair  when  he  started 
dickering  to  buy  Portsmouth,  N.H.'s 
Simplex  Wire  &  Cable  Co.,  virtually 
the  only  U.S.  manufacturer  of  under- 


water communications  and  power 
cable.  Acquired  in  May  1974  and 
now  a  Tyco  subsidiary,  Simplex  last 
year  proved  itself  to  be  a  very  profit- 
able choice  for  Tyco. 

Like  Simplex,  Grinnell  has  little  to 
do  with  Tyco's  original  business. 
What  attracted  Gaziano  was  Grin- 
nell's  durability  (it  is  125  years  old) 
and  profitability:  Even  during  the 
last  two  years,  when  it  was  controlled 
by  court-appointed  trustees,  Grinnell 
started  making  money  again  after 
two  years  of  losses  as  ITT's  neglected 
stepchild.  Grinnell's  1974  sales  of 
$107  million  will  more  than  double 
the  $58  million  that  Tyco  reported 
for  its  fiscal  year  ended  May  31.  And 
the  only  reason  Tyco's  sales  had 
shown  any  gain  that  year  was  the 
addition  of  Simplex. 

Rather  than  spend  the  company's 
own  cash,  Gaziano  made  liberal  use 
of  borrowing  and  pay-later  schemes. 
The  deal  called  for  payment  of  some 
$14  million  in  cash   (put  up  by  two 


friendly  banks)  plus  40%  of  Grinnell's 
net  for  ten  years,  with  a  minimum 
total  of  $28.5  million.  The  deal  puts 
Tyco's  debt-to-equity  ratio  at  a  high- 
ly leveraged  2-to-l,  but  the  banks 
really  don't  have  much  to  worry 
about.  Tyco  possesses  a  highly  liquid 
portfolio  of  corporate  stocks  and 
bonds  worth  $30  million,  which  earns 
more  than  enough  to  pay  all  the  in- 
terest on  Tyco's  long-term  debt. 

Perhaps  best  of  all,  the  presence  of 
two  steady  money-makers  like  Grin- 
nell and  Simplex  in  his  stable  will 
allow  Gaziano  to  concentrate  his  at- 
tention on  Tyco's  riskiest  and  by  far 
most  exciting  venture,  solar  energy. 
Tyco  has  a  patented  process  ("edge- 
defined,  film-fed  growth")  for  pro- 
ducing the  silicon  ribbon  needed  to 
convert  solar  energy  into  electricity. 
All  that  should  be  needed  to  make 
solar  energy  commercially  feasible  is 
cheaper  silicon  ribbon  (though  rising 
oil  prices  would  have  the  same  effect) 
and  lots  of  development  work— about 
$30  million  worth— that  Tyco  is  doing 
with  Mobil  Oil  under  a  joint  agree- 
ment signed  last  December. 

Gaziano,  trained  both  as  an  engi- 
neer and  as  a  businessman,  is  just  the 
practical,  hardheaded  type  who 
might  find  the  way  to  turn  all  this 
technology  into  hard  cash.  ■ 


"Make  it  beautiful,  craft  it  lovingly,  and  stand  behind  it 

People  will  love  it." 

A  simple  philosophy.  But  most  effective.  Which  in  turn  would  allow  us  to  concentrate  on  the 

With  it.  we've  made  the  GMC  MotorHome  something  that       thing  we  /.anted  most  to  offer  the  buyer:  quality. 


captures  the  imagination. 

We  made  it  sleek.  We  made  it  low.  We  made  it  so  it 
would  slip  through  the  air  easily  and  handle  responsively. 
We  gave  it  front  wheel  drive.  And  tandem  rear  wheels. 


Quality  supported  by  a  nationwide  dealer  network.  One 
stop.  For  everything. 

One  more  thing  we  have  to  offer.  A  handsome  4-coloi 
catalog  that  goes  into  a  lot  more  detail.  We'll  be  happy  to 


And  air  suspension.  But  that  wasn't  enough.  We  decided  to  send  one  to  you.  Just  write  GMC  MotorHome  Headquarters- 
offer  it  in  a  series  of  special-edition  models.  Each  with  its  Drawer  9600— Dept.  602.  Lansing.  Michigan  -18909. 
own  special  color.  And  each  with  a  well  thought-out  interior  -....„—«..  ..„...-,-„„..  ^rara.    .._!..._  I~H — HI 
decor  that  combines  beauty  with  easy,  pleasant  living.  THE  MOTOR  HOME  FROM  GEHERAL  MOTORS   |(5MC 
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It  takes  time  to  build  a  tradition. 
For  more  than  225  years,  The  House  of  Justerini  &  Brooks  has  been  one  of 

London's  leading  wine  and  spirit  merchants.  And  for  the  past  IVD 

nine  successive  reigns,  their  dedication  to  excellence  has  earned  the  Royal  Warrant.  #1    lj 

This  consistent  superiority  over  more  than  two  centuries  is  a  jj  .  nt: 

rare  tradition.  So  you  can  be  certain  that  you'll  always  enjoy  the  same  rare  taste     Iv/VKL 

in  every  bottle  of  J&B  Rare  Scotch.  SCOTCH 


The  Money  Men 


The  Quiet  Ones 

For  a  few  frenetic  years,  the  real  es- 
tate investment  trust  industry  was 
akin  to  a  1930s  chorus  line.  All  the 
dancers  looked  great.  But  investors 
chased  mainly  after  the  sexiest  and 
seemingly  most  profitable  trusts,  gen- 
erally the  independents  and  those 
sponsored  by  the  big  banks.  These 
were  the  most  highly  leveraged 
REITs,  able  to  turn  heads  with  18% 
and  more  equity  returns,  and  100%- 
plus  capital  gains. 

Left  behind  were  five  quiet  REITs 
sponsored  by  such  life  insurance  com- 
panies as  The  Equitable,  Mutual  of 
New  York,  Connecticut  General,  Mas- 
sachusetts Mutual  and  Northwestern 
Mutual.  These  trusts  opted  for  slow 
growth.  Wall  Street  pooh-poohed 
them  as  "too  conservative." 

Pity  the  investors  who  listened  to 
Wall  Street!  Today  the  swingers  are 
pretty  frazzled.  Some  41%  of  the  in- 
dustry's $20-billion  portfolio  is  now 
on  a  nonearning  basis.  Barely  one- 
third  of  the  trusts  pay  dividends. 
And,  experts  agree,  the  worst  may 
still  lie  ahead. 

But  the  picture  is  considerably 
brighter  for  the  five  insurance  spon- 
sored trusts  (see  table).  Only  8.3%  of 
their  $1.5  billion  in  loans  is  not  earn- 
ing interest.  All  five  are  paying  healthy 
dividends.  And  there  is  even  a  good 
chance  that  for  three  of  the  five 
trusts  earnings  will  increase  some- 
what next  year. 

Such  are  the  findings  of  a  recent 
REIT  study  by  Bruce  Garrison,  a 
REIT  analyst  with  Alex.  Brown  & 
Sons  in  Baltimore. 

"From   the  outset,"   says   Garrison, 


formerly  a  REIT  analyst  for  Morgan 
Guaranty,  "most  REITs  went  specifi- 
cally for  short-term  construction  and 
development  loans.  But  these  five 
trusts  put  their  initial  funds  into  per- 
manent first  mortgages  already  owned 
or  committed  by  their  parents.  The 
distinguishing  thing  about  these  mort- 
gages," Garrison  adds,  "is  that  they're 
backed  by  completed  real  estate  proj- 
ects. So  you  don't  have  all  the  risk 
inherent  in  construction  and  develop- 
ment loans." 

Of  course,  even  the  insurance-spon- 
sored trusts  eventually  made  their 
share  of  short-term  loans  to  develop- 
ers. Look  at  the  table  below,  and 
you'll  see  that  Northwestern  Mutual 
Mortgage,  for  example,  currently  has 
35%  of  its  loans  in  the  construction- 
and-development  class.  For  Equitable 
Life  Mortgage  and  Realty  Investors, 
the  percentage  is  even  higher. 

But  here  again  there  was  a  differ- 
ence. Most  trusts  undertook  their 
short-term  loans  without  worrying 
about  the  projects'  permanent  financ- 
ing—that is,  the  mortgage  loan  that 
would  pay  off  the  construction-and- 
development  loan  when  the  project 
was  completed.  The  trusts  simply  as- 
sumed that  someone,  somewhere, 
would  provide  the  long-term  money 
when  the  time  came. 

But  the  five  insurance-sponsored 
trusts  insisted  on  permanent  financing 
(often  for  a  fee)  from  the  beginning, 
before  they  forwarded  any  short-term 
money.  Again,  all  the  money  was  in 
place  to  complete  the  projects. 

Garrison  puts  it  this  way:  "There 
was  much  less  autonomy  and  much 
more  interaction  between  the  [insur- 
ance] parent  and  its  REIT,  and  this 


Garrison  of  Alex.  Brown  &  Sons 

gave  them  both  much  tighter  control 
over  their  projects." 

That  interaction  had  another  happy 
consequence  for  the  insurance  trusts. 
They  were  able  to  take  advantage  of 
the  nationwide  network  of  their  par- 
ents' real  estate  activities,  meaning 
their  loans  were  geographically  well 
dispersed,  and  the  trusts  got  the  ben- 
efit of  their  parents'  knowledge  of  lo- 
cal markets.  By  contrast,  such  one- 
time highfliers  as  Chase  Manhattan 
Mortgage  &  Realty  Trust  concentrat- 
ed most  of  its  loans  into  such  current- 
ly depressed  areas  as  New  York  and 
Atlanta,  making  the  loans  from  New 


The  Virtues  Of  Conservatism 


■Portfolio  In- 


-Portfolio  In- 


Short-Term  Permanent 

Construction  First  Mort- 

Total        and  Devel-  gages  and 
Portfolio        opment  Equity 

(millions)         Loans  Loans 


Residential 
Properties 


Office 

Bldgs.  and 

Shopping 

Centers 


Nonearning 

Invts.        Debt-To- 
As  %  Of        Equity 
Portfolio*       Ratio 


Recent 
Price 


2.9 
1.7 
1.5 
1.9 
1.8 


12'/a 

161A 

9% 

6V2 

9V* 


REIT  Industry  Averages 


$20,000t  54% 


23% 


51% 


25% 


41% 


4.0 


Current 
Yield 


These  ibig  insurance-company-sponsored  REITs  look  pretty  healthy  today  . . . 

Conn.  General  Mtg.  &  Rlty.  Inv.      $421  21%  62%  28%  49%  8.3% 

Equitable  Life  Mtg.  &  Rlty.  Inv.         353  48  49  19  41  4.6 

MassMutual  Mtg.  &  Rlty.  Inv.  221  13  78  37  46  11.9 

MONY  Mtg.  Inv.  238  30  58  32  47  9.2 

Northwestern  Mutual  Mtg.  252  35  61  21  43  9.9 


13.2% 

12.3 

12.9 

11.7 

10.8 


. .  .  especially  when  compared  with  their  bank-sponsored  cousins. 

Bank  of  America  Rlty.  $254  17%  63%  36%  43%  30%  3.8  47/s  8.2% 

BarnettM'tg.  291  75  0  59  5  86  52.0  #  0 

Chase  Manhattan  Mtg.  &  Rlty.  989  60  9  N.A.  N.A.  70*  **  17/a  0 

Citizens  &  Southern  Rlty.  Inv.  474  62  5  N.A.  N.A.  43  8.0  V/i  0 

Continental  Illinois  Rlty.  312  86  13  N.A.  N.A.  41  8.5  25/s  0 


*  Includes  nonearning  real  estate  acquired  by  foreclosure.         **  Shareholders  equity  deficit  of  $49.6  million.         f  Total  industry  portfolio. 

t   Includes  $160  million  in  loons  purchased  by  Chase  Manhattan  Bank,  October  1975.  Source:  Bruce  Garrison,  Alex.  Brown  &  Sons 


#   Trading   suspended. 
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"Call 
OPPD 

And  ask  for  Tom  Gage 

Tom  is  our  industrial 
development  expert.   He  will  tell 
you  that  Omaha-Southeastern 
Nebraska  is  loaded  with 
dependable  electric  power  at 
reasonable  rates.   OPPD's  Fort 
Calhoun  nuclear  generating  plant 
has  been  on-line  for  two  years, 
producing  an  additional  half 
million  kilowatts.  And  we're 
building  a  powerful  future.  We'll 
have  a  fossil-fuel  unit  for 
production  in  1979  and  another 
nuclear  unit  for  1983.  If  you  want 
a  site  with  plenty  of  power,  Tom 
can  steer  you  into  any  number  of 
attractive  locations.   He  won't 
waste  your  time  with  generalities 
but  will  concentrate  on  delivering 
the  specific  facts  and  figures  you 
need  for  your  decision.  Send  the 
coupon,  or  give  Tom  a  call  at 
(402)  536-4347. 

for  abundant 
power  at 
reasonable  rates." 


Omaha  Public  Power  District 

Member:  Mid-Continent  Area 
Power  Pool 

Tom  Gage,  Director  of  Area 

Development 

Omaha  Public  Power  District 

1623  Harney  Street 

Omaha,  Nebraska  68102 

Please  send  me  free  facts  on  Omaha- 
Southeastern  Nebraska 


Name_ 
Tille 


Company 
Address_ 

City 

I  Stale 


Z.p_ 


The  Money  Men 


York  headquarters.  Sad  cases  like  Bar- 
nett  Mortgage  Trust  and  Citizens  & 
Southern  Realty  Investors  sank  their 
monies  primarily  into  the  overbuilt 
Southeastern  market. 

"What  the  banks  failed  to  realize," 
says  Garrison,  who  watched  it  all  hap- 
pen from  Morgan  Guaranty,  "was' 
that  the  cost  of  their  REIT  loans  is 
significantly  higher  than  that  of  bank 
loans,  primarily  because  of  the  ad- 
visory fees,  and  because  the  REITs' 
cost  of  funds  is  much  higher.  The 
typical  bank  construction  loan  is  2%  to 
3%  over  prime.  But  the  bank-spon- 
sored REITs  had  to  get  4%  to  5%  over 
prime  to  achieve  the  profit  margins 
they  needed.  Thats'  why  they  had  to 
go  into  recreation  and  land  develop- 
ment and  condominium  loans.  Those 
were  the  only  places  they  could  get 
the  portfolio  yields  they  had  to 
achieve  to  keep  attracting  equity." 

Now  the  sins  of  the  past  are  penal- 
izing the  bank  REITs.  They  are  stuck 
monitoring  their  defaults— a  costly 
process.  The  result:  Many  REITs  will 
continue  to  have  portfolio  manage- 
ment expenses  of  1.5%  to  2%  for  some 
time.  But  for  the  relatively  trouble- 
free  five  insurance-sponsored  trusts, 
the  average  expense  is  less  than  0.9%. 

Though  these  five  insurance  REITs 
are  in  better  shape  than  most,  an  in- 
surance company  sponsor  is  no  guar- 
antee of  success.  Take  State  Mutual 
Investors,  American  Century  Real  Es- 
tate, Fidelity  Mortgage  Investors,  Gulf 
Mortgage  &  Realty,  Beneficial  Stan- 
dard and  Nationwide  Real  Estate.  Of 
these,  only  Nationwide  now  pays  a 
dividend.  And  Fidelity  Mortgage  is 
now  in  Chapter  11  bankruptcy  pro- 
ceedings. These  smaller  trusts  hold 
an  average  $140  million  in  assets. 

But  the  "big  five"  insurance  trusts 
singled  out  by  Garrison  do  get  the 
highest  ratings  of  the  130  REITs  his 
firm  follows.  Are  they  also  good  buys 
at  today's  prices? 

Garrison  thinks  yes— with  some  res- 
ervations. He  notes  that  at  current 
prices,  these  trusts  yield  an  average 
12.3%.  Further,  he  is  forecasting  earn- 
ings increases  for  the  group  at  1%  on 
average  for  next  year  (although  for 
MONY  and  Equitable,  the  increases 
could  be  19%  and  10%,  respectively). 
Thus,  if  yields  required  by  investors 
remain  constant  at  the  12.3%  lev- 
el, the  prices  of  these  REITs  should 
increase  by  1%  on  average. 

The  outlook  could  be  better,  though. 
Garrison  believes  that  as  investors  be- 
come more  confident  about  these  five 
trusts,    their    required    yields    could 


well  decrease.  If  required  yields  fell 
to  10%,  say,  then  a  1%  increase  in 
earnings  would  suggest  a  29%  increase 
in  share  prices. 

Garrison's  advice  to  potential  buy- 
ers is  to  purchase  the  group  as  a 
whole.  Each  trust  has  some  strengths 
and  some  weaknesses. 

Garrison  concedes  that  his  mes- 
sage is  falling  on  largely  deaf  ears; 
few  of  his  firm's  clients  are  anxious 
to  own  REIT  stocks  of  any  kind. 
When  forced  to  pick,  Garrison  likes 
MONY  and  Equitable  the  most,  and 
Northwestern  Mutual  Life  and  Mass- 
Mutual  the  least.  The  earnings  of 
MassMutual  may  be  the  least  likely 
to  come  through  as  projected,  says 
Garrison,  due  to  its  recent  troubles 
with  its  $5.1-million  mortgage  on  the 
New  York  City  Chrysler  building. 

Garrison  is  almost  alone  even  in 
his  circumscribed  optimism.  Kenneth 
Campbell,  the  respected  publisher  of 
Realty  Trust  Review,  points  to  two 
parts  of  Garrison's  analysis  that  trou- 
ble him:  more  long-term  commitments 
than  long-term  capital  and  more 
floating  interest  rate  liabilities  than 
floating  rate  assets.  Of  the  latter, 
Campbell  says:  "If  interest  rates  go 
up,  then  the  margins  of  these  trusts 
will  be  pinched." 

But  the  central  question  remains: 
Will  the  real  estate  market  recover  in 
the  reasonably  near  future?  On  that, 
Garrison  is  cautiously  optimistic. 

Says  Garrison:  "True,  the  supply- 
demand  equilibrium  of  the  industry 
is  completely  out  of  balance  right 
now.  But  I  see  this  changing  in  the 
next  year  or  two;  it  should  start 
changing  rapidly.  New  York  is  unique, 
the  overbuilding  there  was  just  un- 
believable. But  elsewhere  in  the  coun- 
try the  space  is  being  absorbed. 
Apartments  and  offices  are  filling  up, 
and  the  retail  market  is  firming."  In- 
deed, private  sector  multifamily  hous- 
ing starts  are  currently  51%  below 
their  1974  level,  and  74%  below  their 
1973  level.  Single-family  housing 
starts  are  also  down,  and  Garrison 
is  finding  few  in  the  industry  who 
are  making  commitments  for  new 
commercial  projects. 

Still,  Garrison  sees  a  slow,  lack- 
luster recovery  that  could  stretch 
out  over  three  or  four  years. 

But  whether  you  share  Garrison's 
views  or  not,  his  analysis  of  the  in- 
surance REITs  reiterates  an  old  truth: 
When  investing,  think  of  the  risks 
and  the  opportunities.  Or  put  it  this 
way:  The  prettiest  girls  don't  neces- 
sarily make  the  best  wives.   ■ 
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Crane's  Deming  pumps  at  work  for  LTV  Aerospace  Corporation. 

When  it  comes  to  beating  pollut 
Crane  keens  it  moving. 


When  LTV  Aerospace  set  out  to  add  a  new  $2.5 
million  pollution  abatement  system  to  augment 
its  existing  facility  in  Dallas,  Texas,  it  faced  some 
formidable  problems. 

Producing  aircraft  at  this  314-acre  manu- 
facturing complex  also  produces  a  multitude  of 
industrial  wastes:  oils,  paint  particles  and  thin- 
ners, photo  chemicals,  water-soluble  dyes,  salts 
and  chromic,  hydrochloric  and  sulphuric  acids,  to 
name  a  few.  To  collect  these  wastes,  transfer 
them  from  one  treatment  stage  to  the  next,  meter 
fluids  and  feed  chemicals  into  the  various  treat- 
ment stages  required  85  pumps. 


The  engineers  selected  Crane's  Deming 
pumps.  For  good  reason.  Within  the  broad  Deming 
line  were  the  different  types  of  pumps  needed  to 
meet  a  variety  of  critical  service  conditions. 

Today  this  new  pollution  system  is  handling 
two  million  gallons  a  day,  and  can  be  increased  to 
three  million  gallons  a  day  when  needed. 

Deming  pumps:  for  demanding  industrial 
and  municipal  jobs.  From  Crane,  leaders  in  prod- 
ucts and  technologies  essential  to  the  nation's 
energy  and  environmental  programs.  For  infor- 
mation contact:  Crane  Co.,  Dept.  AD,  300  Park 
Avenue,  New  York,  New  York  10022. 
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Expansion,  Yes.  Debt,  No. 

Walt  Disney's  successors  are  varying  the 
master's  formula.  The  variations  make  sense. 

These   days   you   can   look  at   Walt 

Disney  Productions  in  two  ways.  You 

can  see  it  as  a  Walt  Disney  creation 

that  topped  $500  million  in  revenues 

for  the  first  time  this  year,  while  set- 
ting   record    profits    for    the    eighth 

straight  year-with  no  end  in  sight 
Or  you  can  see  it  as  a  kind  of 
Mickey  Mouse  creation,  selling  at  a 
fantasy  level-25  times  earnings-at  a 
time  when  its  old  standby  products 
are  approaching  maturity  and  its  cur- 
rent top  executives  are  talking  about 
experimenting  with  all  sorts  of  new 
untested  approaches. 

For  now,  everyone  seems  to  be  giv- 
ing the  company  the  benefit  of  any 
doubts.  But  as  one  well-placed  in- 
stitutional analyst  told  Forbes:   The 

doTl    "  Watching  Disney  "very>  very 
As  for  the  company,  its  mild-man- 
"S    u  Chai/"man   D°nn  Tatum  says: 
We  haven  t  lost  our  collective  mar- 
bles around  here." 

No  one  thinks  the  Burbank-based 
executive  team  has.  But  projects  in 
the  works,  while  none  is  firmed  up 
w  u>  .^Present  a  rearrangement  of 
Walt  s  old  magic  marbles. 

Pi  F°a  '6Xf^Ie'   the   next  Pr°J'ect   ^ 
Florida  s  Walt  Disney  World  will  be 

m    part    nonprofit.     An    amusement 
park  in  Japan  would  see  Disney  func- 
tioning as  operational  consultants  and 
relying  on  three  Japanese  partners  for 
financing.    In    addition,    an    outdoor 
recreation  spa  in  northern  California 
calls  tor  Disney  to  take  in  two  U  S 
partners.    Walt  Disney   took   a  part- 
ner only  once,  and  then  temporarily 
when   he   was   strapped  for  cash   to 
start  Disneyland. 

Why  the  change?  One  analyst  es- 
timates that  these  projects  could  cost 
as  much  as  $800  million,  but  money 
is  no  problem  for  Disney.  The  com- 
pany has  over  $600  million  in  equity 

£5i    *  nn  annual  cash  flow  of  ^ound 
»1U0  million  and  almost  no  debt 

The  best  answer  to  the  partnership 
question  is  probably  that  Disney 
wants  to  combine  heavy  expansion 
with  a  conservative  balance  sheet.  In 
other  words  it  wants  to  grow,  but 
likes  being  debt-free.  The  new  atti- 
tude makes  sense  in  an  era  when  cap- 
ital is  hard  to  get  and  expensive.  It's 
a  way  for  Disney  to  sell  knowhow 
instead  of  risking  money. 

For  example,  Disney  hopes  the 
new  Flonda  project  will  be  funded 
by  foreign  governments  and  U.S.  cor- 
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On  his  first  trip  to  the  U.S., 
Japan's  Emperor  Hirohito  met 
with  the  President,  Vice  Presi- 
dent and  big-city  mayors  But 
the  highlight  for  folks  back 
home  was  a  tete-a-tete  with 
Mickey  Mouse  at  Disneyland 


porations;  Disney  calls  it  World  Show- 
case and  EPCOT  (for  experimenT 
If^    community    of    tomor- 

mZLl,  ^  gU6SS  that  Di™Y 
might  have  to  contribute  at  most  $100 

sISnT  ]nSUPP?rt  f3Cilities-  As  *  now 
dS?'      xf675    Pr°P0Sed    JflPanese 

fame  Mitsur  Real  Estate  Develop- 
ment Co.  and  Keisei  Electric  Railway 
Co. -will  put  up  all  the  money  as  well 
as  pnceless  land  for  the  park-a  600- 
acre  parcel  on  Tokyo  Bay. 

The  California  project,  Indepen- 
dence Lake,  will  require  Disney  to 
dig  into  its  own  pocket  for  some  $100 
million,  according  to  analysts.  But 
since  development  will  take  place  over 
three  fiscal  years,  it's  easily  covered 
by  cash  flow.  The  10,000-acre  site 
will  come  from  Disney's  two  limited 
partners,  Southern  Pacific  Land  Co 
and  Sierra  Pacific  Power  Co. 

Because  of  the  minimum  Disney  in- 
vestment, the  projects  promise  a  col- 
lective cure  for  Disney's  sagging  re- 
turn on  investment,  down  from  a  spec- 
acu  ar  27.4%  in  1965  to  9.5%  in  1974 
It   all  come  on  stream   as  now  cal- 

m7T  jTUJn  1978>  Cal*>rnia  in 
1979  and  Florida  in  1980-analyst  Lee 
tsgur  of  Alliance  One  sees  Disney 
back  to  a  17%  return  on  investment 
by  the  early  1980s. 

It's  the  Florida  project  that  raises 
the  most  eyebrows.  Tatum  and  Presi- 

ueni   ?',  Cardon   Walker   ^vision   a 
kind  of  lotus-land  think-tank  at  Walt 
Disney  World  where  American  indus- 
try will  subsidize  the  study  of  prob- 
lems    in     energy,     food     production, 
health,    transportation    and    the    like 
Walker    thinks    there    will    be    new 
products   in   it  for   the   corporations, 
though  no  direct  profit  for  Disney.  He 
also    wants    the    project    to    include 
World  Showcase,  a  permanent  world's 
tair.  He  hopes  at  least  eight  or  ten 
countries  will  build  national  pavilions 
for  around  $10  million  to  $15  million 
each.   In  return,   the  country  would 
?et  a  Disney-style  advertisement  for 
itself   Disney  would  collect  an  admis- 
sion fee,  benefit  from  a  longer  visitor 
stay  and  sell  the  cotton  candy.  But 
again,  Disney's  cash  exposure  will  be 
limited  if  the  deals  jell.  A  godhead 
decision  is  expected  next  summer 

The   oriental   Disneyland   seems    a 
sure  winner.  The  Tokyo  site  is  within 
an    hour-and-a-half    drive    for    one 
third  of  Japan's  population    (32  mil 
Jion  people,  compared  with  12  million 

FORBES,    NOVEMBER    15,    1975 


in  the  comparable  southern  Califor- 
nia market  area).  Public  transporta- 
tion can  deposit  130,000  people  an 
hour  at  the  site.  Disney  is  so  popular 
in  Japan  that  when  Emperor  Hirohito 
made  the  obligatory  trip  to  Disney- 
land on  his  U.S.  tour  last  month,  his 
visit  was  televised  live  back  home.  So 
why  doesn't  Disney  plan  to  hang  on 
to  some  of  the  equity  instead  of  just 
a  percentage  of  the  gross? 

Walker's  answer  is  that  no  amount 
of  potential  profit  is  worth  the  head- 
aches of  running  a  company  in  Japan. 
(Disney  has  had  a  film  distribution 
outlet  there  for  15  years.)  "If  you 
have  5,000  employees  and  business  is 
bad  for  a  few  months,  you  still  have 
5,000  employees.  When  you  hire  peo- 
ple in  Japan,  it's  for  a  lifetime." 

In  negotiations  due  to  be  complet- 
ed by  year's  end,  Disney  is  reported  to 


be  asking  for  10%  of  the  gross  from 
admissions,  rides  and  concessions  at 
the  Japanese  park,  and  a  lesser  per- 
centage from  any  ancillary  develop- 
ment, like  hotels.  "Our  percentage 
will  be  an  operating  expense,"  says 
Vice  President  James  Stewart;  Lee 
Isgur  estimates  it  could  range  from 
20%  to  50%  of  net.  One  analyst  esti- 
mates the  park  could  add  22  cents  to 
earnings  per  share  in  its  first  year. 
The  outdoor  year-round  recreation 
resort  planned  for  Independence  Lake 
some  190  miles  east  of  San  Francisco 
is  a  consolation  prize.  Environmental- 
ists are  still  blocking  Disney's  ski  re- 
sort at  Mineral  King  in  southern  Cal- 
ifornia. (To  head  off  a  similar  fate  in 
northern  California,  Disney  has  kept 
the  Sierra  Club  fully  informed  of  its 
new  plans.)  The  resort  will  provide 
skiing,   hiking,   fishing,   camping   and 


lodging  for  some  3,000  to  5,000  visi- 
tors a  day.  Can  Disney  "do"  nature? 
Critics  have  been  disarmed  by  the 
well-run  camping  area  at  Walt  Dis- 
ney World,  where  occupancy  reached 
84%  last  year. 

Meanwhile,  if  any  of  Disney's  on- 
going enterprises  are  about  to  falter, 
no  signs  have  yet  surfaced.  Domestic 
and  foreign  movies  should  set  new 
revenue  records  in  fiscal  1975.  For- 
eign film  revenues  were  up  an  esti- 
mated 32%  after  some  improved  mar- 
keting. Following  small  declines  dur- 
ing 1974's  fuel  crisis,  attendance  at 
both  Disney  World  and  Disneyland  is 
up  this  fiscal  year. 

Analyst  Isgur  sums  up  Wall  Street's 
current  wisdom:  "Disney  is  one  of  the 
few  organizations  I  deal  with  where 
I  have  to  give  them  the  benefit  of 
the  doubt  when  I  have  questions."  ■ 


issing  The  Boat  For  The  Ship 


There's  nothing  like  an  idea  whose  time  has  come.  But  Global 
Marine  is  locked  into  an  idea  whose  time  is  not  yet  in  sight. 


Remember  Global  Marine,  the  small- 
ish (1974  revenues:  $89  million)  off- 
shore drilling  company  that  sidelines 
in  exotic  projects  like  raising  sunken 
Russian  submarines  for  the  Central 
Intelligence  Agency  and/ or  Howard 
Hughes?  The  Los  Angeles  company 
also  takes  core  samples  of  the  ocean 
floor  for  the  National  Science  Foun- 
dation, has  installed  secret  underwa- 
ter Polaris  missile  testing  facilities  for 
the  U.S.  Navy,  raised  shrimp  in 
Hawaii  and  mined  for  gold  off  the 
coast  of  Alaska. 

Global  is  hooked  on  an  idea.  Un- 
fortunately, it  is  an  idea  whose  time 
has  not  yet  come.  To  wit:  Use.  ship- 
shaped  vessels  to  drill  for  oil  and  gas 
in  the  water-covered  areas  of  the 
world  rather  than  drilling  from  semi- 
submersible  or  jack-up  rigs. 

Ship-shaped  vessels,  or  drill  ships, 
"are  the  best  way  to  do  the  job," 
claims  •  Global  Marine's  Chairman 
Robert  F.  Rauer,  a  hulking  engineer 
who  helped  found  the  company  back 
in  1958.  Almeron  (A.J.)  Field,  the 
company's  pencil-thin  president  and 
cofounding  engineer,  nods  in  agree- 
ment: "The  drill  ship  is  the  most  eco- 
nomical way  to  explore  for  oil  and 
gas  offshore.  And  it  gives  the  custom- 
er the  most  flexibility."  For  example, 
if  you're  drilling  at  one  end  of  a  lease 
site  and  want  to  work  at  the  other— 
off  you  go.  In  this  way,  a  drill  ship 
reduces  the  need  for  workboats  and 
supply  boats.  Also,  it  is  simpler  to 
move  long  distances  from   one  drill 


site  to  another. 

Rut  the  drill  ship  has  disadvan- 
tages. While  it  has  lower  daily  op- 
erating costs  than  most  semisubmers- 
ibles,  it  is  more  expensive  to  build 
and  thus  rents  for  a  higher  day  rate 
than  most  jack-up  rigs.  In  addition, 
the  drill  ship— thus  far  at  least— has 
been  judged  to  be  less  stable  in 
rough  waters  such  as  those  in  the 
North  Sea,  where  waves  commonly 
reach  50  feet. 

What  all  this  means  is  that  Rauer 
and  Field,  clinging  faithfully  to  their 
drill-ship  idea,  have  missed  most  of 
the  action  in  the  North  Sea  these  past 
few  years  and  are  now  missing  most 
of  what's  going  on  in  the  Gulf  of 
Mexico.  In  the  stormy,  deep  North 
Sea,  the  ship's  relative  instability,  vs. 
the  semisubmersibles,  has  hurt  it.  In 
the  shallow  Gulf  of  Mexico,  the 
cheaper  jack-rigs  are  quite  adequate. 

Outnumbered 

The  trend  is  clear:  For  every  drill 
ship  in  use  today,  there  are  two  semi- 
submersible  rigs  and  three  jack-up 
rigs,  which  Global  does  not  make. 
The  drill  ship  would  be  at  its  best  in 
deep,  calm  water,  but  that  isn't  where 
the  activity  is  at  present. 

If  the  day  does  come  when  the 
ship's  ship  comes  in,  Global,  unfor- 
tunately, will  face  another  challenge: 
Its  competitors  also  know  how  to  de- 
sign and  operate  drill  ships.  Sedco 
and  Odeco  (Ocean  Drilling  &  Ex- 
ploration Co. )  both  have  a  few.  They 


are  in  all  three  ends  of  the  market. 
Global  is  in  only  one. 

The  sad  part  is  that  Global  has 
been  a  technological  pioneer  ever 
since  it  was  started  as  a  joint  venture 
among  four  big  oil  companies.  It 
went  public  in  the  Sixties  and  was  a 
hot  stock  toward  the  end  of  the  de- 
cade when  it  sold  for  as  much  as  100 
times  earnings.  Now  it  sells  for  around 
seven  times  probable  1975  earnings 
and  at  a  discount  from  book  value. 

The  world's  insatiable  demand  for 
oil  may  yet  pull  Global  out  of  its  tail- 
spin.  Rut  right  now  oil  is  in  over- 
supply  and  drilling  is  slowing  down. 
Four  of  Global's  13  ships  are  coming 
off  contract  this  year.  Meanwhile,  it 
has  two  more  ships  abuilding  and  it 
shares  exploration  rights  in  a  num- 
ber of  areas. 

To  finance  its  expansion,  already 
highly  leveraged  Global  Marine  is 
borrowing  more  money.  It  recently 
applied  for  $163  million  worth  of 
"Title  XI"  financing  to  enable  it  to 
sell  government-guaranteed  bonds.  If 
the  new  financing  goes  through,  the 
company's  debt-to-equity  ratio  will 
be  a  staggering  4-to-l.  If  nothing  else, 
the  resultant  interest  costs  will  put 
earnings  under  pressure. 

At  the  nine-month  mark,  for  exam- 
ple, revenues  were  up  30%  (to  $81.7 
million),  but  thanks  to  higher  interest 
and  depreciation  charges,  net  rose  on- 
ly 19%  (to  $1.02  a  share). 

A  company  cannot  live  by  promise 
alone.   ■ 
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Having  It  Both  Ways 


Poohly  as  the  stock  market  has  per- 
formed in  recent  years,  there  is  still 
a  strong  argument  for  stocks  over 
bonds.  A  bond  may  yield  8%,  but  that 
is  all  it  ever  yields.  A  stock,  by  con- 
trast, by  dint  of  good  management 
and  good  luck,  may  increase  its  yield 
year  after  year.  Starting  with  a  lower 
yield  than  a  bond,  a  stock  may  end 
up  with  a  higher  yield. 

If  inflation  gets  back  to  10%  or 
higher,  an  8%  bond  yield  isn't  even 
enough  to  protect  your  capital.  With 
a  stock,  you  have  at  least  a  fighting 
chance. 

By  and  large,  bonds  are  safer  than 
stocks  but  the  safety  isn't  absolute. 


Ask  anyone  who  owned  Pennsylvania 
Railroad  bonds,  once  gilt-edged.  O: 
ask  any  recent  holder  of  New  York 
City  bonds. 

The  prudent  man  today  wouldn't 
want  all  of  his  money  in  stocks.  But 
neither  would  he  want  it  all  in  bonds. 

In  the  present  stock  market,  what- 
ever its  drawbacks,  an  investor  is  able 
to  buy  good  common  stocks  paying 
an  excellent  yield— thus  getting  some 
of  the  advantages  of  bonds  with  the 
advantages  of  stocks. 

Below  we  have  listed  91  stocks  pay- 
ing current  yields  of  7.5%  or  better- 
close  to  the  yields  of  triple  A  bonds. 
How  safe  are  these  dividends?  Look 


at  the  third  column.  This  column 
shows  how  well  the  dividend  is  cov- 
ered. Now  move  to  the  fourth  and 
fifth  columns  and  compare  the  two 
payout  ratios.  If  the  current  ratio  is 
lower  than  the  five-year  average,  you 
can  assume  that  the  current  dividend 
is  not  out  of  line  with  earnings— and 
is  quite  safe. 

«  There  are  a  good  many  utilities 
on  the  list.  Aren't  thev  risky  in  the 
present  social  and  political  environ- 
ment? Not  necessarily.  The  recent 
near  collapse  of  Con  Edison  and  sev- 
eral other  major  utilities  threw  a  scare 
into  the  rate  commissions  and  the  pol- 
iticians. That  scare  may  turn  out  to 
be  a  good  thing  for  utilities  needing 
rate  increases. 

If  it  is  yield  you  want,  plus  a  de- 
gree of  inflation  protection,  the  stocks 
en  this  list  are  worth  considering.   ■ 


Current 

5-Year 

Latest 

Current 

Current 

Current 

Indicated 

Average 

12-Month 

Indicated 

Indicated 

Dividend 

Pavout 

Payout 

Earnings 

P/E 

1975 

Current 

Company 

Yield 

Dividend  Coverage* 

Ratiot 

Ratio 

Per  Share 

Ratio 

Price  Range 

Price 

Allegheny  Ludlum 

7.9% 

$1.80 

2.6 

39% 

47% 

$  4.67 

5 

26% -20% 

223A 

Allegheny  Power 

8.7 

1.52 

1.5 

66 

67 

2.30 

8 

18V4-127/8 

17V2 

Amalgamated  Sugar 

8.8 

3.00 

4.8 

21 

38 

14.31 

2 

467/8-263A 

34'/4 

Amer  Can 

7.5 

2.20 

1.9 

53 

61 

4.14 

7 

34V2-28 

293/s 

Amer  Elec  Power 

9.6 

2.00 

1.2 

84 

73 

2.38 

9 

21      -143A 

203A 

Amer  Natural  Gas 

7.6 

2.54 

2.0 

50 

55 

5.04 

7 

383A-295/a 

335/a 

Ariz  Public  Service 

9.2 

1.36 

2.0 

50 

55 

2.71 

5 

163/8-117/a 

143/4 

Atlantic  City  Elec 

8.5 

1.54 

1.5 

66 

66 

2.34 

8 

19'/2-125/8 

18Va 

Baltimore  Gas  &  Elec 

9.5 

1.96 

1.5 

66 

66 

2.98 

7 

22V4-15V2 

205/8 

BanCal  Tri-State 

8.5 

1.34 

1.3 

76 

63 

1.77 

9 

187/8-11'/2 

153A 

Bank  of  New  York 

8.1 

2.20 

2.7 

37 

44 

5.91 

5 

34     -24V2 

27 

Bank  of  Virginia 

7.5 

0.88 

2.8 

36 

38 

2.44 

5 

133A-  9V2 

113/4 

Bankers  Trust 

10.0 

3.00 

2.3 

44 

50 

6.87 

4 

42     -285/s 

30'/8 

Belden 

8.4 

1.20 

1.5 

68 

56 

1.76 

8 

17     -123A 

14'A 

Boston  Edison 

10.9 

2.44 

1.0 

96 

75 

2.54 

9 

24V4-15V2 

223/s 

Brooklyn  Union  Gas 

10.8 

1.72 

1.4 

74 

80 

2.34 

7 

17       -117/8 

16 

Carolina  Power 

9.0 

1.60 

1.7 

59 

67 

2.73 

7 

185/8-11 

177/a 

Ceco 

7.9 

1.15 

3.1 

32 

40 

3.54 

4 

i8V4-iiy4 

14V2 

Central  III  Light 

9.8 

1.60 

1.2 

87 

69 

1.84 

9 

173/8-11V4 

163/a 

Charter  New  York 

9.8 

2.00 

2.5 

40 

55 

5.02 

4 

27V2-183A 

20  V2 

Chase  Manhattan 

8.1 

2.20 

3.1 

32 

42 

6.84 

4 

38->A-243A 

27 

Consolidated  Edison 

9.1 

1.20 

2.9 

34 

69 

3.53 

4 

14V2-  7V2 

13 'A 

Consol  Natural  Gas 

9.0 

2.18 

1.7 

60 

63 

3.66 

7 

27     -213/a 

24'A 

Crocker  National 

7.6 

1.66 

2.1 

48 

52 

3.46 

6 

263/b-147/b 

217/8 

Dayton  Power 

9.5 

1.66 

1.4 

74 

81 

2.25 

8 

17V2-12 

17V2 

Delmarva  Power 

10.3 

1.20 

1.3 

75 

67 

1.59 

7 

133/a-  9 

11% 

Duquesne  Light 

9.9 

1.72 

1.3 

75 

74 

2.29 

8 

177/8-12'/8 

173/8 

Eastern  Utilities  Assoc 

10.3 

1.50 

1.3 

77     . 

91 

1.96 

7 

16     -  85/b 

14V2 

Equimark 

9.5 

0.88 

2.0 

49 

35 

1.80 

5 

12     -  8V2 

9 'A 

Equitable  Gas 

8.7 

2.60 

2.2 

46 

57 

5.66 

5 

313/8-21V2 

297/a 

Fidelity  Union 

8.8 

2.40 

2.1 

49 

46 

4.94 

(• 

32V4-25V4 

27Va 

First  Natl  Boston 

8.1 

1.88 

2.0 

49 

41 

3.81 

6 

32V4-21 

23Vb 

First  Natl  State 

9.8 

2.00 

1.7 

57 

56 

3.48 

6 

243/8-18'/2 

20 

First  Pennsylvania 

8.9 

1.32 

2.1 

47 

42 

2.81 

5 

22     -133A 

147/a 

Flintkote 

7.5 

1.16 

1.7 

59 

48 

1.96 

8 

207/8-11 

15 

*   Latest  12-month  earnings  per  share 

divided  by  in 

dicoted  annual  dividend 

t  Indicated  annual  d 

vidend  divided  by  latest  12-month  earnings  per  share. 

72 


FORBES,    NOVEMBER    15,    1975 


BIG  BLUE  MARBLE  "COULD  DO  MORE 

TO  PROMOTE  WORLD  PEACE 

THAN  ANY  TELEVISION  SHOW  TO  DATE." 


That  warm  praise— from  a  top  educator— is  for  "Big  Blue  Marble,"  the  weekly  television  show  we're 
presenting  as  a  public  service  on  over  130  stations  across  the  country. 

The  appraisal  was  by  Dr.  Ronald  Parker  of  the  Graduate  School  and  University  Center,  at  The  City 

University  of  New  York.*  (Dr.  Parker  directs  the  Cognitive  Develop- 
ment Project,  at  the  University's  Center  for  The  Advanced  Study 
of  Education.) 

"Big  Blue  Marble"  takes  its  name  from  the  photograph  of  Earth 
snapped  from  Moon  orbit.  It's  designed  particularly  to  appeal  to 
children  in  the  8  to  12  group,  and  its  aim  is  to  encourage  awareness 
in  children  of  the  world  they  live  in  by  showing  how  children 
in  other  lands  live,  play,  work  and  grow  up. 

One  regular  feature  of  the  show,  "Dear  Pen  Pal," 
encourages  children  to  make  friends  with  English- 
speaking  children  in  other  countries. 

Here's  what  other  educators,  critics,  and  the 
viewing  public  have  to  say  about  the  series: 

"On  the  basis  of  our  own  values  and  biases, 
we  feel  that  it  is  an  attractive  and  long  overdue 
example  of  the  land  of  children's  program- 
ming that  the  television  industry  needs." 

Institute  for  Communication 
Research,  Stanford  University 

"[ACT  commends]  Alphaventure  [film 
production  company]  for  creating  the 
'Big  Blue  Marble/  an  ITT-backed  venture 
designed  to  run  without  commercials;  and  for  developing  teacher 
materials  to  supplement  the  program." 
Action  for  Children's  Television 

"An  excellent  series. . .  The  program  is  both  entertaining  in  that 
it  appeals  to  the  child's  curiosity,  and  educational  in  that  it  broadens 
the  child's  awareness  of  other  cultures." 

Mrs.  William  Lindsey,  Advisor,  Reviewing  Stand— South, 
California  PTA  interdistrict  mass  media  committee 

"  'Dear  Pen  Pals'  is  one  feature  that  adds  true  meaning  to  'Big 
Blue  Marble'  because  it  involves  the  child  in  such  a  personal  way.' 

Ms.  Orville  Freeman,  International  Commissioner  of  the 
Girl  Scouts  of  the  U.S.A. 


Why  is  ITT  presenting  a  children's  series? 
Because  we  think  the  better  children  get  to  know 
each  other  while  they're  children,  the  better  they'll 
be  able  to  understand  each  other  when 
they  become  adults. 

Check  your  newspaper  for  local  TV 
station  and  time. 


Bi6 


MarBli 


Creation  and  production  funded  by  International 

Telephone  and  Telegraph  Corporation. 

320  Park  Avenue.  New  York.  N.Y.  10022. 


'Institutional  affiliation  given  for  purposes  of  identification  only. 


T  M.  Alphaventure  1974 


Current 

5-Year 

Latest 

Current 

Current 

Current 

Indicated 

Average 

12-Month 

Indicated 

Indicated 

Dividend 

Payout 

Payout 

Earnings 

P/E 
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Current 

Company 

Yield 

Dividend  Coverage* 

Ratiot 
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Per  Share 

Ratio 

Price  Range 

Price 

Florida  Power 

7.8% 

$1.95 

2.2 

45% 

58% 

$4.37 

6 

26% -13% 

25 

Foote,  Cone  &  Bekling 

8.3 

0.80 

1.8 

57 

67 

1.40 

7 

9%-  5V2 

9% 

Fruehauf 

9.5 

1.80 

1.2 

87 

65 

2.08 

9 

20% -14 

19 

General  Cigar 

8.4 

1.20 

1.7 

58 

53 

2.08 

7 

15%-10'/2 

14V4 

Genl  Public  Util 

11.0 

1.68 

1.4 

74 

76 

2.27 

7 

17% -10% 

15% 

Greyhound 

7.5 

1.04 

1.5 

68 

64 

1.52 

9 

151/4-10'/2 

13% 

Gulf  Life  Holding 

7.5 

0.56 

1.9 

53 

19 

1.05 

7 

9%-  6V4 

7'/2 

Gulf  Oil 

7.5 

1.70 

2.2 

46 

43 

3.66 

6 

231/2-17% 

22% 

Gulf  States  Util 

8.1 

1.12 

1.5 

68 

67 

1.65 

8 

14% -10% 

13% 

Hammermill  Paper 

7.9 

1.20 

2.4 

41 

40 

2.93 

5 

17V2-12V8 

15'/8 

Hayes-Albion 

8.9 

1.00 

1.5 

68 

61 

1.47 

8 

11%-    7% 

11V4 

Holly  Sugar 

10.1 

3.00 

6.4 

16 

24 

19.17 

2 

33% -22% 

29% 

Hondaille  Inds 

8.5 

0.80 

2.5 

40 

51 

1.98 

5 

10%-  7 'A 

9% 

IC  Industries 

8.6 

1.30 

1.8 

55 

39 

2.36 

6 

16% -10% 

15V8 

Illinois  Power 

8.6 

2.20 

1.3 

76 

87 

2.88 

9 

26% -17% 

25% 

Insilco 

8.9 

0.70 

2.2 

46 

54 

1.52 

5 

9%-  5% 

77/8 

Interlake 

7.7 

2.00 

3.0 

34 

44 

5.97 

4 

26% -18 

26 

Iowa  Power 

9.1 

1.84 

1.6 

62 

70 

2.97 

7 

21% -16 '/a 

20'A 

Iowa  Public  Service 

9.3 

1.52 

1.8 

55 

73 

2.90 

6 

17'A-14% 

171ft 

IU  International 

8.7 

0.85 

3.2 

32 

38 

2.68 

4 

12%-  8V2 

9% 

Kansas  City  Pow 

9.0 

2.28 

1.5 

65 

68 

3.51 

7 

26%-187/a 

25% 

Kansas  Gas  &  Elec 

9.3 

1.60 

1.9 

54 

65 

2.96 

6 

18% -11% 

17  V* 

Laclede  Gas 

9.2 

1.60 

1.7 

58 

66 

2.76 

6 

18% -12% 

17% 

Lawson  &  Sessions 

7.9 

1.00 

1.9 

53 

39 

1.88 

7 

18% -12% 

12% 

Lehigh  Portland  Cement 

7.8 

0.80 

1.7 

59 

35 

1.36 

8 

13V8-  9 

10% 

Liggett  &  Myers 

8.1 

2.50 

1.6 

62 

69 

4.05 

8 

34     -25% 

307/a 

Long  Island  Lighting 

10.0 

1.50 

1.5 

67 

68 

2.25 

7 

16% -10% 

15 

Lykes-Youngstown 

8.3 

1.00 

7.8 

13 

5 

7.80 

2 

18%-11'/2 

12 

MacAndrews  &  Forbes 

7.9 

0.60 

1.2 

86 

18 

0.70 

11 

8%-  6'/4 

7% 

Marine  Midland 

11.3 

1.80 

1.7 

61 

50 

2.97 

5 

20%-14V4 

16 

Martin  Marietta 

8.6 

1.30 

2.1 

47 

47 

2.74 

6 

19V8-13V8 

151ft 

McLouth  Steel 

9.2 

1.60 

1.3 

75 

73 

2.13 

8 

18V2-13V4 

17% 

McNeil  Corp 

8.8 

0.80 

1.8 

55 

42 

1.46 

6 

11%-  7V2 

9% 

Medusa  Corp 

8.9 

1.40 

1.2 

86 

51 

1.63 

10 

20     -13 

15% 

Middle  South  Util 

8.8 

1.26 

1.4 

71 

56 

1.77 

8 

16% -12% 

14% 

Mountain  States  Tel  &  Tel 

8.4 

1.52 

1.5 

68 

64 

2.24 

8 

20     -16 'A 

18% 

Natl  Distillers 

7.6 

1.20 

2.3 

44 

52 

2.71 

6 

17% -13% 

15% 

National  Fuel  Gas 

9.9 

2.06 

1.6 

61 

58 

3.35 

6 

23V2-18V8 

207/b 

National  Gypsum 

8.8 

1.05 

1.2 

83 

69 

1.27 

9 

15     -  8% 

12 

National  Service  Inds 

8.0 

0.74 

1.7 

58 

47 

1.27 

7 

11%-  6% 

9'A 

New  England  Elec 

9.5 

1.78 

1.5 

66 

72 

2.71 

7 

19V2-13 

18% 

NY  State  Elec 

9.9 

2.20 

1.5 

66 

74 

3.32 

7 

23% -16% 

22 'A 

NL  Industries 

7.9 

1.00 

1.9 

52 

60 

1.92 

7 

17% -11% 

12% 

OKC  Corp 

8.1 

0.80 

2.8 

35 

31 

2.25 

4 

13%-  8% 

97/8 

Retail  Credit 

9.1 

2.00 

1.3 

80 

75 

2.50 

9 

22V2-13V8 

22 

Rockwell  Intl 

9.1 

2.00 

1.5 

68 

49 

2.92 

8 

25'/2-187/a 

22 

Southern  Pacific 

7.8 

2.24 

1.1 

92 

55 

2.44 

12 

317/b-2478 

28% 

Talley  Industries 

8.9 

0.60 

2.0 

50 

27 

1.20 

6 

87/a-  5 

6% 

Texaco 

8.2 

2.00 

1.7 

60 

43 

3.34 

7 

28%-2lVa 

24% 

Texas Inds 

7.9 

1.00 

1.4 

72 

50 

1.39 

9 

14     -  8% 

12% 

Transway  Intl 

8.3 

1.40 

1.9 

51 

75 

2.72 

6 

19% -12% 

16% 

Triangle  Inds 

8.2 

0.90 

2.8 

36 

44 

2.49 

4 

16     -10% 

11 

UMC  Inds 

9.8 

1.00 

1.3 

76 

47 

1.31 

8 

12%-  8V2 

10'A 

United  Jersey  Banks 

10.4 

1.04 

1.3 

79 

56 

1.31 

8 

12'A-  9'/4 

10 

Wash  Water  Power 

7.8 

1.52 

1.4 

70 

72 

2.18 

9 

197/a-16% 

19% 

Western  Union 

10.1 

1.40 

1.7 

61 

72 

2.31 

6 

15JA-  9Va 

13% 

*  Latest  12-month  earnings  per 

share  divided  by  in 

dicafed  annual  dividend 

t  Indicated  annual  o 

ividend  divit 

ded  by  lotest  12-monfh  earnir 

gs  per  share. 
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TRW  has  a  way  to  tilt  giants  upright  in  the  ocean. 

With  electronics. 


Setting  this  50-story  drilling  and 
production  platform  upright  in  the 
North  Sea  was  a  complex  job. 

The  system  that  opened  the 
valves  in  the  flotation  tanks  and 
sent  thousands  of  gallons  of  water 
pouring  in  was  vital  to  the  whole 
operation.  Success  depended  on  it 
operating  with  split-second  accuracy. 

So  a  company  called  TRW  built 
an  electronic  control  system  that 
gave  the  control  engineer  instant 
telemetry  from  each  of  the 
flotation  tanks  and  computerized 
control  of  the  entire  flooding 
sequence. 

Once  he  ordered  "crash  dive!" 
there  was  no  turning  back.  In  60 
seconds  this  16,300-ton  structure 
had  to  plunge  into  a  45-degree  angle. 

The  giant  tilted  —  exactly  right. 

How  man  can  drill  and  produce 
oil  in  deeper  waters  than  he  has 
ever  tried  before. 


A  COMPANY  CALLED 


Northern  Natural  Gas  Company,  Home  Office,  Omaha,  Nebraska,  Divisions  and  Subsidiaries:  Consolidated  Natural  Gas  Limited,  Alberta,  Canada; 

Lines  Company.  Alberta,  Canada:  Weskem  of  Canada,  Ltd.,  Alberta,  Canada;  Consolidated  Gathering  System   Limited,  Alberta. 

Petroleums  Limited,  Alberta,  Canada;  Energy  Systems  Division,   Omaha,   Nebraska;   Hydrocarbon  Transportation,   Inc.,  Omaha, 

Northern  Gas  Products  Company,  Omaha,  Nebraska;  Northern  Helex  Company,  Omaha,  Nebraska;  Northern  Propane  Gas  Company,  Minne- 

■    Minnesota,  Northern  Vocational  Training  Company,  Washington,  DC;  Geni-Chlor  International,  Concord,  California;  Peoples  Natural  Gas  Division. 

-iebraska;  Protane  Corporation,  Minneapolis,  Minnesota,  Dominican  Republic,  Jamaica,  Guatemala,  Venezuela,  Puerto  Rico:  United  Petroleum 

Company,  Minneapolis,  Minnesota,  Weskem  Division,  Amarillo,  Texas;  UPG,  Inc.,  Omaha,  Nebraska;  Northern  Petrochemical  Company,  Des  Plaines, 

Illinois   Polymers  Division,  Des  Plaines,  Illinois,  Industrial  Chemicals  Division,  Des  Plaines,  Illinois,  Canton  Containers  Division,  Canton,  Ohio,  National 

Poly  Products  Division,  Mankato,  Minnesota. 

and  we  also 


put  the 


G.I.  Joe 
Adventures. 


When  G.I.  Joe  faces  the  JAWS 
OF  DEATH  or  tangles  with  the 
EIGHT  ROPES  OF  DANGER,  it 
all  happens  in  vivid  color. 

We  should  know.  Hasbro  In- 
dustries, Inc.,  buys  plastic  color 
resins  from  the  Marine  Plastics 
Division  of  our  Northern  Petro- 
chemical Company  to  manufac- 
ture every  one  of  the  50  exciting 
G.I.  Joe  Adventures. 

Putting  more  entertainment 
value  in  toys  is  just  one  use  of  the 


wide  range  of  products  and  serv- 
ices Northern  provides  as  a  widely 
diversified  natural  gas  company. 

Finding  new  and  better  energy 
uses  has  also  led  us  into  plastics, 
packaging,  synthetic  rubber,  anti- 
freeze, and  much  more. 

By  squeezing  all  the  value  we 
can  from  our  energy  sources, 
we're  providing  a  service  far 
beyond  what  you'd  expect  from  a 
"traditional"  gas  pipeline  company. 


And  as  we  continue  to  diversify 
and  develop  in  areas  where  major 
growth  is  possible,  it'll  be  good  for 
our  customers  and  investors. 

Of  course,  we'll  still  be  doing 
what  you'd  expect  a  gas  company 
to  do.  Like  serve  1.5  million  cus- 
tomers through  74  utilities  in 
eight  states.  Maintain  over  3 1 ,000 
miles  of  natural  gas  pipeline.  And 
continue  our  constant  search  for 
new  gas  reserves. 


orthern 


The  gas  company  that's  something  else. 


ass  Transit:  Think  Small 


Washington's  new  Metro  subway  is  being  billed  as  the 
U.S.'  best.  It  may  be  too  good  for  its  own  good. 


The  most  expensive  single  public 
works  project  in  American  history  is 
so  costly  that  it  probably  will  never 
be  finished.  At  a  worst-case  cost  esti- 
mate of  $6  billion,  Washington,  D.C.'s 
98-mile  Metro  subway  would  cost 
over  $60  million  per  mile— nearly  tri- 
ple early  estimates.  So  far,  Metro  has 
sunk  $2.2  billion  into  45  miles  of 
track  and  found  some  $3.3  billion  in 
funds.  The  billions  more  needed  for 
completion  are  nowhere  in  sight. 

Metro's  fate  is  of  more  than  local 
interest,  and  not  just  because  federal 
taxpayers  are  picking  up  part  of  the 
tab  ($1.4  billion  so  far  and  more, 
much  more,  to  come).  It  is  a  sobering 
case  study  for  Baltimore  and  Atlanta, 
which  have  just  begun  work  on  rapid- 
transit  systems,  and  for  Buffalo  and 
Miami,  now  awaiting  federal  funding. 
It  bodes  ill  for  applications  now  be- 
fore the  Urban  Mass  Transportation 
Administration  (UMTA).  It  means 
that  the  $11.8  billion  in  80/20  or 
50/50  matching  grants  voted  by  Con- 
gress for  six  years  are  inadequate. 

Washington's  sleek  new  subway 

(below)  far  outdoes  New  York's 

system  (right).  But  at  up  to  $1.75 

a  ride,  it  seems  aimed  at  the 

middle  class— who  prefer  cars. 
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Already,  the  bureaucrats  at  UMTA, 
influenced  in  part  by  Metro's  example 
in  their  own  backyard,  are  shying 
away  from  capital-intensive,  fixed-rail 
systems.  Subways  may  seem  the  most 
logical  way  to  move  masses  of  peo- 
ple in  congested  cities,  but  they  may 
not  be  the  most  practical  way.  Given 
the  soaring  federal  deficit,  cities  may 
have  to  find  ways  to  get  more  move- 
ment for  less  money. 

"We're  looking  for  the  cheapest 
way  to  separate  commuters  from 
their  cars,"  says  Theodore  Lutz,  Dep- 
uty Under  Secretary  of  Transportation 
and  the  man  in  charge  of  rela- 
tions with  Metro.  "That  gives  light 
rail  [trolley  cars]  and  buses  a  real 
advantage."  Why?  Because  they  can 
run  on  existing  rights-of-way.  Unlike 
most  American  cities,  which  tore  up 


track  to  make  way  for  cars,  Berne, 
Zurich,  Cologne  and  many  other  Eu- 
ropean cities  still  move  most  mass- 
transit  commuters  by  light  rail. 

Metro  had  the  handicap  of  need- 
ing to  build  a  right-of-way  from 
scratch  through  a  congested  area. 
But  even  before  ground  was  broken, 
construction  costs  were  boosted  from 
$2.5  billion  to  $3  billion  by  a  14- 
month  delay  while  Representative 
William  Natcher  (Dem.,  Ky. ),  chair- 
man of  the  House  Appropriations  sub- 
committee for  D.C.,  held  Metro  funds 
hostage  to  his  pet  highway  projects. 
Since  then,  lengthy  public  hearings, 
lawsuits  and  strikes  have  allowed  in- 
flation to  add  another  $1.5  billion. 
Suburban  opposition  to  planned  sur- 
face routes  could  well  add  15  to  20 
miles  of  tunneling  at  an  extra  cost 
of  $10  million  to  $40  million  per  mile. 
Indeed,  if  the  worst  assumptions  of  a 
General  Accounting  Office  budget 
analysis  last  spring  come  true— and 
Metro's  history  suggests  they  will- 
total  construction  costs  could  hit  $6 
billion,  twice  the  current  funding. 

Where  will  the  extra  money  come 
from?  No  one  really  knows.  Metro  of- 
ficials are  looking  to  Congress  for  spe- 
cial appropriations,  but  knowledge- 
able Capitol  Hill  sources  say  their 
chances  are  slim.  The  Department  of 
Transportation  just  finished  a  three- 
month  study  of  the  problem.  Deputy 
Under  Secretary  Lutz,  who  heads  the 
study  group,  says  money  will  have  to 
be  diverted  from  area  highway  funds. 


■ 


MHH 


^ 


^m       J  "fraJm^itBit  M 

^ —     a 

/lift. 

**t 

1 

FOR  BE 

:S,    NOVEMBE 

R   15,   1975 

'$&$    **&*- 


77 


The  District  recently  transferred  some 

586  million  from  roads  to  Metro,  but 
that  is  the  merest  drop  in  the  bucket. 
In  Virginia,  Metro  has  run  smack  into 
highway  interests  again.  Virginia  high- 
way commissioner  Douglas  Fugate  is 
Mocking  such  a  transfer  until  DOT 
Secretary  William  Coleman  Jr.  re- 
verses his  veto  of  federal  funds  for  a 
northern  Virginia  highway.  And  Vir- 
ginia Governor  Mills  Godwin  Jr.,  who 
must  pass  on  such  transfers,  says 
Metro  will  not  be  completed. 

Not  surprisingly,  the  date  of  ini- 
tial subway  operations,  once  sched- 
uled for  December  1972,  is  still  in 
doubt.  In  part,  that  delay  is  intention- 
al. The  system's  projected  deficits  are 
so  ominous— over  $100  million  by 
1980,  despite  fares  of  up  to  $1.75  from 
suburbs  to  downtown— that  Virginia 
politicians  are  fighting  to  delay  the 
opening  until  1977  to  avoid  having 
to  chip  in  for  1976's  deficit. 

Metro's  general  manager  is  Jackson 
Graham,  the  60-year-old  former  di- 
rector of  civil  works  for  the  Army 
Corps  of  Engineers.  Graham  blames 
inflation  for  his  troubles.  But  the 
"General,"  as  his  staff  calls  him,  con- 
cedes in  effect  that  the  original  esti- 
mates were  probably  too  low.  "I  hate 
to  accept  this,"  says  Graham,  who 
spends  his  weekends  motorcycling 
through  Metro's  tunnels  on  inspection 
tours.  "My  personal  proclivity  is  to 
take  a  project  and  drive  it  through. 
But  I  suppose  it's  so." 

What's  the  solution?  Throw  more 
money  at  it,  say  rapid-rail  enthusiasts 
like  University  of  Pennsylvania  engi- 
neering professor  Vukan  Vuchic:  "Our 
problem  is  50  years  of  neglect  and 
deterioration  and  then  a  sudden  turn- 
around to  do  it  all  at  once." 

But  is  money  really  the  answer? 
The  evidence  from  San  Francisco's 
Bay  Area  Rapid  Transit  suggests  oth- 

The  New  Jitney  Jungle 

There  is  nothing  new  under  the  sun. 
Take  the  jitney,  a  small  mass-transit 
vehicle  that  carries  passengers  usual- 
ly along  a  regular  route  at  frequent 
intervals  but  without  a  fixed  time 
schedule.  It's  an  old  idea  the  Wash- 
ington transportation  bureaucrats  are 
dusting  off  today  as  a  new  departure. 

When  it  was  a  new  idea,  before 
World  War  I,  the  jitney  even  chal- 
lenged the  established  trolley  cars. 

The  first  jitneys  appeared  in  Los 
Angeles  in  1914— mainly  Model  Ts 
driven  by  cabbies,  deliverymen,  com- 
muters and  other  part-timers  who 
could  meet  the  light  requirements  for 
a  chauffeur's  license.  They  typically 
followed  the  trolley  routes,  stopping 
for  pickups  anywhere  and  discharg- 


erwise.  BART's  passenger  traffic  is 
now  only  125,000  a  day  and,  even 
when  all  the  bugs  are  ironed  out,  will 
fall  short  of  the  expected  200,000. 
Only  1%  of  all  automobile  trips  in  the 
area  served  by  BART  have  been 
lured  off  the  highways  and  onto  rapid 
transit.  In  the  critical  corridors  like 
the  Bay  Bridge,  the  former  auto  com- 
muters who  have  been  diverted  to 
trains  have  had  their  places  taken  by 
other  drivers  who  would  not  normally 
make  the  trip  during  rush  hours. 

Carrot  vs.  Stick 

But  why  should  mass  transit  fail? 
Common  sense  says  that  it  is  cheaper 
to  carry  40  people  in  one  vehicle 
rather  than  in  20  or  30.  While  the 
highways  lobby  gloats  over  the  sub- 
way mess,  mass  transit  advocates  ar- 
gue that  the  real  villain  is  the  hidden 
subsidy  given  to  the  individual  motor- 
ist in  that  he  pays  virtually  nothing 
to  use  roads  paid  for  by  the  taxpayer. 
Mass  transit  people  argue,  therefore, 
that  the  answer  is  to  counteract  this 
hidden  subsidy.  Frank  Herringer,  di- 
rector of  BART,  speaks  of  the  need 
for  "disincentives  to  automobile  use." 
Which  is  another  way  of  saying: 
Make  motorists  pay  a  fair  price  for 
the  use  of  roads  and  highways.  Raise 
the  charges  high  enough,  goes  the 
argument,  and  people  would  flock 
back  to  public  transportation,  which 
is  less  costly  to  society  as  a  whole. 

This  does  not  necessarily  mean  let- 
ting the  roads  go  to  ruin.  George  Hil- 
ton, a  respected  transportation  econo- 
mist, says  that  subways  suffer  in  that 
they  "make  an  industry  that  is  al- 
ready too  capital-intensive  even  more 
so."  Hilton's  idea  about  roads  is:  If 
you  can't  beat  'em,  join  'em.  "Street- 
cars are  much  cheaper  and  can  do 
about  the  same  thing  as  heavy  rail. 
But  the  real  answer  is  buses.  Not  as 


we  know  them  now,  but  jitneys:  a 
whole  transport  continuum,  from 
part-time  taxis  to  big  buses,"  he  says. 
Jitneys  serve  Israel,  Mexico  City,  Ca- 
racas and  many  Third  World  cities, 
though  the  idea  originated  and 
thrived  initially  in  the  U.S.  (see  box). 

Hilton  is  saying  that  we  already 
have  a  fantastic  investment  in  the 
roads,  which  can  provide  the  service 
we  need  if  we  price  it  right  and  open 
the  market  to  private  enterprise.  He 
envisions  stiff  fees  for  auto  commut- 
ers, and  encouragement  for  a  range 
of  minibuses  and  private  vehicles, 
some  of  which  will  enter  only  at  rush 
hours  when  demand  is  high. 

Of  course,  stiff  commuter  fees  would 
go  badly  with  drivers,  and  public 
transportation  unions  would  hotly  op- 
pose entrepreneurial  inroads.  But  al- 
ready UMTA  is  moving  that  way. 
A  recent  policy  statement  announced 
that  UMTA  will,  in  effect,  be  more 
tightfisted  with  grants  and  that  cities 
must  consider  less  cosdy  alternatives 
—better  use  of  existing  facilities  com- 
bined with  stiff  commuter  parking 
fees  and  tolls.  Congestion  in  Seattle 
has  been  reduced  by  free  downtown 
bus  service,  and  some  Washington, 
D.C.  commuters  now  use  a  UMTA- 
financed  highway  devoted  exclusively 
to  buses  and  car  pools.  Federal  High- 
way Administrator  Norbert  Tieman 
plans  to  sponsor  auto-free  zones  in 
several  cities  next  year. 

"New  underground  transportation," 
says  C.  Kenneth  Orski,  associate  admin- 
istrator of  the  federal  Urban  Mass 
Transportation  Administration,  "is  no 
longer  viable  on  financial  grounds  .  .  . 
we  are  being  more  cautious,  urging 
cities  to  learn  from  Metro's  example 
and  think  small."  In  short,  you  don't 
give  up  on  mass  transportation,  but 
you  work  with  what  you  have,  not 
with  what  you  would  like  to  have.  ■ 


ing  passengers  on  request.  As  on  the 
trolleys,  the  fare  was  a  nickel,  or  a 
"jitney"  as  the  nickel  was  called. 

Jitneys  caught  on  immediately. 
Within  a  year,  there  were  62,000  op- 
erating in  175  cities.  In  Seattle,  for  in- 
stance, 518  jitneys  were  carrying 
49,000  passengers  a  day  in  1915. 

The  traction  companies,  fearing  for 
their  lucrative  streetcar  monopolies, 
counterattacked.  Well-greased  city 
councils  "regulated"  the  jitneys  out 
of  existence  with  stiff  bonding  re- 
quirements and  the  like.  The  jitnej 
virtually  vanished  by  the  end  of 
World  War  I,  though  it  is  still  legal 
in  Atlantic  City,  and  illegal  variants 
spring  up  from  time  to  time. 

Will  the  jitneys  reemerge  now  with 


bureaucratic  backing?  Perhaps.  But 
now  the  transit  unions,  like  the  old 
traction  companies,  are  fighting  the 
reiiitroduction  of  jitneys  in  Milwau- 
kee. It's  just  like  old  times. 
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Faces  Behind  the  Figures 


Part-Time  Defense 

What  does  the  Government  do  with 
a  $6-billion  blunder?  One  suggestion 
is  to  make  it  a  part-time  blunder. 

At  issue  is  the  Safeguard  Anti- 
Ballistic  Missile  (ABM)  system.  The 
word  "system"  is  used  advisedly. 
Originally  there  were  to  be  12  ABMs 
around  the  country  keeping  U.S.  skies 
safe  from  sneak  attack.  But  over  the 
years  treaties  with  the  Soviets  limited 
each  country  to  one  supermissile. 

The  U.S.  ABM,  in  North  Dakota, 
was  finished  just  a  month  ago  at  a 
cost  of  nearly  $6  billion.  Now  it 
turns  out  that  the  ABM  couldn't  hit 
the  Soviet's  latest  attack  missile.  In 
a  word,  the  ABM  is  worthless.  And 
worse,  it  costs  almost  $100  million  a 
year  to  operate. 

The  House  of  Representatives  has 
just  voted  to  mothball  the  site.  But 
that  proposal  is  meeting  strong  oppo- 
sition from  the  senior  senator  from 
North   Dakota,    Milton    Young,    who 


just  happens  to  be  a  member  of  the 
Defense  Appropriations  subcommit- 
tee, an  early  champion  of  the  ABM 
and  a  good  friend  of  influential  hawk 
Senator  John  Stennis  (Dem.,  Miss.). 

The  77-year-old  Young  had  earlier 
wangled  a  $5-million  grant  to  help 
his  constituents  absorb  the  influx  of 
construction  personnel  into  the  neigh- 
boring towns. 

And  now  Young  is  advancing  a 
plan  to  save  the  ABM  base:  Keep 
the  ABM  base  going  part-time. 
Forbes  asked  Young:  What  would 
happen  if  an  attack  was  launched 
during  off  hours?  No  problem,  main- 
tains the  former  wheat  farmer  with  a 
straight  face:  "Some  people  might 
have  to  work  overtime." 

He  adds:  "It's  foolish  to  invest  that 
much  money  and  not  even  try  it  out." 

And  New  York  City  gets  blasted 
for  profligacy! 

By  the  way,  Young's  proposal  is 
given  an  excellent  chance  of  passing 
the  Senate.  ■ 


Senator  Young 


Friend$hip 

To  the  legendary  entertainment  teams 
of  Smith  and  Dale,  Abbott  and  Cos- 
tello  and  Nureyev  and  Fonteyn,  add 
another— Walsh  and  Namath.  James 
Walsh  is  a  compact,  red-haired,  34- 
year-old  lawyer  and  Joe  Namath,  32, 
is,  of  course,  the  slouchy,  sexy,  super- 
star quarterback  of  the  New  York 
football  Jets.  In  less  than  six  years 
the  bachelors  have  made  Namath  a 
millionaire,  with  Walsh  just  behind. 

"Having  Namath  for  a  friend,"  says 
Walsh,  "was  like  having  a  Harvard 
degree.'"  A  good  deal  better,  most 
people  would  say. 


The  pair  met  at  the  University  of 
Alabama  in  1961;  the  law  student 
and  the  football  hero,  both  from  the 
Northeast,  traveled  in  the  same  Yan- 
kee pack  and  became  fast  friends. 

After  graduation  Namath  went  to 
the  Jets  for  a  (comparatively)  mere 
$400,000  over  three  years.  In  those 
days,  Broadway  Joe  got  as  little  as 
$2,500  a  year  doing  a  commercial  or 
two  for  Coca-Cola. 

But  in  1969  Namath  and  Walsh 
hit  the  big  time.  Namath  led  his  up- 


start Jets  to  the  Superbowl  champion- 
ship in  January,  and  his  buddy  Walsh 
started  negotiating  his  contracts.  The 
money  has  been  rolling  in  ever  since. 

Among  others,  Walsh  has  won  Na- 
math contracts  for  more  than 
$900,000  over  two  years  from  the 
Jets,  a  guaranteed  $250,000  a  year 
over  the  next  eight  years  from  Fab- 
erge  and  a  deal  that  could  yield  Na- 
math $2  million  over  the  next  five 
years  from  Arrow  Shirts.  For  pocket 
money,  there  is  also  $50,000  a  year 
from  Franklin  Sporting  Goods  and 
about  $50,000  from  LA-Z-BOY,  a 
maker  of  recliner  chairs. 

"If  he  couldn't  play  football  tomor- 
row," says  Walsh  of  his  gimpy-kneed 
pal,  "he  could  live  forever  in  the  style 
to  which  he  has  become  accustomed." 

Walsh  undoubtedly  could,  too.  In 
addition  to  Namath,  he  handles  such 
other  sports  notables  as  Jet's  halfback 
Emerson  Boozer  aid  jockey  Ron  Tur- 
cotte,  and  collects  fees  ranging  from 
a  mundane  $150  for  legal  advice  to 
up  to  50%  of  his  clients'  negotiated 
contracts.  He  maintains  an  East  Side 
Manhattan  apartment  ("It's  only  a 
studio")  and  a  house  in  New  Jersey 
("I  always  wanted  that  house")  in 
which  he'll  settle  down  ("Maybe") 
when  he  marries  ("Maybe").  And,  of 
course,  he's  known  by  his  first  name 
in  many  of  New  York's  best  watering 
holes  and  poshest  restaurants. 

It's  nice  to  be  famous,  Dut  it's  bet- 
ter yet  to  be  rich  and  famous.   ■ 
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Faces  Behind  the  Figures 


Press  Agent 
Extraordinary 

The  man  behind  Mobil  Oil  Corp.'s 
outspoken  new  image  is  a  comer  in 
the  company. 

The  press  agent  extraordinary  is 
Herbert  Schmertz,  the  man  who 
brought  you  Upstairs,  Downstairs  by 
purchasing  the  popular  series  for 
public  television  (after  a  titled  British 
lady  had  touted  it  over  dinner  to  Mo- 
bil Oil  Chairman  Rawleigh  Warner). 
The  sponsorship  of  the  British  import 
and  of  other  quality  programming 
has  been  worth  its  weight  in  oil— at 
least  for  Mobil's  corporate  recognition. 

It  was  Schmertz,  too,  who  fired 
"Mr.  Dirt"— indeed,  the  company  de- 
cided to  quit  all  of  its  product  ad- 
vertising—on the  eve  of  the  energy 
crisis.  In  the  campaign's  place, 
Schmertz  engineered  the  highly  suc- 
cessful (and  highly  contentious)  se- 
ries of  newspaper  advertisements  that 
regularly  joust  with  the  company's 
critics.  All  the  ad  copy  is  prepared 
in-house,  not  by  an  agency,  a  degree 
of  corporate  self-confidence  shared 
only  by  Revlon  and  a  few  others. 

Schmertz  has  no  ordinary  up-from- 


the-newspapers  background,  either. 
He  is  a  lawyer  who  joined  Mobil's 
labor  relations  department  just  nine 
years  ago,  after  building  a  reputation 
first  as  a  federal  mediator,  then  as  a 
labor  lawyer.  No  less  than  the  dean  of 
the  Harvard  Business  School  acted  as 
his  employment  agent.  Schmertz  also 
has  political  connections.  He  took  a 
leave  of  absence  to  work  as  an  ad- 
vance man  for  Robert  Kennedy  in 
1968,  and  returned  to  Mobil  a  few 
days  after  Kennedy  was  killed. 

There  was  a  promotion  waiting  for 
him,  to  corporate  planning.  Then  in 
1969  came  the  call  to  head  up  a  then 
troubled  PR  department. 

How  fast  is  the  comer  coming? 
Here's  the  tip-off:  A  few  days  after 
Schmertz  charted  Mobil's  new  PR 
course  in  1973,  he  was  handed  the 
company's  10-million-ton  shipping 
fleet  to  command.  Says  Chairman 
Warner:  "We  thought  so  highly  of 
Herb  we  wanted  to  try  him  in  a  line 
position  to  see  whether  he  had  com- 
mercial talent,  too."  A  few  months 
later,  of  course,  came  the  energy 
crisis  fire  storm,  and  Schmertz  was 
hastily  recalled  to  deal  with  that. 

He's  still  back  at  his  image-making 


Mobil's  Schmertz 

post  and  has  already  upstaged  the 
commercial  networks  this  season  by 
purchasing  Shoulder  to  Shoulder,  a 
prestigious  series  on  the  British  wom- 
en's movement. 

Next?  Chairman  Rawleigh  Warner 
is  54,  President  William  Tavoulareas 
56,   Schmertz  45.   A  nice  fit,   no?  ■ 


Drilling  For  Money 

When  Texas  geologist  B.  J.  Pevehouse 
formed  his  own  oil  and  gas  produc- 
tion company,  Adobe  Oil  Co.,  on  a 
$20,000  shoestring  in  1960,  all  he 
could  afford  to  eat  was  hamburger. 

Today  the  50-year-old  Pevehouse 
still  lunches  on  hamburgers.  Only 
now  he  eats  them  at  places  like  New 
York's  "21"  Club.  He  is  worth  some 
$25  million  in  stock  as  37%  owner  of 
Adobe  Oil  &  Gas  of  Midland,  Tex. 
Last  year  it  earned  $5.4  million  on 
revenues  of  $15  million. 

Next  year  he  may  be  eating  caviar, 
thanks  in  part  to  a  financing  deal  last 
September  that  raised  $21  million  of 
equity  for  his  Adobe.  In  the  process 
Pevehouse  eliminated  $12  million  of 
Adobe's  long-term  debt,  leaving  it 
with  a  trifling  $3  million,  as  against 
$47  million  of  stockholders'  equity. 

Not  bad  for  a  self-confessed  "wild- 
catter." Pevehouse  started  out  15 
years  ago  peddling  tax-sheltered  drill- 
ing programs.  But  unlike  promoters 
John  King,  Robert  Trippet  and  oth- 
ers, Pevehouse  actually  came  through 
for  his  public  investors.  For  example, 
he  found  oil  in  one  West  Texas  oil 
field  by  drilling  20,000  feet-deeper 
than  anyone  else  thought  was  tech- 


nically possible  or  financially  feasible 
for  a  small  company  at  that  time. 
As  domestic  oil  prices  rose,  so  did 
Adobe's  earning  power.  Its  earnings 
soared  from  $440,000  in  1970  to 
$5.4  million  last  year. 

Such  rapid  growth,  however,  aid- 
ed by  the  1974  acquisition  of  inde- 
pendent producer  Aberdeen  Petrole- 
um and  soaring  development  costs, 
put  Adobe  in  a  bit  of  a  financial  bind. 
Its  traditional  sources  of  capital— re- 
tained earnings,  stock  issues  and 
drilling-fund  money— just  couldn't 
keep  pace.  Selling  equity  stock  in 
1975  was  out  for  a  small  company 
like  Adobe.  So  Pevehouse  came  up 
with  his  clear  alternative— a  private 
placement  with  $480-million  (sales) 
Flintkote. 

The  affable,  soft-spoken  Texan 
says:  "Flintkote  had  lots  of  capital 
that  was  only  earning  7%  and  the  out- 
look for  building  materials  wasn't  very 
good.  We're  earning  25%  on  our  capi- 
tal and  growing.  So  they  decided  to 
buy  1.4  million  new  shares  at  $15 
($21  million)  and  got  21%  of  the 
company  with  options  to  buy  up  to 
30%.  We  got  lots  of  equity  and  little 
dilution.''  In  other  words,  Pevehouse 
got  Flintkote's  money  without  ceding 
them  control. 


He  adds:  "It's  the  biggest  equity 
deal  in  recent  years  for  a  company  of 
our  size.  With  tax  shelters  like  de- 
pletion being  eliminated  by  Congress 
and  individual  tax-drilling  programs 
likely  to  be  increasingly  narrowed  in 
scope,  this  approach  is  going  to  be  a 
more  frequent  method  of  financing  for 
independents  in  the  future." 

Pevehouse  is  as  good  at  finding 
money  as  he  is  at  finding  oil.  ■ 

Pevehouse  of  Adobe  Oil 
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Today  Ireland  offers  a  comprehen- 
sive package  structured  to  ensure 
extraordinary  returns  from  any 
manufacturing  project  accepted  by 
the  Republic  of  Ireland. 


The  Irish  Government  imposes  no 
company  taxation  whatever  before 
1990  on  profits  earned  by 
manufacturing  goods  which  are 
exported  from  the  Republic. 


Additional  finance  and  working 
capital  (up  to  80%  and  90%  of  total 
investment  in  many  cases)  is  found 
for  you  on  advantageous  terms.  All 
training  costs  are  paid  in  full. 


The  Irish  Government  meets  up  to 
half  the  cost  of  your  plant  and 
fixed  assets,  paid  in 
cash  as  a  non- 
repayable cash 
grant. 


Common  Market  membership  that 
guarantees  tariff-free  access  to  260 
million  consumers. 


Industrial  Development  Authority  Ireland. 

280  Park  Avenue,  New  York, 
NY  10017 

Please  tell  me  more  about  Ireland's 
unique  financial  package. 

name 

position  in 

COMPANY 


COMPANY  ADDRESS. 


h' 


IDA  Ireland 


INDUSTRIAL  DE . 


)=ME\    <HJTHOf 


Established  by  the  Government  to 
promote  industrial  development. 


New  York:  (212)  972-1003,  280  Park  Avenue,  New  York,  NY  10017  Chicago:  (312)  644-7476,  1  East  Wacker  Drive,  Chicago,  Illinois  60601  Los  Angeles:  (213)  624-1024,  515 
South  Flower  Street,  Los  Angeles,  LA  90071 

This  announcement  is  published  by  IDA  Ireland,  280  Park  Avenue,  New  York,  10017,  which  is  registered  under  the  Foreign  Agents  Registration  Acts,  as  amended,  as  an  agent  of 
the  Government  of  Ireland.  This  material  is  filed  with  the  Department  of  Justice  where  the  required  registration  statement  is  available  for  public  inspection.  Registration  does  not 
indicate  approval  of  the  contents  by  the  United  States  Government. 


Creating 

jobs 
through 


export 


New  modes  of  ocean-going  transport  have  opened 
up  new  markets  in  all  parts  of  the  world  for  much  of 
what  America  makes. 

Today,  increasing  our  exports  is  more  important 
than  ever  —  because  sales  abroad  create  jobs  at 
home  and  add  the  sales  volume  that  helps  American 
business  become  more  efficient.  This  greater  effi- 
ciency leads  to  the  improved  profits  that  will  enable 
business  to  generate  the  growth  capital  it  needs. 

General  Electric  Credit  is  a  leader  in  the  financing 
and  leasing  of  all  types  of  ocean-going  vessels  .  .  . 
and  the  special  port  facilities  they  require.  We  serve 
many  other  industries,  as  well. 

For  a  productive  and  profitable  tomorrow,  contact 
us  today  at  the  GECC  office  nearest  you. 

At  General  Electric  Credit,  we  help  American  busi- 
ness finance  its  own  future  and  create  new  jobs. 

MANY  THINGS 
GECC  FINANCES 
^      AREN'T  EVEN 
/         ELECTRIC 


Faces  Behind  the  Figures 


Teddy  Roosevelt  Gone  Amok 


Just  think  of  it:  An  honest- to-good- 
ness  corporate  interlock  flourishing  in 
these  United  States  in  1975!  Innocent 
shareholders  being  bilked  by  "part- 
time  management"!  The  stalwarts  at 
the  Federal  Power  Commission  were 
really  incensed. 

On  Sept.  15,  the  FPC  issued  a  stiff 
"show  cause"  order  demanding  to 
know  why  Charles  H.  Tenney  and 
James  F.  Smith  should  be  allowed  to 
continue  as  chief  executive  and  chief 
financial  officers  of  Orange  &  Rock- 
land Utilities  system  and  at  the  same 
time  of  tiny  Fitchburg  Electric  Light, 
not  to  mention  Bay  State  Gas,  Brock- 
ton Taunton  Gas  and  the  equally  re- 
nowned Exeter  &  Hampton  Light. 

"I  just  can't  understand  it,"  says 
Tenney,  the  third  generation  in  his 
family  to  have  held  these  posts.  "Na- 
turally we've  had  to  get  approval 
from  the  FPC  to  serve  in  these  capa- 
cities at  both  Orange  &  Rockland  and 
Fitchburg,  both  of  which  come  un- 
der FPC  jurisdiction.  Well,  we've  got- 
ten that  approval  from  them  ever 
since  the  Thirties!" 

The  "deficiencies"  cited  in  the  FPC 
order  struck  Tenney  as  "kind  of  odd, 
really.  They  asked  why  we  hadn't 
kept  better  track  of  poles  owned  joint- 


Ten  ney  of 

Orange  &  Rockland  Utilities 


ly  with  the  telephone  company,"  he 
says,  "which  is  a  hell  of  a  problem 
for  any  growing  utility.  Or  land 
owned  jointly  with  Consolidated  Edi- 
son. They  challenged  some  of  our  ac- 
counting changes,  which  we  said  had 


been  made  by  practically  every  utili- 
ty in  the  country  and  were  all  ap- 
proved by  the  auditors."  The  FPC  al- 
so charged  that  Tenney  was  charging 
O&R  too  much  for  the  expense  of  his 
Boston  headquarters  office  and  that 
his  aggregate  $158,000  salary  (a 
third  of  it  from  O&R)  was  unduly 
generous  compared  with  utilities  hav- 
ing equivalent  earnings. 

What  really  amazed  Tenney,  how- 
ever, was  the  suggestion  that  the  fi- 
nancial condition  of  O&R  had  been 
impaired  by  the  interlock.  He  says, 
"We've  increased  the  common  equity 
ratio  from  26.4%  in  1969  to  34%,  and 
we  sold  new  equity  at  prices  over 
book  value,  which  I  would  think  is 
perhaps  a  little  unique.  Interest  cov- 
erage is  2.7  times.  Cash  flow  is  good. 
Interest  during  construction  compo- 
nent is  very  small— 10  cents  a  share. 
I  submit  that  relatively  few  electric 
companies  are  in  as  good  shape." 

How  long  that  will  continue,  how- 
ever, is  open  to  question.  Last  month 
Smith  and  two  assistant  treasurers  al- 
so cited  in  the  FPC  order  resigned 
from  O&R,  and  Tenney  has  promised 
to  resign  himself  in  April— effectively 
stripping  the  utility  of  its  entire  top 
management. 

But  there  won't  be  any  nefarious 
interlock  to  worry  about.   ■ 


Endangered  Species? 

Thirty  years  ago  a  friend  lent  Jeno 
Paulucci  the  $2,500  he  needed  to 
launch  his  improbable  Chun  King, 
the  chinese  food  company.  Paulucci, 
of  course,  went  on  to  make  business 
history,  before  finally  selling  out  to 
R.J.  Reynolds  in  1966  for  around  $63 
million.  Since  then  he  has  gone  into 
food  equipment  overseas,  Alaskan 
salmon  and  pizza  (see  p.  58). 

But  he  has  never  forgotten  that  ini- 
tial helping  hand.  And  now  he  is  de- 
termined to  finance  others  just  as  his 
friend  backed  him.  This  hard-headed 
sentimentalist  says  he  will  eventually 
put  up  to  $2  million  of  his  money 
where  his  mouth  is. 

Paulucci  is  not  talking  about  po- 
tential IBMs  that  require  massive  fi- 
nancing, such  as  are  discussed  in  the 
cover  story  for  this  issue.  He  is  talk- 
ing about  tiny  struggling  operations. 

Paulucci  aTgues  that  the  small  busi- 
nessman is  an  endangered  species;  he 
needs  a  lot  of  help  now  before  he 
becomes  extinct.  Says  Paulucci:  "The 
500  largest  corporations  do  83%  of 
the   business   in   the   U.S.,    and   they 


Paulucci  of  Paulucci  Enterprises 


soak  up  working  capital.  Banks  today 
don't  want  the  bother  and  risk  of  deal- 
ing with  very  small  businessmen. 
They  have  enough  headaches  with 
big  companies." 

Paulucci,  however,  says  he  needs 
banking  and  government  support. 
What  he  envisions  is  a  $10-million 
venture-capital  fund.  Initially,  Pauluc- 
ci will  put  up  $500,000.  Then,  the 
Small  Business  Administration  will 
leverage  that  cash  by  four  times,  and 
also  will  guarantee  much  of  the  loans. 
Paulucci  is  also  trying  to  persuade 
100  banks  to  participate,  even  if  they 
loan  only  $20,000  on  i  deal. 

Paulucci  hopes  to  make  his  first 
loans  before  the  end  of  the  year.  Free 
enterpriser  that  he  is,  Paulucci  has 
high  hopes  that  at  least  a  few  of  the 
companies  he  backs  will  be  winners. 
But  even  if  his  entire  investment  went 
down  the  drain,  Paulucci  would  re- 
cover most  of  the  losses  by  offsetting 
them  against  his  substantial  income. 

Paulucci  could  easily  put  his  cash 
into  high-quality  tax  exempts  and 
make  money  without  much  risk  or  ef- 
fort. But  that  wouldn't  be  his  idea  of 
fun  or  of  public-spiritedness.   ■ 
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LARGE  CASH  RETURN 

from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANDS 

•  •     •     *     • 

The  United  States  Department 
of  the  Interior  (Bureau  of  Land 
Management)  holds  non-com- 
petitive public  drawings  each 
month  to  afford  all  citizens  over 
the  age  of  21  years  an  equal 
opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by 
the  Federal  Government. 

A  $20.00  tax  deductible  filing 
fee  could  return  a  sum  exceed- 
ing $75,000.00  immediately, 
plus  an  overriding  royalty  for 
possible  future  income. 

*  *     *     *     * 

For  further  information  on  how  you 
can  intelligently  participate  in  the 
government  sponsored  program,  con- 
tact: 

MAX  WILSON,  INC. 

P.O.  Drawer  1978— FO 

Roswell,  New  Mexico  88201 

Toll  Free  Number  800-545-7955 


G*V 


VC5- 


*&> 


Gentlemen:  Please  send  me 
details  on  how  MUZAK  can  help 
increase  productivity. 


Name. 


Company. 
Address_ 
City 


State. 


.Zip. 


MUZAK  CORPORATION 

100  Park  Avenue.  New  York,  N.Y.  10021 


The  Funds 


Oil:  The  Next  Utility 

The  oil  business  has  been  good  to 
David  MacCallan.  His  specialized 
Petroleum  Corp.  of  America,  a  $93- 
million  closed-end  fund,  made  the  last 
Forbes  Honor  Roll  (Aug.  15).  "Pete" 
now  sells  at  a  relatively  low  7.3% 
discount  from  net  asset  value. 

But  MacCallan  is  gloomy  these 
days  about  the  oil  business.  "There's 
a  danger,"  he  says,  "that  the  oil 
group  is  going  to  become  more  like 
the  public  utilities,  with  all  their  over- 
regulation.  We  may  not  be  able  to 
obtain  the  same  type  of  investment 
opportunities." 

MacCallan  isn't  saying  that  there 
aren't  still  good  investment  plays  in 
the  oil  business.  But  like  the  industry 
itself,  he  wants  to  diversify  into  com- 
peting energy  sources.  "We've  tried  to 
become  more  of  an  energy  fund  than 
a  petroleum  fund."  (Unfortunately  for 
MacCallan,  the  "Energy  Fund"  name 
is  already  owned  by  a  so-so  mu- 
tual fund.) 

"We've  put  a  fair  amount  of  money 
into  coals,"  MacCallan  says.  "Some  of 
the  coals  are  getting  expensive, 
though.  We  got  out  of  our  positions 
in  Kaneb  and  Napco  when  they  were 
getting  pricey.  Also,  they  were  sell- 
ing a  lot  of  spot  coal.  Some  people 
thought  those  high  spot  prices  were 
going  to  last,  and  they  didn't. 

"Long  term,  coal  will  be  a  good  in- 
dustry, but  its  development  is  going 
to  be  wavy.  So  you've  got  to  go  in 
and  out,  selling  the  coals  when  they're 
high,  and  buying  them  back  when 
people  aren't  so  ebullient.  That's  what 
we've  been  doing  with  Pittston,  for 
example.  We  were  into  it  very  heav- 
ily, then  when  it  took  off,  we  cut 
back  by  three-fourths." 

The  uranium  play  also  interests 
MacCallan,  but  "we  haven't  been  too 
happy  with  what's  available.  Yeah, 
there's  Kerr-McGee,  but  what  do  you 
pay  for  it?" 

Natural  gas  companies  interest  him 
somewhat  more.  "They're  closer  to 
getting  satisfactory  price  adjustments 
than  the  domestic  oil  producers.  There 
will  be  serious  gas  shortages  this  win- 
ter, and  the  legislators  realize  that 
they're  going  to  have  to  remove  the 
price  controls.  So  we  bought  into 
Aztec,  Forest,  Mesa  and  Mountain 
Fuel  Supply." 

Those  domestic  oils  that  have  been 
capturing  market  interest  don't  have 
much  appeal  for  MacCallan.  "Again, 
they're  pricey.  As  they've  been  running 
up    things    like    Getty    and    Atlantic 


Richfield,  we've  been  selling  it  to 
them.  They've  played  about  as  far 
as  they're  likely  to  go." 

Are  there  no  bargains,  then?  Yes, 
there  are.  "The  internationals,"  he 
says,  "are  grossly  oversold.  People  ran 
away  in  panic,  screaming  OPEC! 
OPEC!  Those  companies  are  going 
to  survive.  Look  at  someone  like  Mo- 
bil. They've  always  been  crude  short, 
yet  they've  remained  very  profitable 
by  being  efficient  refiners  and  clever 
marketers.  Royal  Dutch /Shell  is  in 
the  same  position— they're  accustomed 
to  working  in  a  crude-short  environ- 
ment. Since  people  aren't  going  to 
be  able  to  make  the  easy  buck  in 
producing  crude,  they're  going  to  have 
to  make  refining  and  marketing  more 
profitable.  Those  who  already  know 
how  to  do  that  are  going  to  do  well." 

What  about  the  threat  of  Congres- 
sional action  to  break  up  the  large 
integrated  companies?  "Those  threats 
have  been  around  for  a  long  time. 
Sure  it  would  be  upsetting,  but  it's 
quite  possible  that  many  of  them 
would  be  worth  more  broken  up." 

As  the  two-price  system  for  do- 
mestic oil  is  phased  out,  MacCallan 
also  sees  hope  for  companies  like 
Ashland  Oil  which  have  had  to  live 
off  the  "entitlements"  program.  "Now 
it's  at  a  disadvantage  compared  with 
those  companies  with  their  own  sup- 
plies of  cheap  domestic  crude,  but  as 
the  price  of  'old  oil'  rises,  its  relative 
position  will  improve." 

Petroleum  Corp.  got  into  the  oil- 
field equipment  companies  before  the 
market,  and  they've  been  a  nice 
source  of  capital  gains.  "We've  been 
selling  off  our  Schlumberger  at  the 
highs,  but  I  don't  think  that  the 
equipment  field  has  peaked  yet." 

MacCallan,  for  all  his  worries,  isn't 
in  any  great  hurry  to  change  the 
fund's  charter— not  yet,  anyway.  "We 
are  already  able  to  put  up  to  20% 
of  our  assets  in  nonpetroleum  invest- 
ments. To  do  anything  more,  we'd 
have  to  go  to  the  stockholders,  and 
I  don't  think  it'll  be  brought  up  at  the 
next  annual  meeting  in  March.  Still, 
we  do  envisage  a  change  like  that." 

Actually,  there  are  circumstances 
where  MacCallan  could  get  optimis- 
tic about  the  oil  industry— alt  ei 
all,  the  world  needs  oil  and  the  oil 
companies  know  how  to  find  it  and  re- 
fine it  and  sell  it.  But  what  worriei 
him  is  public  policy  or  nonpolicy.  Is 
he  optimistic  on  the  ICOreP  Mac- 
Callan shakes  his  head  sadly.   ■ 
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The  Electric  Economy. 

We've  reached  a  crossroads 

in  our  trip. 


Electric  Economy 


TOLL 


*"lln  I 


America  is  on  its  way  to 
the  future.  A  time  when  a 
switch  will  replace  the 
ignition  keys  of  cars  and 
buses.  A  time  when  a 
plug  will  replace  a  gas 
tank.  A  time  when  we'll 
hitch  our  wagons  to  an 
atom  or  the  sun  or  a 
piece  of  coal. 

The  future  is  bright  — 
lighted  with  electricity. 
Our  destination?  The 
Electric  Economy.  An  era 
when  electricity  will 
power  just  about 
everything. 

Our  destination  is 
already  in  sight.  But 
America  has  a  choice  of 
routes/We  can  avoid 
the  detours  of  wasted 
resources,  unnecessarily 
higher  energy  costs,  and 
power  shortages  -  if  we 
plan  now. 

In  The*  Southern 
Company  system  the  trip 
is  being  mapped.  We're 


looking  at  the  potential 
for  load  management  — 
balancing  electricity 
usage  over  the  day  and 
the  year.  That  may  be 
the  key  to  better  ways  of 
using  expensive 
equipment. 

We're  working  with 
customers  to  shift  power 
demands  to  off-peak 
hours.  We're  studying 
various  ways  of  pricing 
electric  service  to  induce 
the  most  efficient  pat- 
terns of  customer  usage. 
Air  conditioning  control 
systems  for  homeowners 
may  help  too.  These 
things  and  more  en- 
courage all  of  us  to  avoid 
the  energy  rush  hours. 
They  reduce  the  need  to 
build  so  many  new 
plants.  That  can  cut 
down  on  the  expense  of 
our  trip  to  the  Electric 
Economy. 

The  fuel  we  need  for 


our  trip  is  available  too. 
Eighty  percent  of  The 
Southern  Company 
system's  fuel  needs  are 
being  met  with  coal.  And 
we're  working  on  addi- 
tional energy  sources. 
Nuclear  reactors.  Solar 
energy.  Even  garbage. 
The  Electric  Economy. 
If  we  choose  the  right 
route,  we  won't  have  to 
exact  the  highest  toll. 

The  Southern  Company: 
Alabama  Power  Company, 
Georgia  Power  Company 
Gulf  Power  Company 
Mississippi  Power  Company, 
Southern  Services,  Inc. 

The 

Southern 

Company 

Perimeter  Center  East 
Atlanta,  Georgia  30346 


Congress  is  telling  you  to  change  your 

company's  employee  benefits  program. 

Here's  how  that  can  work  to|  your  advantage. 


No  one  has  to  tell  you  that  legislative  changes  have  a  great  bearing  on  your  company's 
employee  benefits  program.  But  while  these  changes  may  be  burdensome  and  costly,  we  at 
Alexander  &  Alexander  would  like  to  show  you  how  to  make  these  changes  work  for  you. 

Because  they  present  an  opportunity  for  your  company  to  totally  re-evaluate  and  overhaul 
your  entire  benefits  program.  Something  that  we  at  Alexander  &  Alexander  can  help  you  do. 
By  pointing  out  costly  gaps  and  overlaps  in  your  coverage.  By  showing  you  where  you  may  be 
spending  too  much — or  not  enough. 

After  all,  30  %  of  an  average  company's  payroll  goes  to  employee  benefits.  We  think 
you  should  get  as  much  out  of  them  as  your  employees  do. 

If  your  insurance  broker  isn't  doing  all  of  this  for  you,  maybe  you've  outgrown  him.  And 
maybe  you  should  talk  to  us. 

Alexander  &  Alexander  Inc.,  Information  Services,  Dept.  B,  1185  Avenue  of  the 
Americas,  New  York,  N.  Y.  1 0036.      m  ■  _     ^  ■  _ 
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Thanks  to  a  uniquely 
American  compromise  between  private 
enterprise  and  Government  control, 
AT&T  provides  the  world's  best 
telephone  service  at  a  comparatively 

low  price.  Here's  how  it  all  happened. 


By  John  Brooks 


t  is  suggestive  of  the  power 
of  the  idea  of  telephony— one 
step  up  from  telepathy— to  stir 
the  imagination  that  the  telephone  had  a  myth  before  it 
existed.  In  New  York  City,  beginning  at  least  a  decade 
before  the  telephone's  invention  in  1876,  a  story  went  the 
rounds  that  one  Joshua  Coppersmith  had  been  convicted 
of  fraud  for  exhibiting  a  device  called  a  telephone  that  he 
said  was  capable  of  transmitting  a  human  voice  over  metal 
wires.  Few  sane  persons  doubted  that  such  transmission 
was  impossible,  and  that  Coppersmith  was  a  charlatan; 
that  was  the  accepted  wisdom  of  the  time.  But  the  signifi- 
cant thing  is  that  there  is  no  official  record  or  evidence  of 
any  kind  that  Coppersmith  ever  existed.  If  he  was  indeed 
imaginary,  we  may  speculate  that  some  secret  social  need, 
some  threatening  prescience  of  the  group  mind  that  had  to 
be  cancelled  by  a  myth,  made  it  necessary  to  invent  him. 
To  be  sure,  the  idea  of  the  telephone  and  the  word 
"telephone"  itself  had  been  in  currency  for  a  long  time. 
For  many  centuries— perhaps  back  to  the  time  of  Alexander 
the  Great,  in  the  fourth  century  B.C.— men  had  been 
shouting  to  each  other  between  distant  towers  and  hill- 
tops through  various  kinds  of  megaphones,  but  they  had 
not  called  them  telephones.  The  word  (as  "telephon,"  from 
Greek  roots  meaning  "far-speaking")  seems  to  have  been 
first  used  in  Germany  in  1796  to  describe  a  system  of  direc- 
tive megaphones  not  involving  electricity.  Sir  Charles 
Wheatstone  used  the  word  "telephonic"  in  connection  with 
his  "enchanted  lyre,"  invented  in  1821,  which  transmitted 
music  acoustically  by  means  of  rods  of  wood,  glass,  or 
metal.  Later  Wheatstone  applied  the  term  "rhythmical 
telephone"  to  an  electric  bell— actually  a  telegraphic  de- 
vice-that  he  invented  in  1839.  In  1845  another  English- 
man invented  a  non-electrical  instrument  that  he  flatly 
called  "the  telephone";  it  was  "for  conveying  signals  dur- 
ing foggy  weather  by  sounds  produced  by  means  of  com- 
pressed air  forced  through  trumpets." 

Meanwhile  the  telegraph— indubitably  capable  of  trans- 
mitting words  by  electricity  over  wires  for  great  distances, 
by  the  use  of  Morse  code  signals  rather  than  speech-had 
arrived,  to  universal  acclaim.  In  1854,  three  years  after  the 
first  successful  telegraph  cables  had  been  laid  across  the 
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English  Channel,  English  and  French  newspapers  were 
seriously  discussing  a  wholly  fanciful  report  that  the  cables 
would  be  used  to  convey  speech  in  the  following  way:  "A 
plate  of  silver  and  one  of  zinc  are  taken  into  the  mouth, 
the  one  above,  the  other  below  the  tongue.  They  are  then 
placed  in  contact  with  the  wire,  and  words  issuing  from 
the  mouth  so  prepared  are  conveyed  by  the  wire."  Of 
course,  no  such  gagging  and  probably  shocking  apparatus 
worked  or  could  possibly  have  worked.  But  the  reports 
show  how  much  the  idea  of  telephony  was   in   the   air. 

In  1860,  Philipp  Reis,  of  Germany,  made  what  just 
missed  being  a  telephone— missed,  it  was  said  later,  by  the 
turn  of  a  screw.  It  used  a  membrane,  electrodes,  and  inter- 
mittent electric  current,  and  could  transmit  the  pitch  but 
not  the  quality  of  a  sound— that  is  to  say,  musical  notes 
but  not  words.  In  1881,  when  the  Reis  telephone  was  un- 
der consideration  as  a  threat  to  the  Bell  patents,  Judge 
Lowell  of  the  U.S.  Circuit  Court  of  Massachusetts  de- 
cided that  "The  deficiency  was  inherent  in  the  principle 
of  the  machine  ...  a  century  of  Reis  would  never  have  pro- 
duced a  speaking  telephone."  But  a  present-day  scientist- 
Bernard  S.  Finn,  curator  of  the  division  of  electricity  of 
the  Smithsonian  Museum  of  History  and  Technology— has 
come  to  a  strikingly  different  conclusion.  After  making  his 
own  experiments  with  models  of  the  Reis  telephone,  he 
concluded  that  it  could  have  been  made  to  transmit 
speech,  with  small  changes,  and  that  if  Reis  had  de- 
scribed it  correctly,  which  he  did  not,  he  would  have  had  a 
prior  claim  on  the  Bell  patent.  Yet  Reis  never  knew  how 
close  he  came,  and  never  claimed  that  \e  had  invented 
the  telephone.  Thus  the  first  of  the  several  great  ironies 
of  early  telephony. 

The  telephone  was  technically  near— but  philosophically 
far.  Human  speech,  as  opposed  to  dot-and-dash  code,  was 
considered  sacred,  a  gift  of  God  beyond  man's  contriv- 
ance through  science.  Public  reactions  to  the  very  idea 
of  telephony  in  the  1860s  and  1870s  wavered  between 
fear  of  the  supernatural  and  ridicule  of  the  impractical. 
People  were  made  uneasy  by  the  very  notion.  Hearing 
voices  when  there  was  no  one  there  was  looked  upon  as 
a  manifestation  of  either  mystical  communion  or  insanity. 
Perhaps  reacting  to  this  climate,  most  physicists  and  elec- 
tricians took  it  as  an  axiom  that  electricity  could  not 
carry  the  human  voice.  To  have  the  freedom  of  mind 
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to  take  the  last  step,  there  was  need- 
ed a  man  whose  thought  was  centered 
not  on  electricity  but  on  the  human 
voice,  and  the  man  was  Alexander  Gra- 
ham Bell. 

By  family  tradition  and  personal  pre- 
dilection, Bell  was  as  steeped  in  the 
physiology  of  human  speech  as  a  man 
could  be.  From  an  early  age,  his  thought 
and  will  centered  on  the  technique  of 
elocution  (speech  transmission)  and  the  problem  of  deaf- 
ness (speech  reception);  on  the  other  hand,  he  had  no 
know  ledge  of  or  association  with  electricity  until  he  be- 
gan the  long  scries  of  experiments  that  culminated  in  the 
invention  of  the  telephone. 

The  story  of  that  invention  is  more  a  study  of  human 
anatomy  than  of  electrical  laws,  more  of  man  than  of  a 
machine.  Bell's  grandfather,  Alexander  Bell,  was  a  Scot- 
tish shoemaker  who  became  first  a  Shakespearean  actor, 
then  a  public  reader  of  Shakespeare,  and  eventually  the 
proprietor  of  a  celebrated  elocution  school  in  London  that 
specialized  in  curing  stammering,  and  is  alleged  by  many 
scholars  to  have  been  the  basis  for  George  Bernard  Shaw's 
play  Pygmalion,  which  in  turn  became  the  basis  for 
My  Fair  Lady.  His  father,  Melville  Bell,  was  a  dis- 
tinguished teacher  of  elocution  at  the  University  of  Ed- 
inburgh who  came  to  enjoy  a  world-wide  reputation  as 
a  teacher  and  author  of  textbooks  on  correct  speech,  and, 
above  all,  as  the  inventor  of  "Visible  Speech"— a  written 
code,  indicating  the  exact  positions  and  actions  of  the 
throat,  tongue,  and  lips  during  speech,  that  was  originally 
intended  to  help  people  pronounce  foreign  languages  but 
that  finally  proved  most  useful  in  training  deaf  people  to 
speak  intelligibly. 

Alexander  Graham  Bell,  born  in  Edinburgh  on  March 
3rd,  1847,  the  second  of  three  sons  of  Melville,  seems 
never  to  have  wavered  for  a  moment  from  determina- 
tion to  follow  the  profession  of  his  grandfather  and  father. 
At  school  in  Edinburgh,  he  was  a  shy,  alert,  musical  boy 
whose  slightly  aquiline  nose  and  unassertive  chin  sug- 
gested intensity  and  introspection.  When  he  was  twelve, 
his  mother  Eliza,  a  portrait  painter  and  accomplished  mu- 
sician, began  to  lose  her  hearing,  and  thus  began  her 
son's  lifelong  intimacy  with  and  sympathy  for  the  deaf, 
which  was  to  be  the  leitmotif  of  his  life.  Beginning  when 
he  was  fifteen,  Graham  (as  he  then  preferred  to  be  called) 
and  his  brothers  assisted  their  father  in  public  lectures, 
pronouncing  odd  sounds  and  symbols  that  their  father 
had  written  down,  in  Visible  Speech  code,  while  they 
were  out  of  the  room.  At  sixteen,  he  and  his  older  brother 
Melly-responding  to  their  father's  offer  of  a  prize  for  the 
construction  of  a  successful  speaking  machine— made  an 
artificial  skull  of  gutta-percha,  furnished  it  with  vocal 
parts  made  of  tin,  india  rubber,  and  a  lamb's  larynx, 
and  at  last,  by  blowing  through  it,  made  it  cry  out 
"Ma-ma!"  At  about  the  same  time  Graham  managed,  by 
manipulating  his  Skye  terrier's  mouth  and  vocal  cords, 
to  make  the  dog  utter  something  approximating  the  equal- 
ly filial  sentiment  "How  are  you,  grandmama?" 

Meanwhile,  the  learning  years  of  this  precocious  elocu- 
tionist were  also  a  time  of  teaching.  At  seventeen  or 
eighteen  he  enrolled  as  a  student  teacher  at  Weston 
House,  a  boys'  school  near  Edinburgh,  where  he  taught 
music  and  elocution  in  exchange  for  instruction  in  other 


subjects.  While  there  he  carried  out  a  series  of  experiments 
to  identify  how  the  position  of  the  mouth  and  tongue 
determine  the  resonances  of  vowel  sounds,  and  these  led 
to  his  first  contact,  fleeting  but  fateful,  with  the  associa- 
tion of  acoustics  with  electricity. 

His  father  showed  Graham's  work  to  a  learned  scientist 
in  London,  who  told  Graham  about  the  work  of  the  con- 
temporary German  scientist  Hermann  von  Helmholtz. 
Helmholtz  had  published  a  book  called  On  the  Sensa- 
tions of  Tone  in  which  he  had  described  how  he  had 
produced  vowel  sounds  with  electrically-driven  tuning 
forks.  Young  Bell  got  a  copy  of  the  book  and  tried  to 
read  it.  But  it  was  in  German  and  concerned  electricity, 
and  Bell  knew  little  of  either;  he  emerged  with  the  no- 
tion that  Helmholtz  had  telegraphed  the  vowel  sounds 
over  a  wire. 

The  notion  was  entirely  mistaken,  but  the  mistake  was 
an  accident  of  destiny.  It  turned  Bell's  thoughts  for  the 
first  time  to  electric  telephony. 

After  a  year  of  teaching  and  studying  at  Somersetshire 
College,  in  Bath,  Bell,  at  twenty-one,  settled  in  London, 
where  he  divided  his  time  between  serving  as  his  father's 
partner  in  the  teaching  of  Visible  Speech,  and  studying 
the  anatomy  of  the  vocal  apparatus  at  University  Col- 
lege, London.  He  seemed  well-launched  on  a  career  in 
which  he  could  scarcely  fail,  and  in  which  he  showed 
every  indication  of  being  headed  for  brilliant  suc- 
cess. But  personal  events  contrived  to  change  abruptly 
his  direction,  and  perhaps  that  of  the  life  of  his  time. 

In  1867,  while  Graham  was  living  at  Bath,  his  younger 
brother  Edward  had  died  of  tuberculosis;  now,  in  May 
1870,  his  older  brother  Melly  succumbed  to  the  same 
disease,  and  the  event  affected  him  so  deeply  that  he 
wrote  to  his  father,  "The  dream  you  know  I  have  cher- 
ished for  so  long  has  perished  with  poor  Melly.  It  is 
gone  for  ever."  Exactly  what  the  dream  may  have  been  is 
not  clear;  what  is  clear  is  that  the  year  1870  was  a  low 
point  is  Graham  Bell's  life.  Besides  suffering  from  the  re- 
current headaches  that  would 
plague  him  through  most  of 
his  life,  he  was  undergoing 
the  pain  of  a  hopeless  love 
for  Marie  Eccleston,  a  worn 
an  several  years  older  than 
he,  whose  rejection  of  him 
he  would  later  describe  as 
"the  one  sore  subject  of 
my  life." 

In  all  these  circumstances, 
it  does  not  seem  surprising 
that  Graham  Bell  raised  no 
objection  when,  the  same 
summer,  Melville  Bell— disil- 
lusioned by  waning  attend- 
ance at  his  lectures,  dis- 
heartened by  the  loss  of  two 
of  his  sons,  and  obsessed 
with  the  idea  that  his  one 
remaining  son  would  also  fall 
victim     to     tuberculosis— de- 

cided  to  move  with  his  wife,       |ronicaMV;  BH,  Wils  ,„„ 
his    son    Alexander   Graham,       trained  as  a  scientist 
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They  thought  telegraphy 

was  where  the  money  was. 


more  bracing  air  of  Canada. 
The  place  where  the  Bells 
settled  in  August,  1870  was 
Brantford,  a  small  industrial 
town  some  thirty  miles  north 
of  the  shore  of  Lake  Erie  and 
sixty  miles  west  of  Niagara 
Falls.  Whatever  had  ailed 
Graham  in  London,  ills  of  the 
body  or  of  the  soul,  he  re- 
covered quickly. 

When  Melville  Bell,  whose 
fame  as  a  teacher  of  the 
deaf  had  preceded  him  to 
the  New  World,  was  in- 
vited to  teach  Visible  Speech 
to  the  instructors  of  a  school 
for  the  deaf  in  Boston,  he 
sent  his  rejuvenated  son  as  a 
substitute.  Through  1871 
and  most  of  1872,  Alexander 
Graham  Bell  demonstrated 
and  taught  his  father's  sys- 
tem at  schools  for  the  deaf 
in  Boston,  Northampton, 
Mass.,  and  Hartford,  Conn. 
He  quickly  made  a  considerable  name  for  himself. 

Deafness,  in  those  days  before  antibiotics  and  modern 
surgical  techniques,  was  a  far  larger  social  problem  than 
it  is  in  the  second  half  of  the  twentieth  century,  and  the 
Bell  method— with  its  commitment  to  teaching  the  deaf  to 
talk  normally  and  thus  join  human  society,  rather  than  to 
use  sign  language  and  therefore  live  in  a  world  of  their 
own— represented  a  revolutionary  advance  in  America.  By 
October,  1872,  Bell  was  ready  to  open  up  his  own  school 
of  "Vocal  Physiology  and  Mechanics  of  Speech"  in  Boston, 
and  the  following  year  he  was  made  a  professor  of  vocal 
physiology  at  Boston  University. 

But  meanwhile  a  related  interest,  long  present  but  dor- 
mant, was  gaining  place  in  his  life.  He  had  not  forgotten 
Helmholtz;  he  had  the  itch  to  create;  and,  unmistakably, 
he  was  ambitious  to  make  a  fortune  more  impressive  than 
was  available  to  a  teacher  of  the  deaf.  By  the  autumn  of 
1872,  he  was  making  the  first  crude  drawings  and  ex- 
periments aimed  at  the  invention  of  a  "harmonic  tele- 
graph" that  would  distinguish  between  musical  notes  and 
thus  make  possible  the  transmission  of  several  messages 
simultaneously  on  a  single  wire.  Such  an  invention  would, 
of  course,  have  immediate  commercial  application  in  teleg- 
raphy; and  •Bell,  even  at  this  early  stage,  showed  his  acute 
awareness  of  that  fact  by  locking  up  his  work  in  his  desk 
after  each  session  to  keep  it  away  from  prying  eyes. 

And  he  was  beginning  to  meet  people  who  could  give 
him  the  financial  backing  necessary  to  continuing  his  enter- 
prise. One  of  his  first  private  pupils  was  George  Sanders, 
the  five-year-old  son,  born  deaf,  of  Thomas  Sanders,  a 
prominent  leather  merchant  from  Salem,  north  of  Boston. 
Under  Bell's  •tutelage  the  boy  showed  progress  in  learning 
to  talk,  and  the  father  was  grateful— so  grateful  that  in 
October  1873,  Bell  went  to  live  in  the  Sanders  home  in 
Salem  and  remained  there  for  over  two  years. 

Another  substantial  citizen  that  Bell  met  in  the  course 
of  his  work  was  Gardiner  Greene  Hubbard,  a  prominent 
lawyer    and   public-spirited    citizen   of   Boston    who   was 


president  of  the  Clarke  School  for  the  Deaf  in  Northamp- 
ton, where  Bell  taught  for  a  time— and  whose  daughter, 
Mabel,  had  been  struck  deaf  by  scarlet  fever  at  the  age 
of  four.  Hubbard  and  Bell  became  friends,  and  the  deaf 
Mabel,  now  in  her  middle  teens,  his  informal  pupil.  ("I 
did  not  like  him,"  Mabel  later  remembered  their  first  meet- 
ing. "He  was  tall  and  dark,  with  jet  black  hair  and  eyes, 
but  dressed  badly  and  carelessly  in  an  old-fashioned  suit 
of  black  broadcloth,  making  his  hair  look  shiny,  and  al- 
together, to  one  accustomed  to  the  dainty  neatness  of 
Harvard  students,  he  seemed  hardly  a  gentleman.") 

Through  the  winter  and  spring  of  1873-4  Bell  pressed 
on  with  his  harmonic-telegraph  experiments,  and  gradually 
some  force— his  training  and  tradition,  or  the  sudden  gleam 
of  a  new  and  far  more  alluring  objective— pressed  the  di- 
rection of  the  experiments  away  from  musical  sounds  and 
toward  human  speech  and  hearing.  Tuned  steel  reeds  were 
used  in  his  equipment;  his  instinctive  way  of  tuning  them 
was  by  pressing  them  against  his  own  ear  while  the  trans- 
mitting instrument  was  in  operation. 

That  summer,  while  visiting  his  parents  at  Brantford, 
he  worked— at  the  suggestion  of  his  friend  Dr.  Clarence  J. 
Blake  of  Boston— on  a  "phonautograph,"  a  device  to  trans- 
late sounds  into  visible  markings  with  equipment  using  the 
actual  ear  of  a  dead  man.  When  words  were  spoken,  the 
ear's  membrane  vibrated  and  moved  a  lever  that  made  a 
wave  pattern  on  a  piece  of  smoked  glass.  Theoretically, 
the  phonautograph  would  be  helpful  in  teaching  the  deaf. 
But  the  real  achievement  of  the  experiment  was  the  vistas 
that  it  opened  up.  It  set  Bell  to  marvelling  over  the  way 
the  tiny  membrane  of  the  ear  could  move  relatively  heavy 
bones.  By  analogy,  he  speculated,  could  not  a  single  such 
membrane,  rather  than  a  system  of  tuned  reeds,  serve  to 
generate  an  electric  current  that  would  vary  in  intensity 
in  precise,  mathematical  conformity  with  the  air-waves 
made  by  sound— including  the  sound  of  speech? 

Thus  in  Brantford  in  July,  1874,  Bell  came  upon  the 
principle  of  the  telephone. 

Meanwhile,  Hubbard  and  Sanders,  men  of  substance 
and  fathers  of  deaf  children,  had  become  interested  in 
the  commercial  possibilities  of  Bell's  telegraphy  experi- 
ments. In  October,  1874,  Hubbard,  after  carefully  search- 
ing the  Patent  Office  in  Washington  for  any  possible  an- 
ticipation of  the  harmonic-telegraph  idea,  offered  Bell  funds 
for  further  experiments  in  exchange  for  a  share  of  patent 
rights.  Sanders,  too,  was  eager  to  be  a  backer.  On  Feb- 
ruary 27th,  1875,  Bell,  Hubbard,  and  Sanders  formally 
signed  a  Bell  Patent  Association  agreement  under  which 
Hubbard  and  Sanders  were  to  furnish  the  money  and  Bell 
the  experimental  work,  all  three  to  share  equally  in  any 
patents  obtained.  Bell  thus  had  financial  backing  and  the 
services  of  a  skilled  patent  lawyer  familiar  with  teleg- 
raphy; the  only  catch  was  that  his  backers  wanted  him 
to  invent  a  harmonic  telegraph  rather  than  a  telephone, 
the  very  idea  of  which  his  partners  viewed  with  suspicion 
bordering  on  hostility. 

Bell— still  wavering  between  the  two  objectives— was  now 
in  the  grip  of  the  inventing  frenzy.  It  was  a  frenzy  that 
was  in  the  air  in  1875,  when  the  century  of  invention 
was  at  zenith.  Robert  Fulton's  first  commercially  success- 
ful steamboat  dated  from  1807,  Michael  Faraday's  dy- 
namo from  1831,  Samuel  F.B.  Morse's  telegraph  from 
1835,  the  steam-driven  electric  generator  from  1858;  in 
1875,  Thomas  A.   Edison's  phonograph  was  three  years 
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ahead,  his  incandescent  lamp  four  years, 
the  skyscraper  about  a  decade,  the  auto- 
mobile and  the  airplane  a  generation 
or  less.  Behind  them  all  was  a  persua- 
sive idea;  as  Alfred  North  Whitehead 
would  write,  "The  greatest  invention  of 
the  nineteenth  century  was  the  method 
of  invention." 

Moreover,  the  economic  rewards  of  in- 
vention under  the  U.S.  patent  system 
w  ere  great  and  well  advertised;  Bell  and  others  like  him 
knew  well  enough  that  the  inventor  and  original  backers 
of  the  telegraph  had  become  millionaires,  and  his  passion 
for  secrecy  about  his  experiments,  along  with  his  early 
and  intimate  association  with  the  Patent  Office  through 
Hubbard,  suggest  how  well  he  realized  he  might  be  onto 
something  commercially  big.  And  he  was  urged  on  by  both 
his  philosophical  background  and  the  current  social  cli- 
mate in  America.  The  Scottish  Calvinism  of  the  nineteenth 
century  made  a  virtue  of  material  success  achieved  through 
hard  work,  and  as  an  example  Bell  had  his  countryman 
Andrew  Carnegie,  twelve  years  his  senior,  who  had  come 
to  the  United  States  from  Scotland  in  1848  and  by  1875 
was  already  a  millionaire  in  the  process  of  consolidating 
the  largest  steel  company  in  the  world. 

As  to  the  social  climate,  1875  was  the  heyday  in  Ameri- 
ca of  laissez-faire  venture  capitalism,  when  men  had  a 
kind  of  savage  fury  for  fame  and  fortune  that  the  more 
jaded  twentieth  century  can  scarcely  conceive  of.  Mean- 
while Bell,  teaching  his  deaf  classes  by  day  and  bending 
over  his  experiments  at  night,  was  desperately  poor;  more- 
over, he  was  soon  to  have  the  most  urgent  of  all  reasons 
for  wanting  money  quickly— that  of  being  in  love. 
Beginning  in  January,  1875,  Bell  did  his  ex- 
perimenting at  the  electrical  shop  of  Charles  Wil- 
liams, Jr.  at  109  Court  Street,  Boston.  There  he 
had  as  his  assistant  a  remarkable  young  machin- 
ist named  Thomas  A.  Watson.  The  son  of  a  stable 
foreman  in  Salem,  Watson  (no  relation  to  Thomas 
J.  Watson,  founder  of  IBM)  had  for  a  time  been 
interested  in  table  tipping  and  "spirit  sessions," 
and  at  another  time  had  imagined  that  he 
saw  a  halo  around  his  own  head;  this  mystical 
strain  was  balanced  by  a  marked  competence  in 
mechanical  matters,  and  he  also  had  what  was 
to  be  a  crucial  asset  in  his  work  with  Bell,  an 
unusually  sensitive  ear.  On  their  first  meeting, 
Watson  was  deeply  impressed  by  Bell,  who,  in- 
teresting enough,  seemed  to  him  the  exact  op- 
posite of  what  he  first  appeared  to  be  to  Mabel 
Hubbard.  Watson  wrote  later,  "He  was  the  first  educat- 
ed man  I  had  ever  known  intimately  .  .  .  He  was  a  mas- 
ter of  expressive  speech  .  .  .  His  clear,  crisp  articulation 
delighted  me  and  made  other  men's  speech  seem  uncouth 
.  .  .  and  his  table  manners  were  most  interesting.  Up 
to  that  time,  the  knife  had  been  the  principal  implement 
for  eating  in  my  family  ...  I  was  much  embarrassed 
the  first  time  I  had  supper  with  Bell  at  his  house,  in 
trying  to  imitate  his  exclusive  use  of  a  fork  in  the  con- 
veyance of  food." 

The  polished  Bell  and  the  rough-hewn  Watson  bent  to 
their  experiments.  Bell  was  always  saying  optimistically, 
"Watson,  we  are  on  the  verge  of  a  great  discovery,"  and 
when  an  experiment  was  even  partially  successful,   Bell 


would  characteristically  celebrate  by  doing  a  little  vic- 
tory dance. 

But  as  the  spring  of  1875  passed,  the  harmonic  tele- 
graph still  did  not  work,  and  Bell's  courage  began  to  flag. 
He  knew  by  this  time  that  he  was  involved  in  a  race  with 
Elisha  Gray  of  Chicago,  co-founder  of  the  Western  Elec- 
tric Company,  an  expert  electrician  who  was  also  at  work 
on  a  harmonic  telegraph.  As  early  as  November,  1874, 
Bell  had  written  to  Hubbard  and  Sanders,  "It  is  a  neck 
and  neck  race  between  Mr.  Gray  and  myself  who  shall 
complete  an  apparatus  first."  Bell  began  to  feel  he  was 
losing  the  race.  In  February,  he  went  to  Washington  to 
demonstrate  his  apparatus  to  William  Orton,  president  of 
the  powerful  Western  Union  Telegraph  Company;  his  re- 
ception there  was  encouraging,  but  at  a  subsequent  meet- 
ing with  Orton  in  New  York,  Bell  got  a  polite  brushoff. 

On  March  1st,  Bell  was  granted  an  audience  in  Wash- 
ington by  Joseph  Henry,  the  world-famous  scientist  and 
inventor  of  the  electromagnetic  telegraph,  then  approach- 
ing eighty,  who  was  secretary  of  the  Smithsonian  Institu- 
tion. Henry's  interest  focused  on  Bell's  half-developed  no- 
tions en  the  electrical  transmission  of  speech.  They 
constituted,  Henry  said,  "the  germ  of  a  great  invention"; 
he  urged  Bell  to  drop  all  else  and  press  on  with  the 
telephone.  When  Bell  protested  that  he  feared  he  lacked 
the  electrical  knowledge,  the  old  man  snapped,  "Get  it!" 

The  meeting  with  Henry  served  crucially  to  turn  Bell's 
thoughts  away  from  the  race  with  Gray  on  the  harmonic 
telegraph,  and  toward  the  telephone.  Later  that  month- 
March,  1875— he  decided  to  cancel  all  of  his  private 
classes  except  those  with  George  Sanders,  his  partner's 
son.  That  meant  less  income,  and  by  early  June  he  was 


First  Message.  Spilling  acid  on  himself,  Bell  cried  for 
his  assistant,  who  heard  the  plea  on  his  receiver. 

borrowing  small  sums  from  his  assistant  Watson.  Early  in 
May,   he   wrote    Hubbard— who   was   still    urging   him    to 
concentrate  on  improvements  in  telegraphy,  and  scolfinu 
at  the  idea  of  the  telephone:   "I  have  read  somewhere 
that  the  resistance  of  a  wire  ...  is  affected  by  the  ten 
sion  of  the  wire.   If  this   is  so,   a  continuous  current   <>l 
electricity  passed  through  a  vibrating  wire  should   meet 
with    a    varying   resistance    ...    The    tiiu'nc    ol    a    sound 
could   be   transmitted."   For   all   of   the   unscientific   CAS 
ualness   of   "I    have   read    somewhere,"   Bell    would    l.il<  I 
insist  that  this   letter  established  his  priority   in   coneeiv 
ing   the   final    step    in    the    theoretical    evolution    "I    the 
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Submerging  a  specimen  of 
Crucible  26-1  stainless  steel  in 
a  sulfuric  acid-copper  sulfate 
solution,  a  Crucible  research 
technician  documents  the 
steel's  exceptional  resistance 
to  intergranular  corrosion. 
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modern  telephone,  variable  resistance. 
A  great  breakthrough  was  inexorably 
near;  it  came  on  June  2nd— and  came, 
as  so  many  scientific  breakthroughs  do, 
as  the  by-product  of  an  accident. 

Bell  and  Watson  were  testing  the 
harmonic-telegraph  apparatus  between 
two  rooms  on  the  top  floor  of  109  Court 
Street,  Watson  operating  the  transmit- 
ting equipment  in  one  room  and  Bell 
the  receiving  in  another.  As  usual,  the  thing  would  not 
work  right;  when  Watson  pressed  the  keys  that  set  his 
transmitting  reeds  to  vibrating  at  their  carefully  tuned 
pitches,  one  of  the  corresponding  receiving  reeds  stub- 
bornly did  not  respond.  At  Bell's  instruction,  Watson  be- 
gan plucking  the  recalcitrant  transmitting  reed  with  his 
fingers.  Suddenly  he  heard  a  shout  from  the  other  room, 
and  then  Bell  burst  in  on  him,  demanding  excitedly, 
"What  did  you  do  then?  Don't  change  anything!" 

Faintly,  but  distinctly,  Bell  had  heard  the  sound  of 
the  reed,  plucked  at  a  moment  when  a  too-tightly-ad- 
justed contact  screw  had  accidentally  made  the  supposed- 
ly intermittent  transmitter  current  into  a  steady  current— 
and  one  modulated  into,  a  sound  carrier  by  the  air  waves 
caused  by  Watson's  plucking. 

Bell  and  Watson  were  now  in  hot  pursuit  of  the  tele- 
phone. After  repetitions  and  variations  of  the  experiment, 
Bell  sketched  the  first  electric  speaking  telephone,  gave 
Watson  the  sketch,  and  urged  him  to  build  it  for  testing 
the  very  next  day.  It  was  to  consist  of  a  wooden  frame 
on  which  was  mounted  a  harmonic  receiver  with  one 
end  of  its  steel-reed  armature  touching  a  tightly-stretched 
membrane  of  parchment.  That  night  from  Salem  Bell 
wrote  excitedly  to  Hubbard,  "I  have  accidentally  made 
a  discovery  of  the  very  greatest  importance  .  .  ." 

Next  morning  Watson  set  to  work  constructing  the 
new  device,  which,  because  of  the  shape  of  the  wooden 
frame,  is  known  in  telephone  history  as  the  "gallows" 
telephone.  He  had  it  finished  and  ready  for  testing  by 
the  same  evening.  Watson  shouted  into  the  telephone, 
and  Bell  heard  nothing.  They  changed  places,  thus  get- 
ting the  advantage  of  Bell's  precise  and  sonorous  speech 
and  Watson's  razor-sharp  hearing;  this  time,  as  Watson 
wrote  later,  "I  could  unmistakably  hear  the  tones  of  his 
voice  and  almost  catch  a  word  how  and  then."  But  to 
"almost  catch  a  word"  was  not  telephony;  it  was  merely 
a  repetition  of  what  Reis  had  achieved.  The  first  telephone 
was  a  disheartening  and  anticlimactic  failure. 

Some  modern  historians  of  technology,  like  the  Smith- 
sonian's Bernard  S.  Finn,  believe  that  Bell's  1875  gal- 
lows transmitter  would  have  worked  with  another  re- 
ceiver, and  that  the  failure  was  principally  due  to  some 
casual  factor  like  background  noise.  But  a  failure  it  was. 
"I  am  like  a  man  in  a  fog  who  is  sure  of  his  latitude 
and  longitude,"  Bell  wrote  his  parents  late  in  June.  "I 
know  that  I  am  close  to  the  land  for  which  I  am  bound 
and  when  the  fog  lifts  I  shall  see  it  right  before  me." 
Hubbard  was  not  encouraging;  on  July  2nd  he  wrote 
Bell,  "I  am  very  much  afraid  that  Mr.  Gray  has  an- 
ticipated you  in  your  membrane  attachment." 

Meanwhile  Bell's  relations  with  the  Hubbards  had  be- 
come complicated  by  his  relations  with  Hubbard's  charm- 
ing deaf  daughter  Mabel,  now  approaching  eighteen  and 
an  accomplished  lip-reader  able  to  speak  normally.  Dur- 


ing June  he  wrote  Mrs.  Hubbard,  "I  have  discovered  that 
my  interest  in  my  dear  pupil  .  . .  has  ripened  into  a  far 
deeper  feeling  ...  I  have  learned  to  love  her."  Mrs.  Hub- 
bard asked  him  to  hide  his  feelings  for  a  year  in  con- 
sideration of  Mabel's  age.  But  even  in  1875  such  aus- 
tere sentences  of  silence  were  seldom  served.  In  July- 
ill  again  and  despairing,  as  he  had  been  during  the  last 
months  in  London— he  burst  out  in  a  letter  to  Mabel,  "I 
have  loved  you  with  a  passionate  attachment  that  you 
cannot  understand,  and  that  is  to  myself  new  and  un- 
comprehensible."  For  a  time  thereafter,  the  Victorian 
maiden  shrank  from  a  face-to-face  encounter. 

To  judge  from  dates  and  events,  Bell's  invention  of  the 
telephone  was  inextricably  bound  up  with  his  love  for 
Mabel  Hubbard,  which  welled  up  just  at  the  time  of 
the  big  technical  breakthrough  and  would  come  to  frui- 
tion just  two  days  after  the  formation  of  the  Bell  Tele- 
phone Company.  Surely  it  is  not  too  romantic  to  call  her 
both  the  inspiration  and  the  prize  for  the  invention;  apart 
from  a  crucial  generic  figure— the  operator— she  is  the 
only  woman  to  loom  large  in  the  history  of  telephony. 
But  now,  in  the  second  half  of  1875,  comes  a  trough, 
a  slowing  of  pace— or,  perhaps,  the  eye  of  a  hurricane 
of  human  events. 

Bell  was  acutely  poor  and  in  such  depressed  health 
and  spirits  that  he  could  scarcely  carry  on  either  classes 
or  experiments.  '"  'Blood  ill-tempered  vexeth  you,' '  his 
father  wrote  him,  and  in  September  he  went  home  to 
Brantford;  there  he  revived  and  began  writing  telephone 
patent  specifications,  anticipating  the  final  triumph.  Back 
in  Salem  and  Boston  later 
that  fall,  and  taking  a  re- 
newed interest  in  lecturing 
on  Visible  Speech,  he  found 
himself  locked  in  a  classic 
conflict  with  his  partner,  the 
father  of  his  beloved.  "I  have 
been  sorry  to  see  how  little 
interest  you  seem  to  take  in 
telegraph  matters,"  Gardiner 
Hubbard  wrote  him  testily. 
"Your  whole  course  since  you 
returned  has  been  a  very 
great  disappointment  to  me, 
and  a  sore  trial." 

At  Thanksgiving,  Hubbard 
—an  impatient,  commanding 
man  used  to  the  exercise  of 
power— went  too  far,  like  a 
father  in  Italian  opera:  he 
tried  to  force  Bell  back  to 
telegraphy  with  promises  and 
threats  involving  Mabel.  Bell 
predictably  exploded,  and  a 
bitter  quarrel  ensued,  which 
ended  with  Bell  apologizing 
and  pleading,  "Please  bear 
with  me  a  little  longer."  But 
a  day  later— love  and  inven- 
tion trembling  in  unison  like 
tuned  reeds  in  Bell's  mind- 
he  and  Mabel  defiantly  be- 
came engaged. 

Bell   moved   his    residence 


Bell  loved  to  give 
public  demonstrations 
of  the  telephone,  but 
ironically  would  keep 
none  in  his  study 
at  home  because  he  re- 
sented the  interrup- 
tions when  working. 
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in  January,  1876  from  the  Sanders  house 
in  Salem  to  two  rooms  in  the  attic  of  a 
boarding  house  at  5  Exeter  Place,  Bos- 
ton, and  one  of  the  rooms  became  his 
principal  workshop;  there,  throughout 
January,  he  worked  feverishly  on  his  pa- 
tent specifications,  meanwhile  trying  to 
f~  perfect  the  gallows-type  electromagnetic 

r  telephone  transmitter  that  had  failed  so 
discouragingly  the  previous  June.  Early 
in  February  the  patent  application  was  finished,  and  on  the 
morning  of  February  14,  1876,  Hubbard  on  Bell's  behalf 
had  it  filed  at  the  Patent  Office  in  Washington. 

A  few  hours  later  the  same  day— the  precise  times 
are  not  recorded,  but  the  order  of  events  is  unquestioned 
— Elisha  Gray  came  to  the  same  Patent  Office  and  filed 
a  "caveat,"  or  warning  to  other  inventors,  for  a  speaking 
telephone.  On  those  lucky  few  hours'  priority  rest  Bell's 
legal  claim  to  the  telephone  patent— and  on  them,  ulti- 
mately, rests  the  foundation  of  the  Bell  System. 

This  is  not  the  place  for  a  full  discussion  of  U.S.  Pa- 
tent No.  174,465,  which  was  allowed  on  March  3,  1876 
and  issued  on  March  7,  which  would  be  the  subject  of 
thousands  of  pages  of  testimony  in  hundreds  of  suits  to 
annul  it,  all  unsuccessful;  and  which  would  be  called, 
with  few  challengers,  the  most  valuable  patent  ever  is- 
sued. Only  a  few  facts  and  speculations  about  it  need 
be  included  here. 

To  begin  with,  it  was  titled  "Improvements  in  Teleg- 
raphy," it  did  not  so  much  as  mention  the  word  "tele- 
phone," and  it  did  not  promise  the  electrical  transmission 
of  speech— only  of  "vocal  or  other  sounds,"  which 
might  mean  no  more  than  musical  sounds.  It  described 
two  general  methods  of  transmission:  one  by  induction 
caused  by  placing  a  membrane  near  an  electromagnet, 
the  so-called  magneto-induction  principle  used  in  Bell's 
unsuccessful  1875  transmitter,  a  method  to  flourish  brief- 
ly and  then  vanish  from  the  annals  of  telephony;  the 
other  by  causing  speech  to  bring  about  varying  resistance 
in  a  circuit— the  method,  vastly  superior  because  it  makes 
possible  amplification,  that  became  and  remains  the  ba- 
sis of  all  telephone  transmission.  The  crucial  point,  and 
the  bone  of  contention  in  the  ocean  of  later  litigation, 
was  the  manner  of  Bell's  inclusion  of  the  crucial  variable- 
resistance  principle  in  his  patent  application. 

The  rough  draft  of  Bell's  application  shows  the  single 
paragraph  on  the  variable-resistance  principle  written 
into  the  margin  of  a  page,  apparently  as  an  afterthought. 
Bell  later  maintained,  alluding  to  his  letter  to  Hubbard  of 
May  1875,  that  he  had  known  of  the  principle  for  a 
long  time,  and  moreover,  in  December  or  January  he 
had  given  George  Brown,  a  Canadian  friend  of  his  who 
was  planning  to  apply  on  his  behalf  for  a  British  patent, 
a  crude  sketch  of  a  variable-resistance  transmitter.  But 
the  fact  is  that  prior  to  his  patent  application  Bell  had 
not  made  any  experiments  with  variable-resistance 
transmission. 

Why  not— and  why  was  the  clause  in  his  application 
a  marginal  addition?  And  how  did  it  come  about  that 
Gray's  caveat  described  a  variable-resistance  transmitter 
using  acidulated  water— the  very  method  that  Bell  him- 
self would  begin  using  a  month  later? 

Bell's  own  explanation  was  that  "almost  at  the  last 
moment  ...  I  discovered  that  I  had  neglected  to  include 


. . .  variable  resistance,"  and  that  he  immediately  wrote 
it  in;  then,  in  the  days  immediately  after  his  filing,  he 
went  to  the  Patent  Office,  asked  to  see  Gray's  caveat  and 
was  properly  refused,  but  was  told  in  general  terms 
that  it  involved  variable  resistance  caused  by  a  wire  in 
liquid. 

Thus,  a  century  later,  certain  mysteries  remain  about 
Patent  No.  174,465.  The  coincidence  of  filings,  Bell's  last- 
minute  remembering  of  variable  resistance,  the  marginal 
addition  of  the  key  passage— circumstantial  evidence 
against  Bell,  or  nothing  but  red  herrings?  But  this  should 
be  clear:  underneath  the  legal  intricacies  and  the  suspi- 
cions of  foul  play,  it  appears  that  by  any  rational  standard 
Bell  actually  invented  the  telephone;  Gray  had  not  trans- 
mitted speech  at  the  time  of  the  filings  and  would  not  do 
so  for  many  months  afterward.  Indeed,  the  final  irony  of 


Western  Union,  the  AT&T  of  its  day  controlled  by  Com- 
modore Vanderbilt's  son  William  (left),  almost  took  over 
the  infant  telephone  industry  by  boldly  infringing  on 
Bell's  patents.  Bell's  company  was  saved  when  the  noto- 
rious Jay  Gould  raided  WU,  and  Vanderbilt  settled  with 
Bell  to  concentrate  on  Gould.  Gould  won  that  fight. 
Years  later,  AT&T  for  a  time  absorbed  Western  Union. 

the  drama  is  that  as  of  February  14th,  no  one  had  trans- 
mitted a  single  intelligible  human  word.  But  it  would 
not  be  long  before  someone  did. 

Back  in  Boston,  Bell  and  Watson,  with  the  patent  in 
hand,  went  furiously  to  work  to  make  it  come  true— Bell 
experimenting  in  his  Exeter  Place  attic,  Watson  making 
equipment  to  Bell's  specifications  at  the  Williams  shop  on 
Court  Street.  From  February  18  to  24  Bell  struggled  with 
the  harmonic  telegraph,  which  was  still  what  Hubbard 
wanted  him  to  concentrate  on. 

On  March  8,  back  from  his  trip  to  Washington,  he  was 
trying  to  transmit  the  sound  of  a  tuning  fork  by  magneto- 
induction  when  he  suddenly,  and  without  explanation, 
took  a  new  tack.  He  replaced  the  electromagnet  with  a 
dish  of  water  containing  sulphuric  acid,  thereby  introduc- 
ing the  variable-resistance  principle.  The  tuning  fork 
was  plucked,  and  Bell,  his  ear  pressed  to  his  now  -familiar 
reed  receiver,  reported  in  his  notes,  "A  faint  sound  and 
ible."  He  added  more  acid,  and  the  sound  became  loud 
er.  He  then  directed  Watson  to  build  a  new  transmitter 
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The 
Manager. 

He's  making  np  for  lost  time 
in  customer  payments. 


| 


Jim  isn't  taking  the  lag  in  customer  pay- 
ments lying  down.  He's  solving  the  problem 
with  a  new  banking  system  designed  for  his 
company  by  The  Northern  Trust. 
It's  actually  5  systems  in  one: 
A  cash  forecasting  information  system 
that  pinpoints  his  dollar  needs,  day-to-day 
and  long  term. 

A  cash  gathering  system  that  shaves 


days  off  transit  and  concentrates  cash  with- 
in easy  reach. 

A  disbursing  system  that  manages  pay- 
out to  give  him  controlled  use  of  funds. 

A  reporting  system  that  gives  him  up- 
to-the-minute  information  on  money  avail- 
able for  immediate  needs  and  investments. 

And  an  investment  system  that  puts  all 
the  idle  cash  to  work  earning  interest  in  the 


short  term  money  market. 

Put  them  all  together  and  what  have 
you  got?  A  profit  center  where  there  used 
to  be  a  problem  area.  Jim  can  tell  you.  So 
can  lots  of  other  cash  managers.  To  find  out 
more,  contact  your  Northern  Trust  calling 
officer  or  Michael  R.  Zook,  Vice  President 
at:  The  Northern  Trust  Bank,  50  S.  LaSalle 
St.,  Chicago,  60690.  (312)  630-6000. 


The  Northern  Trust  Bank 

Bring  your  financial  future  to  us. 


in  which  a  wire,  attached  to  a  dia- 
phragm, touched  acidulated  water  in  a 
metal  cup;  one  would  speak  downward 
into  the  diaphragm,  whose  vibration 
would  Cause  the  wire's  depth  of  immer- 
sion into  the  water  to  vary  and  thus 
presumably  set  up  varying  resistance  in 
/*~~  the  battery-powered  circuit. 

Working  with  his  customary  dispatch, 
Watson  had  the  new  transmitter  ready 
on  March  10,  and  that  historic  evening,  he  brought  it  to 
5  Exeter  Place  for  testing.  The  transmitter  was  set  up  in 
Bell's  workroom,  its  cup  filled  with  acid  water  and  the 
booming-voiced  Bell,  perhaps  now  trembling  with  antici- 
pation, bending  over  its  diaphragm.  Watson  went  into 
Bell's  bedroom  and  stood  by  the  bureau  with  his  sen- 
sitive ear  pressed  to  the  receiving  telephone.  Watson 
wrote  later,  "Almost  at  once  I  was  astonished  to  hear 
Bell's  voice  .  .  .  distinctly  saying,  'Mr.  Watson,  come  here, 


When  Thomas  Alva  Edison  created  the  phonograph  in 
1878,  Bell  was  deeply  chagrined.  "It  is  a  most  aston- 
ishing thing  to  me  that  I  could  possibly  have  let  this 
invention  slip  through  my  fingers,"  he  wrote. 


I  want  you!'  ...  I  rushed  down  the  hall  into  his  room 
and  found  he  had  upset  the  acid  of  a  battery  over  his 
clothes.  He  forgot  the  accident  in  his  joy  over  the  success 
of  the  new  transmitter."  Bell's  laboratory  notes,  written 
two  days  later,  read  in  part,  "I  shouted  into  M  [the 
mouthpiece]  the  following  sentence:  'Mr.  Watson— come 
here-I  want  to  see  you.'  To  my  delight  he  came  and  de- 
clared that  he  had  heard  and  understood  what  I  said."  It 
will  be  noted  that  in  Bell's  version  the  wording  of  the 
famous  first  telephone  utterance  is  slightly  different,  and 
that  he  does  not  mention  the  acid  accident.  No  matter; 
the  telephone  was  born  at  last. 

But  Bell's  and  the  telephone's  troubles  were  not  over;  in 
several  senses  they  were  only  beginning.  News  of  the 
first  transmission  of  intelligible  speech  failed  to  impress 
the  one  man  Bell  most  needed  to  impress— Gardiner  Hub- 
bard. On  March  13,  Hubbard  and  a  friend  of  his  climbed 
the  stairs  of  5  Exeter  Place  to  listen  for  themselves.  Some- 
thing went  wrong  with  the  equipment,  and  when  Bell 
spoke  into  the  transmitter,  Hubbard  could  at  first  hear 
nothing,  then  only  sounds  too  indistinct  to  understand. 
In  April,  Hubbard  wrote  Bell,  "If  you  could  make  one  good 
invention  in  the  telegraph,  you  would  secure  an  annual 
income  .  .  .  and  then  you  could  settle  that  on  your  wife 
and  teach  Visible  Speech  and  experiment  in  telegraphy 
with  an  easy  and  undisturbed  conscience."  In  May,  Hub- 
bard provided  a  sort  of  second-act  curtain  climax  when 


he  persuaded  Mabel  to  tell  Bell  that  she  would  not  marry 
him  until  he  completed  the  telegraph  device. 

Thus  sorely  tried  by  philistine  obtuseness  in  the  mo- 
ment when  he  should  have  been  crowned  with  bay  leaves, 
the  inventor  of  the  telephone— a  hot-headed  man  of  twen- 
ty-nine—kept his  head  like  a  hero.  Coolly  and  simultaneous- 
ly, he  continued  his  experiments  with  both  telegraphy  and 
telephony. 

He  began  varying  the  conditions  of  the  successful  March 
10th  experiment,  toc  improve  the  device's  reliability.  In- 
stead of  water*  and  acid  in  the  little  metal  cup,  he  tried 
plain  water  (no  sound),  cod  liver  oil  (no  sound),  salt 
water  (loud  sound),  mercury  (no  sound  because  com- 
plete electrical  contact),  soapy  water  (no  sound),  and 
liquor  (loud  sound).  And  now  comes  a  new  irony:  on  or 
about  April  1st,  he  apparently  concluded  that  the  variable- 
resistance  transmitter  could  not  be  made  reliable,  and 
abandoned  it  to  return  to  the  magneto-induction  trans- 
mitter that  he  had  worked  on  so  long  in  vain.  On  that 
date,  using  a  transmitter  in  which  a  piece  of  steel  spring 
was  glued  to  the  membrane  of  the  transmitter,  Bell 
achieved  the  first  successful  transmission  of  words  by 
magneto-induction. 

Now  he  had  an  instrument  that,  in  a  limited  way,  was 
practical,  and  was  to  be,  for  a  brief  moment,  in  com- 
mercial use.  Its  advantage,  apart  from  its  reliability,  was 
that  with  the  magneto  system  the  same  piece  of  equip- 
ment could  be  used  as  both  transmitter  and  receiver;  its 
disadvantage  was  that  the  signal  was  maddeningly  weak 
and  shouting  tended  to  be  necessary  to  achieve  audibility. 
The  irony  is  that  Bell,  in  achieving  a  degree  of  practicality, 
had  moved  from  the  potentially  superior  kind  of  trans- 
mitter to  the  inferior  kind. 

Now  came  a  burst  of  publicity,  perfectly  timed  and  at 
least  half  fortuitous,  that  put  the  existence  of  the  tele- 
phone in  the  public  consciousness  in  the  United  States 
and,  shortly  thereafter,  in  Europe. 

On  Sunday,  June  25th— a  stifling  midsummer  day  in 
Philadelphia,  and,  by  the  Little  Big  Horn  River  more  than 
two  thousand  miles  to  the  west,  the  day  of  the  famous 
death  of  General  George  Armstrong  Custer  and  his  men- 
Bell  demonstrated  his  telephone  to  a  panel  of  learned 
judges  at  the  Centennial  Exposition,  using  a  magneto 
transmitter  like  the  one  tested  on  April  1st.  It  not 
only  worked,  but  worked  under  the  most  favorable  ol 
circumstances. 

Dom  Pedro  II,  the  spirited,  convivial,  English-speaking 
Emperor  of  Brazil,  who  was  touring  the  United  States, 
attracting  royalty-loving  American  crowds  wherever  he 
went,  happened  to  be  at  the  Exposition  that  day,  and  by 
further  chance  he  had  happened  to  have  met  and  taken 
a  liking  to  Bell  at  the  Boston  School  for  the  Deaf  several 
weeks  earlier.  The  perspiring  judges  were  apparently  on 
the  way  to  ignoring  Bell's  exhibit  when  Dom  Pedro  at- 
tracted their  attention  to  it  by  coming  up  and  greeting 
Bell  as  an  old  friend.  After  first  explaining  the  principles 
of  his  still-impractical  harmonic  telegraph,  Bell  began  de- 
claiming Hamlet's  "to  be,  or  not  to  be"  soliloquy  into  In ^ 
telephone.  Dom  Pedro,  his  ear  pressed  to  the  receiver  it 
the  far  end  of  a  gallery,  started  from  his  chair  and  1 1 
out,  "I  hear,  I  hear!"  (In  another  version,  he  exclaimed 
in  Portuguese,  "My  God!  It  talks!")  The  most  distin- 
guished member  of  the  panel  of  judges-the  British  ph\si 
cist  Sir  William  Thomson,  later  Lord  Kelvin-took  his  turn 
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Elevator  Company 

Our  future  is  a  high-rise  health  care  center 


When  the  first  such  high-rise  health  care  complex 
is  built,  Otis  will  combine  modern  elevators,  escala- 
tors and  moving  walks  with  computer-controlled  sup- 
ply systems  and  horizontal  transporting  systems.  All 
designed  with  the  comfort  and  safety  of  the  patient 
uppermost  in  mind. 

Because  we're  concerned  with  people,  Otis  re- 
search is  working  now  on  ideas  to  help  the  next 
generation  live  longer  and  better  in  our  urban  centers. 

Otis,  a  company  in  motion. 


Snake  River/Idaho 


The  Accomplishers 
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...Our  Trust  Division  manages  some  $9-billion  in  assets,  providing  income  to  pensioners 
and  other  individuals  throughout  the  U.S.  and  overseas.  Consider  the  source.  __ 


Manufacturers  Hanover 
The  financial  source.Worldwide. 


You're  looking  at  some  of  the 
first  graduates  of  America's  first 

"railroad  university." 


Those  people  in  the  green  jackets  are  among  the 
first  to  graduate  from  our  new  technical  training  center 
at  McDonough.Ga.,  south  of  Atlanta.  Six  were  locomotive 
engineer  trainees,  one  an  electrician  and  one  a  mechani- 
cal supervisor. 

We've  nicknamed  the  school  "railroad  university." 
And  it's  the  first  of  its  kind  in  America. 

Most  disciplines  in  railroading  are  being  taught 
here.  The  guys  in  the  yellow  helmets  are  studying  car 
repairing.  The  ones  in  the  blue  are  learning  to  be  machin- 
ists. Those  in  the  red  helmets  are  studying  to  be  electri- 
cians. The  white-helmeted  guys  are  instructors,  and 


those  without  helmets  are  staff  members.  And  they're  not 
all  guys,  either,  as  you  can  see  from  the  picture. 

It  may  seem  strange  in  a  business  as  old  as  rail- 
roading that  the  first  "railroad  university"  should  open  its 
doors  in  1975.  But,  what  we  want  you  to  realize  is  that 
innovation  is  the  name  of  the  game  at  Southern  Railway 
because  we're  preparing  for  the  next  100  years  of 
our  history.  Southern  Railway  System,  Washington,  D.  C. 
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THE  RAILWAY  SYSTEM  THAT  GIVES  A  GREEN  LIGHT  TO  INNOVATIONS 


at  the  receiver  and  later  wrote  in  his 
formal  report,  "I  need  hardly  say  I  was 
astonished  and  delighted  .  .  .  This,  per- 
haps the  greatest  marvel  hitherto 
achieved  by  the  electric  telegraph,  has 
been  obtained  by  appliances  of  quite  a 
homespun  and  rudimentary  character." 
•^•"•JB^-rfj  "I  have  never  quite  forgiven  Sir  Wil- 
^^^^*™  liam  for  that  last  sentence,"  commented 
Watson,  maker  of  the  appliances. 
The  telephone  was  launched;  it  was  almost  ready  for 
commercial  use.  The  second  half  of  1876  was  devoted  to 
its  first  tests  under  operating  conditions,  and  to  the  es- 
tablishment of  a  rudimentary  business  organization.  On 
August  10th,  Bell  at  Paris,  Ontario  succeeded  in  hearing 
a  few  words  spoken  by  his  father  and  uncle  at  Brantford, 
several  miles  away.  It  was  a  one-way  call,  using  borrowed 
telegraph  wires;  nevertheless,  it  was  the  world's  first  tele- 
phone call  over  outdoor  wires. 

Early  in  September  Watson  became  the  forefather  of 
Bell  Laboratories,  agreeing  to  give  up  his  job  at  Williams' 
shop  and  devote  himself  to  development  of  telephony  and 
telegraphy  in  exchange  for  a  one-tenth  interest  in  any  and 
all  Bell  patents.  On  October  9th,  using  magneto  telephones 
designed  to  both  transmit  and  receive,  Bell  and  Watson 
carried  out  the  first  two-way  conversation  over  outdoor 
wires  between  Boston  and  Cambridge,  on  opposite  sides 
of  the  Charles  Biver.  "Ahoy!  Ahoy!  Are  you  there?"  Bell 
shouted.  After  a  delay,  Watson  ahoyed  back,  and  Bell 
said  testily,  "Where  have  you  been  all  this  time?"  just  like 
someone  whose  call  has  not  been  returned. 

The  demonstration  that  seems  most  to  have  astonished 
the  people  of  Boston  occurred  in  January,  1877,  when  a 
Japanese  student  of  Bell's  and  two  countrymen  who  were 
Harvard  students  tried  Bell's  equipment  at  Exeter  Place 
and  found  it  worked.  Yankee  Boston  was  thereby  con- 
vinced the  telephone  was  no  trick— it  could  speak  Japanese! 
However,  this  procession  of  encouraging  tests  was  paral- 
leled by  a  period  of  despondency  about  the  telephone's 
commercial  promise,  and  by  a  resulting  "near-disaster  for 
the  Bell  commercial  interests.  In  November,  Watson  felt 
that  technical  development  had  come  to  a  dead  end;  the 
telephone  "would  talk  moderately  well  over  a  short  line, 
but  the  apparatus  was  delicate  and  complicated  and  it 
didn't  talk  distinctly  enough  for  practical  use."  In  despair, 
he  consulted  a  spirit  medium  "to  see  if  there  was  any  help 
to  be  got  from  that  source";  apparently  there  was  none. 
Meanwhile,  Hubbard's  old  skepticism  about  telephony 
was  increased  when  he  caught  the  new  contagion  of  pes- 
simism; and*  sometime  during  the  fall  or  winter  of  1876-7— 
the  date  is  ^unrecorded,  and  the  exact  facts  unknown— he 
seems  to  have  offered  all  rights  in  the  telephone  to 
President  Orton  of  Western  Union  for  $100,000.  Orton 
flatly  rejected  the  offer,  for  reasons  that  are  unre- 
corded. He  had  had  previous  conflicts  with  Hubbard  over 
matters  of  telegraphy,  and  frankly  distrusted  and  disliked 
the  man.  Was  it  for  this  reason  that  this  leading  business- 
man turned  down  the  core  and  basis  of  the  future  greatest 
corporation  on  earth?  Of  such  frail  human  stuff,  at  any 
rate,  have  been  made  many  other  pivotal  business  de- 
cisions, good  and  bad. 

With  the  issuance  to  Bell  in  January,  1877  of  his  second 
basic  patent— No.  186,787,  covering  the  combined  receiver- 
transmitter  instrument  and  various  of  its  mechanical  fea- 


tures—the telephone  was  protected  by  a  patent  fortress 
that  would  prove  impregnable  to  hundreds  of  assaults. 

On  April  4th,  the  first  permanent  outdoor  telephone 
wire  was  strung  between  the  Williams  shop  at  109  Court 
Street  and  Williams  home  in  Somerville,  three  miles  away; 
on  May  1st,  the  first  telephones  were  rented  for  business 
use— a  private  line  between  the  Boston  office  of  a  young 
banker  and  his  home  in  Somerville;  and  later  that  month, 
the  first  experimental  switchboard  exchange  was  opened  in 
Boston  by  E.T.  Holmes,  as  an  adjunct  to  his  electric  bur- 
glar-alarm system. 

Meanwhile,  Bell  and  Watson  had  for  the  most  part 
abandoned  the  laboratory  to  devote  themselves  to  pub- 
licizing the  telephone 
through  public  lecture- 
demonstrations  in  Boston 
and  other  northeastern 
cities.  They  seem  to  have 
taken  to  this  new  show- 
business  aspect  of  their 
work  like  ducks  to  water. 
Bell  would  sit  on  the 
stage  of  the  lecture  hall 
with  a  telephone  beside 
him,  and  there  would  be 
three  or  four  other  receiv- 
ing instruments  placed 
around  the  hall. 

Watson,  along  with  va- 
rious musicians,  would  be 
at  a  remote  point  five  to 
twenty-five  miles  away, 
with  a  telephone  connect- 
ed to  the  lecture  hall  by 
a  hired  telegraph  wire.  A 
cornet  player  or  a  brass 
band  would  broadcast 
lustily  over  the  wire,  to  the  audience's  astonishment;  but 
the  star  of  the  show  was  usually  Watson— in  whom,  as 
he  put  it,  "two  years  of  strenuous  shouting  into  mouth- 
pieces of  various  sizes  and  shapes  had  developed  a  voice 
with  the  carrying  capacity  of  a  steam  calliope." 

"How  do  you  do?  Good  evening!  What  do  you  think  of 
the  telephone?"  Watson  would  bellow  to  Bell  and  the 
audience.  Then  he  would  sing  songs,  including  "Hold  the 
Fort,"  "Yankee  Doodle,"  "Oh!  'Twas  My  Last  Cigar," 
"Auld  Lang  Syne,"  and  everybody's  favorite,  "Do  Not 
Trust  Him,  Gentle  Lady."  According  to  Watson,  "This 
repertoire  always  brought  down  the  house." 

Not  all  of  the  lectures  were  successful;  at  one  of  them, 
in  Lawrence,  Mass.  on  May  28th,  the  equipment  somehow 
failed  and  not  a  sound  could  be  heard,  making  the  event 
a  total  fiasco;  and  the  strain  of  them  gave  Bell  head- 
aches and  a  nervous  rash.  But  the  successful  ones  had 
their  effect  on  Hubbard,  and  by  summer  he  was  ready 
to  accept  both  the  telephone  as  the  basis  for  a  business 
and  its  inventor  as  a  son-in-law. 

Somewhere  along  the  way  Hubbard  had  made  what 
would  prove  to  be  one  of  the  key  decisions  in  telephony's 
corporate  history— the  decision  to  rent  telephone  service 
rather  than  to  sell  telephones,  apparently  based  on  a  previ- 
ous successful  experience  of  Hubbard's  in  leasing  shoe- 
making  machines.  On  July  9th,  the  Bell  Telephone  Com- 
pany, superseding  the  Bell-Hubbard-Sanders  patent  part- 


Bell  with  his  wife,  the  former 
Mabel  Hubbard,  who  was  both 
the  inspiration  and  prize  for 
the  telephone  invention. 
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nership,  was  formed  as  a  voluntary,  un- 
incorporated  association  with  Hubbard 
as  trustee;  on  August  1st,  the  first  5,000 
shares  of  Bell  stock  were  issued,  as  fol- 
lows: Thomas  Sanders  and  Mabel  Hub- 
bard, 1497  shares  each;  Gardiner  Hub- 
bard, 1387  shares;  Thomas  A.  Watson, 
499  shares;  Gertrude  McC.  Hubbard, 
100  shares;  Charles  Eustis  Hubbard 
(Gardiner's  brother),  10  shares;  and 
Alexander  Graham  Bell— who,  with  characteristic  impul- 
siveness, had  turned  over  all  but  a  token  holding  to 
Mabel— 10  shares. 

Bell  was  to  be  the  company's  "electrician"  at  a  salary 
of  $3,000  a  year,  and  Watson,  besides  being  "superinten- 
dent" in  charge  of  research  and  manufacturing,  was  for 
a  brief  time  its  bookkeeper.  At  last— to  complete  the  al- 
most implausibly  story-book  plot  of  the  beginnings  of 
AT&T  and  of  American  telephony— on  July  11th,  1877, 
Bell  and  Mabel  Hubbard  were  married  with  the  bride's 
parents'  blessing  in  their  home  on  Brattle  Street,  Cam- 
bridge. At  the  wedding,  Tom  Watson  wore  white  gloves 
for  the  first  time  in  his  life.  Early  in  August,  after  a  stay 
in  Brantford  with  Bell's  parents,  the  couple  sailed  for 
England  to  begin  what  would  be  a  forty-five-year  mar- 
riage and,  by  all  accounts,  an  unusually  happy  one. 

Bell  was  an  inventor,  not  a  corporate  officer;  he  had  a 
sense  of  a  mission  accomplished.  Already  his  mind  was 
straying  to  other  matters.  He  held  his  job  and  sat  on  the 
Bell  Telephone  board  until  1879,  when  Gardiner  Hub- 
bard, accused  by  the  Boston  financiers  who  were  coming 
to  hold  the  purse  strings  of  "fiscal  irresponsibility,"  was 
replaced  as  president  by  William  H.  Forbes;  then  Bell 
left  the  board  at  his  own  request.  The  following  year,  after 
differences  with  Forbes  on  various  matters,  he  resigned 
from  the  company. 

Between  1879  and  1883,  he  and  Mabel  sold  enough 
of  their  shares,  wildly  rising  in  the  markets,  to  put  them 
modestly  in  the  millionaire  class.  But  only  modestly.  Be- 
cause of  the  voracious  demands  of  the  expanding  busi- 
ness for  new  capital,  and  the  fact  that  all  of  the  founders 
sold  off  most  of  their  original  shares  too  soon,  no  mighty 
self-perpetuating  fortunes  came  out  of  telephony  in  Amer- 
ica; no  Ford,  Rockefeller,  or  Duke  now  survives  as  a 
"telephone  heir." 

Sanders  lost  most  of  his  money  in  the  1890s;  Hub- 
bard died  in  1897,  well-to-do  but  not  extremely  rich; 
Watson  used  his  stake  from  the  telephone  to  support  a 
vivid  and  varied  later  life;  and  Bell  used  his  to  live  as 
he  pleased  and  do  what  he  liked. 

He  invented  what  he  called  a  Photophone,  which  could 
actually  transmit  sound  for  a  short  distance  over  a  beam 
of  light,  and  thus  anticipated  current  work  in  fibre  op- 
tics—but had  no  practical  application  in  its  time.  He  con- 
ceived an  early  artificial-respiration  device,  an  apparatus 
(before  X-ray)  to  locate  metal  objects  within  the  human 
body,  and  a  hydrofoil  boat  that  could  go  seventy  miles 
per  hour.  He  conducted  extensive  experiments  with  man- 
lifting  kites  with  the  aviation  pioneer  Samuel  P.  Langley. 
Meanwhile  he  pursued  what  he  always  regarded  as  his 
life-work,  teaching  the  deaf  to  speak. 

Watson  spent  four  years  with  the  fledgling  company, 
made  several  significant  technical  contributions  and  then 
resigned  to  seek  "a  larger  life  and  new  experiences."  He 


found  both.  He  married  a  Cohasset  girl  and  bought  a 
farm  in  East  Braintree,  Mass.;  he  read  and  speculated 
about  reincarnation;  he  studied  speech  and  geology;  he 
started  an  adult-education  center,  a  kindergarten,  and  a 
political  association  based  on  the  Utopian  socialist  ideas 
of  Edward  Bellamy.  In  1897  he  embarked  on  a  naval  ship- 
building venture  and  lost  a  bundle.  Undaunted,  he  plunged 
in  gold  mining  and  lost  some  more.  In  1910— middle-aged 
in  body  but  not  in  spirit— he  studied  acting  in  London, 
and  then  spent  a  season  as  a  touring  Shakespeare  player, 
appearing  in  rural  British  theatres  and  suffering  insect 
bites  in  village  boarding  houses.  He  died  in  1934,  at  the 
age  of  eighty,  with  a  tidy  fortune  of  about  half  a  mil- 
lion dollars. 

Bell  died  of  diabetes  in  August,  1922,  full  of  years  and 
honors;  Mabel  Bell's  death  followed  five  months  later. 

Achieving  an  almost  Shakespearean  cadence  under  the 
stress  of  her  feelings,  Mabel  Hubbard  wrote  what  might 
well  stand  as  Bell's  epitaph  in  a  letter  to  her  son-in-law 
soon  after  Bell's  death:  "He  is  big  enough  to  stand  as  he 
is,  very  imperfect,  lacking  in  things  that  are  loveh  in 
other  men,  but  a  good  big  man  all  the  same.  .  .  ." 


Theodore  Vail  (left),  creator  of  the  modern  AT&T,  with 
founder  Bell.  Vail  ranks  with  Alfred  Sloan  and  Owen  Young 
as  a  managerial  genius.  He  was  also  a  brilliant  diplomat, 
which  saved  AT&T  from  ruin  when  nationalized  in  1918. 

By  year  1907  the  pressure  for  growth  had  taken  its 
toll  of  the  growing  company:  it  had  caused  a  financial 
drain  that  was  leeching  away  the  company's  strength  and 
making  it  a  potential  prize  for  whoever  could  finance 
it.  Between  1902  and  1907,  debt  grew  from  around  $60 
million  to  over  $200  million.  Earnings  were  DO  longer  suf- 
ficient to  finance-  expansion,  SO  new  Bell  securities  in 
quantity  came  to  be  available  to  the  public,  which,  In 
and  large,  showed  little  interest  in  them, 

The  financial  battle  over  AT&T,  which  bad  been  pre- 
viewed with  the  abortive  \\ 'idener-Elkins  foray  in  ISMS 
began  in  earnest  in  1902.  It  was  a  three-way  battle  in- 
volving the  doughty  Yankee  capitalists  who  had  been  in 
control  since  1880;  the  telegraph  man  Clarence  Mackay; 
and  a  syndicate  of  bankers  headed  b\  J.l'.  Morgan  & 
Company.  When  the  dust  would  finally  settle  Bve  yean 
later,  the  Yankee  capitalists  would  be  unhorsed  at  last. 
So  the  bankers,  led  by  J. P.  Morgan,  were-  in  effective  con 
trol,  and  the  man  they  installed  as  the-  new  president  of 
AT&T  on  May  1st,  1907,  was  Theodore  N.  Vail. 

Vail  had  been  the  general  manager  of  Bell  Telephone 
between  1878-1887,  a  period  when  subscribers  bad  been 
counted  in  the  hundreds  rather  than  the  millions,  when 
the  very  patent  on  the  telephone  had  been  in  ques 
tion,  when  calls  had  been  made  by  names  lalbei  than 
numbers. 
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mman. 

rumman  the  airplane  company? 

Grumman  the  lots-more  company. 


A  new  concept  in  modular  build- 
ings. Aluminum  truck  bodies  specially- 
designed  for  use  as  buses,  ambu- 
lances, emergency  vehicles, 
bookmobiles  and  more.  Plants  for 
converting  solid  waste  into  revenue 
by  recycling.  (Every  nation  needs 
revenue.)  Foundries  for  your  iron 
castings. 

Energy  conservation  systems.  Solar 
energy  applications.  Operating  room 
control  consoles  for  your  hospitals. 
Sewage  plants.  Electronic  data  proc- 
essing systems.  The  little  Ag-Cat 
plane  to  spray  crops,  and  the  big  F- 14 
to  defend  your  country.  Surveillance 
systems  to  watch  your  frontiers. 

And  if  you're  ambitious  enough  to 
have  your  own  space  program,  re- 
member that  Grumman  built  the  only 
vehicle  made  to  deliver  men  to  and 
from  the  moon. 


Grumman.  Where  people  make 
the  difference. 

The  common  denominator  of 
Grumman  is  people.  It  is  people  with 
a  particular  ability  to  transfer  some- 
thing they  learn  in  one  technology  an 
apply  it  to  another.  People  with  the 
imagination  to  find  opportunity  in  whe 
some  companies  would  regard  as  a 
problem. 

So  think  of  Grumman  not  just  as  ar 
aircraft  company,  not  just  as  a  remark 
ably  diversified  company,  but  as  a 
company  where  our  people  make  the 
difference. 

Grumman  Corporation,  Bethpage, 
New  York  11714. 

GRUMMAN 


from  the  moon. 

You  could  practically  start  your  own  country 
rath  what  Grumman  is  into. 


Vail  resigned  all  connection  with 
American  Bell  in  September,  1887  be- 
cause of  a  fundamental  philosophical 
difference  between  himself  and  the  Bos- 
ton financiers  who  then  controlled  the 
company.  Vail  was  a  man  with  a  broad 
vision.  He  wanted  more  stress  put  on  ser- 
vice, on  research  and  development  and 
™<  on  expansion,  even  at  the  expense  of  im- 
mediate profits.  The  Boston  group  was 
primarily  interested  in  the  size  of  the  current  dividend. 
Vail's  life  since  his  departure  from  American  Bell  had  been 
that  of  a  gentleman  farmer,  investor,  and  adventurer. 
He  had  developed  a  hydroelectric  power  plant  in  Ar- 
gentina. It  was  clearly  an  interesting  life,  and  evidently 
a  satisfying  one.  But  some  time  just  after  the  turn  of  the 
century,  fortune-tellers  in  both  Paris  and  London  had  told 
him  that  he  was  destined  to  do  his  greatest  work  after 
sixty— and,  more  to  the  point,  he  remembered  the  predic- 
tions  and   repeated   them   to   his   family   and   friends.    In 


In  its  very  early  days,  Bell  Telephone  experimented 
with  male  operators,  who  were  an  instant  and  memorable 
disaster.  In  a  job  requiring  patience  and  tact,  they 
frequently  shouted  and  swore  at  the  customers. 

1905— the  year  he  turned  sixty— his  wife  Emma  died,  and 
less  than  two  years  later  his  only  son,  Davis,  followed  her. 

Saddened,  and  deprived  of  immediate  family  (although 
he  thereafter  lived  much  of  the  time  with  his  sister, 
Louise  Brainard,  and  his  niece,  Katherine  Vail),  he 
was  ready  in  1907  for  the  distraction  of  new  challenges. 

Indeed,  over  most  of  the  previous  twenty  years  he  had 
been  watching  the  development  of  telephony,  and  of  his 
former  company,  from  afar  but  with  intense  interest.  In 
1901,  after  Hudson's  death,  he  was  asked  by  the  board 
to  assume  the  company's  presidency,  but  declined.  Never- 
theless, his  continuing  personal  feeling  about  AT&T  is 
eloquently  suggested  in  the  1901  memorandum,  in  which 
he  criticized  it  sharply  while  using  the  personal  pronoun: 
"The  worst  of  the  opposition  has  come  from  the  lack 
of  facilities  afforded  by  our  companies."  Not  "your"  com- 
panies, but  "our." 

In  1902— with  the  approval  of  the  Morgan  banking 
group,  which  was  then  making  its  preparatory  moves- 
he  was  elected  a  director  of  AT&T.  He  had  good  reason 
for  allying  himself  with  the  Morgan  Group.  It  was,  after 
all,  his  differences  with  the  conservative  Bostonians,  with 
their  rather  narrow  and  aristocratic  concept  of  the  busi- 
ness, that  had  led  to  Vail's  departure  in  1887;  now  came 
the  insurgent  New  York  and  London  bankers,  with  larger 
visions  of  a  comprehensive  system  of  nationwide  commu- 
nications—the very  visions  Vail  had  nourished  from  the 


first.  And  so  when  Vail  came  at  last  to  power  in  1907  it 
is  unmistakable— and  it  was  natural— that  he  should  come 
as  a  respresentative  of  the  banking  group  that  now  held 
the  company  in  financial  thralL 

But  had  Vail  fallen  heir  to  a  prize  or  to  a  moribund 
invalid?  In  1907,  according  to  the  Census  Bureau  report, 
the  Bell  System  had  3,132,000  telephones  in  service  to 
about  2,987,000  for  the  independents  exclusive  of  farmer 
mutual  systems.  More  competitive  Bell  policies,  the  fail- 
ure of  many  independents,  and  the  purchase  of  others  by 
AT&T  had  served  to  turn  around  the  situation  of  a  few 
years  earlier,  and  restored  Bell's  numerical  lead.  But  the 
battle  was  far  from  over,  and  the  interim  winner  was  a 
company  in  extremis. 

Financially,  the  battle  had  left  it  hanging  on  the  ropes. 
Frequently  poor  service  and  heavy-handed  competitive  tac- 
tics had  resulted  in  a  terrible  public  image  of  it.  Inter- 
nal struggles  for  power  had  left  its  management  largely 
devoid  of  aggressive  and  creative  leadership.  A  concomi- 
tant of  this  lack  was  a  demoralized  employee  force;  as  a 
result  of  poor  supervision  and  planning,  plant 
work  in  the  Bell  System  was  notoriously  dan- 
gerous—in some  years  there  were  fifty  or  more 
fatalities,  mostly  resulting  from  falls  from  high 
poles— and  jobs  as  operators  were  shunned  by 
many  respectable  women  because  of  the  com- 
pany's not  wholly  undeserved  reputation  for 
laxity  in  controlling  the  conduct  of  its  male 
office  employees.  Finally,  in  the  technical  area 
the  business  had  simply  outrun  technology;  in 
particular,  most  of  the  long-distance  circuits 
were  plagued  with  such  noise  and  delays  as  to 
deter  all  but  the  most  determined  callers,  and 
coast-to-coast  service  was  still  technologically 
impossible. 

All  in  all,  a  company  that,  for  all  of  its  monetary  pow- 
er and  profitability,  appeared  in  imminent  clanger  of  a 
plunge  into  oblivion— a  fact  not  unnoticed  by  investors, 
who  saw  its  stock,  which  had  sold  as  high  as  186  in 
1902,  sink  in  1907  to  a  low  of  88. 

As  the  new  president,  Vail  apparently  had  an  unrestrict- 
ed free  hand  except  in  financial  policy.  The  man  he  was 
practically,  though  not  nominally,  accountable  to  in  that 
matter  was  J. P.  Morgan,  holder  of  the  purse  strings. 
Through  the  early  part  of  Vail's  presidency,  Morgan  was 
effectively  serving  as  chairman  of  AT&T's  board  of  direc- 
tors, even  though  in  fact  he  did  not  sit  on  the  board  at 
all,  preferring,  as  he  so  often  did,  to  exercise  his  influence 
from  behind  the  scenes  while  delegating  formal  power  to 
nominees  he  could  count  upon.  Such  a  nominee  was  Vail. 

The  amount  of  Morgan's  influence  on  Vail's  policies 
as  president  of  AT&T  is  a  matter  for  debate,  since  it  is 
little  recorded  in  company  documents;  such  an  astute  sin 
dent  of  the  company  as  Robert  K.  GreenleaJ  believes 
that  it  was  greater  than  has  been  generally  recognized. 
What  is  certain,  however,  is  that  Vail,  with  a  sure  touch 
so  rare  in  corporate  management  as  to  amount  to  a  kind 
of  genius,  identified  the  problems  facing  AT&T  and  dealt 
with  them  so  successfully  that,  within  little  more  than  a 
decade,  he  transformed  a  battle-scarred  and  none  too 
public-spirited  company  not  far  from  collapse  into  the 
modern  Bell  System. 

Almost  his  first  move  was  to  test    the   financial   cli 
mate  prevailing  in  the  new    regime.   A   representative  ol 
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Why  the  last  five  years  saw  us  grow 

from  2  units  in  plaoe  to  12,895 
field  that's  as  competitive  as  they  come. 


the  data  terminal  business,  it  takes  more  than  a 
eat  product  to  produce  that  kind  of  upward  motion, 
t  also  takes  a  combination  of  instant  response  and 
perior  service. 
That's  why  TCI  is  not  just  growing,  but  growing  fast, 
om  ground  zero  in  1969  to  355  units  placed  by  1971, 
540  by  1973, 12,895  by  1975.  And  we've  grown  in  the 
e  of  stiff  competition.  By  developing,  making  and 
vicing  quality  data  terminals  and  other  communi- 
ions  equipment.  Tailored  to  the  needs  of  users  like 
tel  and  motel  systems.  Medicine. Trucking.  Insurance 
lustries.  With  a  demonstrated  willingness  and 
lity  to  customize  equipment  for  special  needs. 


More  evidence  of  our  growing  power:  a  service 
network  that  now  has  people  in  more  than  90  cities.  . 
And  service  is  coordinated  from  our  Raleigh  head- 
quarters, so  any  problem  gets  24-hour  attention. 

All  of  which  makes  TCI  pretty  unusual  Fast  and 
flexible,  yet  stable  and  reliable.  With  the  solid  backing 
of  a  $3.3  billion  blue  chip  corporation.  All  of  which 
makes  us  a  company  with  what  it  takes  to  keep  right 
ongoing.  And  growing.  Terminal  Communications  Inc., 
3301  Terminal  Drive,  Raleigh,  North  Carolina  27611. 


TERMINAL 
COMMUNICATIONS  INC. 


^|/^  Subsidiary  of 
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^tW  TECHNOLOGIES 
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The  growing  food  problem. 
What  we're  doing  about  it: 


Much  of  the  world  lives  on  corn, 
soybeans  and  rice. 

Trouble  is,  there  just  isn't  enough 
to  go  around. 

What  can  we  do? 
Monsanto  has  many  ways  to  help 
produce  more  food  per  acre  and  more 
food  per  harvest.  One  way  is  called  Lasso® 
herbicide,  a  weed  control  product  that  can  help  increase  corn 
and  soybean  yields. 

In  response  to  the  needs  of  rice-producing  nations,  we  have 
developed  Machete®  herbicide  for  sale  outside  the  United 
States.  It  works  to  increase  the  production  of  rice  by  reducing 
weed  competition. 

Naturally,  there  are  many  customers  for  products 
like  these. 

And  because  there  are,  it  not  only  means  greater  crop 
yields,  but  more  manufacturing  plants  that  we're  building  all 
over  the  world  to  meet  this  growing  need.  On  Lasso  alone,  we'r4 
working  to  increase  world-wide  production  by  50%. 

Because  we  want  the  world  to  reap  the  benefits  of  J 

products  ,hatcome  from  ^Qnsant0 

the  science 
company. 

FOR  OUR  LATEST  ANNUAL  REPORT 

WRITE  L3  MONSANTO  COMPANY 

800  N.  LINDBERGH  BLVD , 

ST  LOUIS,  MO  63166 

VISIT  MONSANTO'S  'AMERICA  THE  BEAUTIFUL'  SHC  ALT  DISNEY  WORLD  IN  FLORIDA  ITS  c 


Baring  Brothers  of  London,  concerned  about 
his  firm's  inability  to  sell  any  part  of  its  huge 
inventory  of  AT&T  bonds,  visited  Vail  on  one 
of  his  first  days  in  office.  "Don't  worry,"  Vail 
told  him.  "You  will  get  rid  of  those  bonds  and 
want  more  of  our  bonds  before  the  year  is 
out."  The  Baring  man  left  still  skeptical,  and 
told  his  associates  that  he  was  sorry  to  have  to  report 
that  the  new  president  of  AT&T  didn't  realize  the  finan- 
cial situation. 

A  couple  of  weeks  later,  in  late  May,  when  depressed 
conditions  in  the  stock  market  had  helped  drive  AT&T 
stock  down  to  around  115,  Vail  suddenly  announced  a 
new  stock  issue  of  about  220,000  shares,  to  be  offered 
to  existing  AT&T  stockholders  on  a  basis  of  one  new  share 
at  $100  for  each  six  old  shares  held.  The  issue  was  an  as- 
tonishing success,  bringing  in  more  than  $20  million  in 
cash  and  setting  the  pattern  for  a  long  series  of  subse- 
quent new  stock  offerings  to  old  stockholders  on  a  rights 
basis.  More  crucially,  the  success  of  the  offering  restored 
the  financial  markets'  confidence  in  telephone  securities  and 
enabled  the  company  to  weather  the  terrible  national  panic 
later  the  same  year  with  its  credit  unshaken. 

Another  early  Vail  move— and  one  with  far-reaching 
effects  for  the  future  not  just  of  the  Bell  System  but  of 
American  industry— was  consolidation  of  research  and  de- 
velopment. Previously,  those  functions  had  been  fragment- 
ed between  the  AT&T  Engineering  Department  in  Bos- 
ton, which  established  standards  for  plant  design,  pre- 
pared central-office  specifications,  and  outlined  service 
requirements,  and  the  Western  Electric  engineers  in  New 


Vail's  closest  friend  and  associate  at  AT&T  was  Harry 
Thayer,  who  succeeded  Vail  to  the  presidency  in  1919. 
"Sometimes,"  Vail  told  his  biographer,  "old  Thayer  comes 
into  my  office  and  we  just  sit  back  and  look  at  each  other." 

York  and  Chicago,  who  carried  out  development  work. 
Now  Vail  concentrated  virtually  all  of  these  operations  at 
the  Western  Electric  plant  at  463  West  Street,  New  York, 
thereby  creating  the  lineal  ancestor  of  Bell  Laboratories 
and  laying  the  foundation  for  his  own  later  reputation 
as  the  inventor  of  basic  industrial  research.  (He  was  not 
its  inventor,  but  he  was  the  first  to  see  its  possibilities 
and  to  act  vigorously  to  realize  them. ) 

To  head  this  new  establishment,  Vail  made  the  first  of 
the  brilliant  staff  appointments  which  were  to  become  the 
chief  evidence  and  flower  of  his  genius.  The  man  he  chose 
was  John  J.  Carty,  who  had  been  a  pioneer  boy  telephone 
operator  in  1879  and  then  the  resourceful  young  discov- 
erer of  the  advantage  of  two-wire  telephone  circuits.  Since 


#  An  optimistic  report  on  a 
pessimistic  year* 


At  Sherwin-Williams,  were  feeling  optimistic. 

Although  earnings  are  down  from  last  year's 
record  level,  we've  come  out  of  our  most  recent  fiscal 
year  stronger  than  ever.  We  attribute  this  to  the  manage- 
ment decisions  we  made  several  years  ago  to  broaden  our 
product  base,  to  diversify  our  operations. 

Points  in  fact: 

Total  sales  were  up  to  $866,853,000  in  spite  of  a 
market  slowdown  in  the  durable  goods  and 
construction  industries. 

Non-paint  sales  in  our  1700  retail  stores  are  up  to 
over  $165  million  for  the  year. 

Retail  sales  overall  are  up  by  18%  over  last  year, 
thanks  partly  to  our  successful  new  product 
introduction  and  store  modernization  program. 

Automotive  refinish  sales  are  up  by  22%. 

Sherwin-Williams  Chemicals  fared  well  in  a  poor 
year  for  that  field,  because  we  had  switched  our 
emphasis  to  specialized  chemicals. 


Our  Auxiliaries  Group  (rollers,  brushes,  containers, 
etc.)  continues  to  show  positive  results,  especially 
now  that  our  Elgin,  Illinois,  Container  Plant  is  on 
a  total-operating  basis. 

And  we  divested  ourselves  of  operations  not  in 
keeping  with  our  long-term  profit  objectives. 

All  o{  these  factors  help  keep  us  in  a  position  of 
good  liquidity  and  financial  strength. 

We're  optimistic  about  the  future,  too. 

We  opened  a  home  decorating  store  of  the  future  in 
Charlotte,  N.C.,  called  Decorating  World. 

And  we're  about  ready  to  launch  expanded 
marketing  plans  in  some  of  our  major  markets. 

So  when  you  see  our  annual  report,  think  of  it  as 
as  interim  report.  Because  the  management  decisions 
that  got  us  through  a  poor  year  for  the  economy  should 
work  even  better  as  the  economy  recovers. 

For  a  copy,  write  The  Secretary,  The  Sherwin- 
Williams  Company,  101  Prospect 
Avenue,  N.W,  Cleveland, 
Ohio  44115. 


Adhesives  &.  Sealants  ♦  Aerosol  Specialties  ♦  Chemicals  ♦  Coatings  Applicators  ♦  Coatings 
Flavors  &.  Fragrances  ♦  Graphic  Arts  Services  ♦  Metal  Containers  ♦  Textile  Chemicals 
,©—  1975  The  Sherwin-Williams  Company 
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those  early  days,  C.arty  had  come  a  long 
way.  Now,  at  forty-six,  he  was  a  dapper, 
charming  man  with  a  beautiful  actress 
wife  and  one  of  the  most  ingenious  minds 
in  telephony— a  former  head  of  the  cable 
department  of  Western  Electric  and  for- 
mer chief  engineer  of  the  old  Long  Dis- 
f       Kfci  tance  Company,  with  two  dozen  separate 

1  telephone  patents  to  his  credit.  But  until 
1907,  his  exceptional  qualities  had  never 
been  fully  recognized  at  AT&T. 

Vail's  swift  appointment  of  the  self-educated  son  of  a 
Cambridge  bell-maker  showed  at  the  outset  that  the  com- 
pany's old  aristocratic  habit  of  weighing  breeding  heavily 
in  top  staff  appointments  was  at  an  end,  and  that 
AT&T  under  his  command  would  be  a  meritocracy. 
Most  of  Vail's  early  moves,  including  the  re- 
search-and-development  consolidation,  resulted 
from  Morgan's  urgent  warnings  about  the  need  for 
retrenchment,  as  embodied  in  a  letter  from  Morgan 
to  Vail  written  the  week  after  Vail's  appointment:  J 
"We  consider  it  of  vital  consequence  to  the  finan- 
cial welfare  of  the  Company  that  no  expenditures 
should  be  entered  upon  in  the  near  future,  except 
such  as  are  absolutely  necessary,  no  matter  what 
the  prospective  profits  on  other  expenditures  may 
be."  But  in  the  principal  activity  of  his  first  year— 
that  of  building  up  a  strong  staff  to  guide  the 
activities  of  the  whole  system  -he  acted  entirely 
without  direction,  and  began  to  reveal  his  philoso- 
phy of  management. 

That  philosophy,  it  would  later  become  clear, 
involved  leaving  telephone  network  operations  to 
practical  men  and  concentrating  conceptual  talent 
in  a  central  staff  consisting,  to  the  extent  possible, 
of  men  capable  of  the  vision  to  look  beyond  the 
immediate  problems  of  installing  telephones  and 
making  them  work,  to  the  larger  questions  like  the 
relations  of  the  company  with  the  communities  it 
served,  the  relations  between  people  within  the 
company,  and  the  relations  of  the  company  with 
government— men  with  a  touch  of  the  thinker  in  them, 
whose  thought  and  instinct  would  cause  them  to  avoid  deci- 
sions that  might  seem  right  today  but  prove  to  be  disas- 
trously wrong  tomorrow.  Eventually,  most  of  Vail's  key 
staff  men— Carty  and  Bancroft  Gherardi  in  engineering, 
Charles  G.  DuBois  in  accounting,  Carl  W.  Waterson  in 
personnel,  Reginald  H.  Burcher  in  plant,  to  name  just  a 
few— came  to  have  national  reputations  transcending  the 
boundaries  of  their  company  or  industry,  and  it  was 
in  large  part  the  work  of  such  men  that  would  give  Vail's 
administration  a  quality  of  statesmanship  rather  than  of 
mere  business  shrewdness. 

In  the  summer  of  1907,  feeling  his  way  into  the  job,  Vail 
chartered  a  yacht,  the  Mohican,  and  began  inviting  Bell 
System  officials  from  all  over  the  country  to  cruise  with 
him,  in  small  groups,  up  the  Hudson  and  along  Long  Is- 
land Sound.  According  to  his  biographer,  he  "listened  to 
their  problems,  entertained  them  in  regal  fashion,  and 
made  their  acquaintance  in  a  way  that  insured  close  co- 
operation and  friendship."  By  autumn,  his  efforts  to  re- 
vitalize the  staff  were  beginning  to  bear  fruit  in  improved 
sen  ice  and  better  employee  morale.  By  early  the  follow- 
ing year,  when  the  Annual  Report  for  1907  was  issued, 


Vail  was  ready  to  begin  committing  his  business  philoso- 
phy to  paper. 

Vail's  presidential  essays  in  AT&T  annual  reports  are 
like  nothing  else  in  American  business  literature,  before 
or  since.  They  are  personal,  revealing,  discursive,  some- 
times pontifical.  "If  we  don't  tell  the  truth  about  our- 
selves, some  one  else  will,"  Vail  said  in  1911— reversing 
the  secretive  attitude  of  management  that  was  the  tra- 
ditional and  accepted  one  of  the  time— and  in  telling  his 
version  of  the  trutla  to  stockholders  in  the  annual  reports, 
Vail  thought  nothing  of  running  on  for  twenty  or  thir- 
ty pages. 

However,  close  perusal  of  those  pages  was  usually  re- 
warding.    In   his   first   and   perhaps   most   famous   annual 

essay,  that  for  1907,  he  led 
off  with  a  section  entitled 
"public  relations"— by  which, 
as  the  context  made  clear,  he 
meant  not  advertising  and 
promotion,  but  the  whole 
scope  of  relations  between 
the  corporation  and  the  pub- 
lic. For  two  decades,  it  is  fair 
to  say,  the  corporation  had  in 
a  pinch  put  the  welfare  of 
its  stockholders  first  and  that 
of  its  customers,  the  tele- 
phone users,  second.  "Public 
relations"  in  the  Vail  sense 
had  thus  been  defensive,  de- 
signed to  keep  customer  dis- 
satisfaction within  manage- 
able bounds  and  to  forestall 
drastic  government  action. 

Now  Vail  introduced  the 
concept— all  but  new  to 
American  industry,  and  in- 
deed, outright  heresy  to  its 
leading  thinkers  then— that 
maximum  private  profit  was 
not  necessarily  the  primary 
objective  of  private  enterprise.  Profit  was  necessary  to 
ensure  the  financial  health  that  made  possible  renovation 
and  innovation  of  facilities;  but  it  was  only  one  element 
in  an  equation.  The  problem  was  to  achieve  a  proper 
balance.  It  was  a  new  concept  of  the  corporation. 

The  rest  of  Vail's  philosophy  as  originally  stated  flowed 
from  that  basic  tenet.  On  the  subject  of  regulation,  he 
said  in  the  1907  report  that  he  saw  "no  serious  ob- 
jection" to  public  control  over  telephone  rates,  "provided 
it  is  independent,  intelligent,  considerate,  thorough,  and 
just."  He  pointed  out  what  few  telephone  officials  had 
ever  before  thought  it  proper  to  point  out— that,  given 
the  profit  system,  cheap  rates  depended  on  high  use  thai 
made  possible  lower  unit  costs. 

As  to  telephone  competition,  Vail  had  no  good  word 
for  it.  Practically,  he  insisted  that  the  independent  promot- 
ers' promises  of  high  dividends  to  investors  and  low  rates 
for  telephone  users  had  proved  to  be  pie  in  the  sky;  most 
independents  were  unprofitable,  most  offered  erratic  ser 
vice,  and  many  were  now  asking  for  increased  rates  to 
increase  their  revenues.  Philosophically,  Vail  argued  that 
competition  simply  did  not  fit  the  telephone  business: 
"Two   exchange   systems   in   the   same   community,   each 


A  New  Temptation.  A  farm 

wife  who  had  had  telephone 

service  just  a  few  months  was 

asked  how  her  family  liked  it 

and  replied,  "Well,  we  liked  it 

a  lot  at  first,  and  do  yet, 

only  spring  work  is  coming  on 

so  heavy  that  we  don't  hardly 

have  time  to  listen  now." 
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serving  the  same  members,  cannot  be 
conceived  of  as  a  permanency.  .  .  .  The 
strength  of  the  Bell  System  lies  in 
[its]  'universality.' ' 

The  monopolist  tendency  so  evident  in 
those  words  was  a  view  wholeheartedly 
shared   by   Morgan   and   Vail.    Morgan, 
/^      S^i2  who  devoted  most  of  his  career  to  bring- 

ing about  consolidations  in  many  indus- 
tries, was  a  free-enterprise  monopolist 
who,  from  whatever  logic  or  motive,  simply  did  not  believe 
in  the  traditional  free-enterprise  view  that  competition 
serves  the  public  welfare;  probably  he  was  the  greatest 
monopolist  in  American  business  history.  Vail,  whose  early 
training  was  in  government  rather  than  in  private  business, 
had  come  to  the  telephone  business  uninfluenced  by  that 
tradition  and  steeped,  rather,  in  the  government  tradition 
that  public  services  are  best  supplied  by 
a  single  source. 

Apparently  Morgan  and  Vail,  from 
their  contrasting  points  of  view,  were  in 
agreement  in  wishing  to  make  AT&T  the 
sole  supplier  of  telecommunications  ser- 
vices in  the  United  States.  What  they  did 
was  to  continue  with  increased  vigor  the 
policy  of  buying  up  independent  tele- 
phone companies  and  adding  them  to  the 
Bell  System. 

As  time  went  on,  this  process  became 
increasingly  easy  and  less  productive  of 
public  outcry.  The  independents,  under- 
financed and  underequipped  to  main- 
tain their  plants,  came  more  and  more  to 
annoy  their  stockholders  with  bad  finan- 
cial results  and  their  subscribers  with  bad 
service.  When  the  word  leaked  out  that 
an  independent  telephone  company  was 
in  trouble,  Bell's  ally,  Morgan,  who  effec- 
tively    controlled      commercial      credit, 


In  1907  John  J.  Carty,  AT&T's  new 
and  first  R&D  chief,  halted  ex- 


needed  only  to  cut  off  that  company's"  Perimentation  with  the 'Trench" 


phone,  which  combined  the  trans- 
mitter and  receiver  in  a  single 
handset.  Why?  In  part  because  he 
just  didn't  like  it.  Not  until  1927 
would  AT&T  offer  "a  new  type  of 
telephone  having  the  transmitter 


money  supply  to  force  it  to  the  wall. 
Then  AT&T  would  make  an  offer  for  the 
company's  stock;  thus  the  company 
would  fall  easily  into  Bell  control  to  ev- 
eryone's benefit— the  stockholders  of  the 

failing  independent  company  happy  to    and  receiver  on  a  single  handle, 
be  bailed  out  of  their  investment,  its  tele- 
phone subscribers  benefitting  from  improved  service  and 
connection  with  Bell's  long-distance  lines.    (It  is  in  the 
methods  used  in  such  consolidations  that  Vail  has  most 
often  been  accused,  with  some  justice,  of  ruthlessness. ) 

By  1911,  the  Bell  System  had  collected  so  many  local 
companies  that  their  diversity  presented  a  management 
problem,  and  in  that  year  Vail  announced  a  consolidation 
of  them  into  a  much  smaller  number  of  state  and  regional 
companies,  thus  laying  out  the  geographical  lines  of  the 
Bell  associated  companies  much  as  they  are  today. 

But  meanwhile  a  far  more  grandiose  push  toward  a  tele- 
communications monopoly  was  under  way.  It  was  nothing 
less  than  consolidation  into  AT&T  of  the  Western  Union 
Telegraph  Company,  the  pioneer  and  giant  of  American 
telegraphy  that  had,  back  in  1878-79,  bent  every  ef- 
fort to  wrest  the  telephone  business  away  from  the  Bell 
interests.   Before  assuming  office  in   1907,  Vail  had  ex- 


pressed himself  as  favoring  the  acquisition  by  AT&T  of 
Western  Union's  great  rival  in  telegraphy,  Postal  Telegraph. 
However,  by  1908  Vail  had  changed  his  mind  and  de- 
cided that  AT&T's  foray  into  telegraphy  should  be  ac- 
complished by  gaining  control  not  of  Postal  but  of  Western 
Union.  "There  are  a  great  many  statistics  and  reasons," 
Vail  wrote  to  an  AT&T  director  in  that  year,  "why  it 
would  be  advantageous  to  the  company  to  acquire  the 
Western  Union  Telegraph  Company."  Apparently  the 
board  concurred  in  Vail's  view,  because  during  1909 
300,000  shares  of  Western  Union  stock  were  bought  pri- 
vately by  AT&T,  through  a  subsidiary,  at  prices  somewhat 
above  the  public  market  price.  This  block  of  stock— much 
of  it  acquired  from  the  heirs  of  Jay  Gould,  who  had  taken 
over  Western  Union  shortly  after  its  battle  with  the  Bell 
interests— constituted  30%  of  Western  Union,  and  was 
enough  to  give  AT&T  working  control. 

In  1910,  Vail  became  president  of 
Western  Union,  and  the  boards  of  the 
two  companies  were  rearranged  in  such 
a  way  that  they  had  seven  directors  in 
common,  including  Vail,  a  partner  in  J.P. 
Morgan  &  Company,  and  three  other 
bankers  generally  considered  to  be  Mor- 
gan allies.  Beginning  in  1911,  Western 
Union  financial  results  were  included  in 
AT&T  annual  reports. 

For  practical  purposes,  the  two  com- 
panies were  merged  into  one,  and  the 
implications  were  enormous.  Telephone 
subscribers  were  automatically  put  on 
the  credit  books  of  Western  Union,  and 
it  became  possible  for  the  first  time  for 
telegrams  to  be  sent  and  delivered  by 
telephone.  Long-distance  telephone  wires 
became  available  for  emergency  tele- 
graph use,  and  vice  versa.  Economies  in 
staff  and  plant  of  the  two  companies  were 
made  possible.  Western  Union  gained 
a  crucial  advantage  over  its  rival,  Postal 
Telegraph,  in  that  telegraph  messages 
received  by  telephone  could  be  routinely 
turned  over  to  Western  Union  even  when 
the  sender  did  not  specify  which  tele- 
graph company  he  chose  to  use. 

The  monopoly-bound  bandwagon  was 
rolling  along,  then:  Independent  tele- 
phone companies  were  falling  into  the  Bell  basket  by  the 
dozens,  and  now  the  largest  and  oldest  of  telegraph  com- 
panies had  come  into  Bell  control.  And  then,  three  years 
later,  came  one  of  the  astonishing  concessions,  amount- 
ing in  this  case  to  a  reversal  of  policy,  that  showed  Vail's 
flexibility  and  marked  him  as  a  business  statesman. 

Like  his  predecessors,  Vail  until  1912  was  adamant 
against  physical  connection  of  Bell  facilities  with  the  wires 
of  independents,  seeing  it  simply  as  giving  a  huge  ad- 
vantage to  a  competitor.  It  was  sound  business  sense, 
but  it  was  also  Vail's  least  public-spirited  policy.  Public 
pressure  for  interconnection  continued  to  mount,  and  it 
was  reflected  in  political  pressure. 

In  1912,  Clarence  Mackay  and  a  group  of  independent 
companies  protested  to  the  Department  of  Justice  that 
AT&T  was  operating  in  violation  of  the  antitrust  laws.  In 


January,  1913,  Attorney  General  George  W.  Wickersham 
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responded  by  advising  AT&T  that,  in  his 
opinion,  certain  of  its  currently-planned 
acquisitions  of  independent  companies  in 
the  Middle  West  were  indeed  in  violation 
of  the  Sherman  Antitrust  Act,  and  that 
same  month  the  Interstate  Commerce 
Commission,  which  had  assumed  jurisdic- 
/^jB  BJls25L  tl0"  over  the  telephone  business  in  1910, 
began  an  investigation  to  determine 
whether  or  not  AT&T  was  attempting  to 
monopolize  communications  in  the  United  States.  The  pres- 
sure was  mounting,  and  with  the  accession  that  spring  of 
the  new  Democratic  administration  under  Woodrow  Wil- 
son, it  mounted  still  more. 

Times  were  changing;  clearly,  the  people  and  their  rep- 
resentatives had  decided  that  the  Bell  System  was  becom- 
ing too  large  and  powerful,  and  the  question  of  whether 
or  not  the  power  was  being  used  benevolently  did  not  in- 
fluence that  opinion.  And  something  else  changed:  with 
the  death  in  March  1913  of  J.P.  Morgan,  the  strongest 
single  pressure  on  Vail  and  AT&T  in  the  direction  of  mo- 
nopoly-seeking was  lifted. 

Two  courses  were  now  open— to  push  on  toward  mo- 
nopoly at  the  expense  of  certain  public  hatred  and  a  prob- 
able huge  government  antitrust  suit  to  dismantle  the  com- 
pany, or  to  compromise.  Vail,  in  what  is  regarded,  with 
justice,  as  one  of  his  most  statesmanlike  acts,  chose  the 
latter  course. 

The  compromise  took  the  form  of  a  letter  dated  Decem- 
ber 19th,  1913  from  an  AT&T  vice  president,  Nathan  C. 
Kingsbury,  to  James  McReynolds,  Wickersham's  successor 
as  Attorney  General.  AT&T  and  its  associated  companies, 
Kingsbury  wrote,  "wishing  to  put  their  affairs  beyond  criti- 
cism and  in  compliance  with  your  suggestions  formulated 
as  a  result  of  a  number  of  interviews  between  us  during 
the  last  sixty  days,"  agreed  to  three  separate  actions:  first, 
to  dispose  of  its  holding  of  Western  Union  stock  "in  such 
a  way  that  the  control  and  management  of  [Western 
Union]  will  be  entirely  independent";  second,  to  purchase 
no  more  independent  telephone  companies  except  with  the 
approval  of  the  Interstate  Commerce  Commission;  third— 
and  perhaps  most  momentous— to  make  "arrangements  .  .  . 
promptly  under  which  all  other  telephone  companies  may 
secure  for  their  subscribers  toll  service  over  the  lines  of 
the  companies  in  the  Bell  System." 

The  "Kingsbury  Commitment,"  which  was  immediately 
hailed  by  the  leaders  of  the  independent  telephone  busi- 
ness as  a  great  victory,  and  by  President  Wilson  as  an 
act  of  business  statesmanship,  cost  AT&T  directly  about 
$10  million— $7.5  million  lost  in  the  sale  of  the  Western 
Union  stock,  and  another  $2.5  million  paid  to  J.P.  Morgan 
&  Company  to  restore  losses  sustained  by  the  bankers  in 
connection  with  pending  contracts  to  buy  up  independent 
companies. 

It  proved  a  boon  to  telephone  users,  first  because  now 
all  of  the  millions  of  subscribers  of  independent  companies 
gained  access  to  Bell  long-distance  lines,  and  second,  be- 
cause people  in  two-company  towns  no  longer  needed  to 
have  two  telephones  to  reach  any  of  their  fellow  citizens. 
In  corporate  and  economic  terms,  its  significance  went  far 
beyond  that. 

Selling  the  Western  Union  stock  signalled  the  end  of 
AT&T's  dream  of  a  national  telecommunications  monopoly; 
agreement  to  stop  buying  up  independents  meant  abandon  - 


An  important  trump 
against  independents  was 
Bell's  long-distance  lines. 
In  1913  Bell  finally  per- 
mitted interconnection. 


ing  the  dream  of  a  national 
telephone  monopoly;  and 
agreement  to  interconnection 
meant  giving  up  AT&T's 
chief  means  of  bringing  in- 
dependents to  their  knees. 
Taken  all  in  all,  the  Kings- 
bury Commitment  was  a  flat 
reversal  of  several  of  AT&T's 
key  policies  of  the  time,  and 
constitutes  one  of  the  three 
or  four  most  important  turn- 
ing points  in  the  history  of 
both  the  company  and  the 
telephone  industry  in  Ameri- 
ca. Moreover,  it  provides  a 
striking  example  of  the  reso- 
lution of  government-cor- 
poration conflicts  by  com- 
promise, and  sets  the  stage 
for  the  modern  era  of  the 
telephone. 

On  January  1st,  1912,  the 
British  government  finally  as- 
sumed full  ownership  and 
control  of  the  British  tele- 
phone system.  The  United 
States  now  stood  alone  among  major  nations  in  having  pri- 
vately-supplied telephone  service.  In  a  time  of  trust-bust- 
ing and  monopoly-hating  in  America,  pressure  began  to 
mount  for  a  government  takeover  here.  Vail  took  note  of 
this  movement  in  his  1911  Annual  Report,  issued  early  in 
1912,  but  his  tone  was  unworried  and  offhand:  "The  dis- 
cussion of  the  government  ownership  of  the  wire  [tele- 
phone and  telegraph]  companies  is  not  likely  to  become 
anything  more  than  academic,  at  least  for  the  present." 

It  became  a  good  deal  more  than  academic  in  1913. 
With  the  coming  of  the  new  Wilson  Administration  early 
that  spring,  the  U.S.  Postmaster  Generalship  was  assumed 
by  Albert  Sidney  Burleson,  who  would  shortly  make  clear 
that  he  believed  the  telephone  and  telegraph  systems  of 
the  nation  should  be  "postalized"— that  is,  taken  over  lock, 
stock  and  barrel  by  the  Post  Office  Department.  Burleson 
was  an  old-fashioned  Southwestern  populist  if  there  ever 
was  one.  Later  he  told  a  House  Committee  that  right  from 
the  start  of  his  term  in  office  he  had  favored  incorporation 
of  the  telephone  and  telegraph  into  the  Postal  Service  on 
the  basis  of  "the  provision  of  the  Constitution  which  re 
poses  in  Congress  the  power  to  establish  post  offices  and 
post  roads."  "I  have  never  been  able  to  understand,"  Burle- 
son went  on,  "why  the  use  of  wires  should  be  denied  for 
the  transmission  of  communications,  any  more  than  the 
use  of  man  on  foot,  or  a  boy  on  a  horse,  or  the  stage 
coach  .  .  ." 

•  He  immediately  got  strong  support  from  several  Rep- 
resentatives, led  by  David  J.  Lewis  of  Maryland,  who  col 
laborated  with  him  in  the  preparation  oi  a  bill  foi  gov- 
ernment ownership.  That  December,  Congressman  Lewis 
made  two  important  speeches,  one  in  \ew  York  Cit)  and 
one  in  Congress,  flatly  calling  for  "postali/.ation  ol  the 
telephones  and  telegraphs."  Newspaper  editorial  writers, 
and  the  government  Commercial  Engineer's  Office,  came 
to  the  defense  of  AT&T;  nevertheless,  Burleson  shortlj 
submitted  to  Congress  a  repeat,  prepared  bj  three  mem- 
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CEMENT.  THE  SKITS  THE  LIMIT. 


Things  are  looking  up  for  portland 
cement,  the  key  ingredient  in  con- 
crete. Concrete  skyscrapers  get  taller 
and  taller.  Architects  and  builders 
keep  finding  ingenious  new  uses  for 
this  versatile  building  material. 

Today's  manufacturers  of  cement 
have  ample  reason  for  optimism.  De- 
mand is  on  the  rise.  Excess  capacity 
is  no  longer  the  problem  it  was.  Indus- 
try forecasts  are  uniformly  favorable. 

As  the  leading  cement  producer  in  the 
entire  Western  Hemisphere,  Lone  Star 
Industries  is  in  a  unique  position  to 
take  advantage  of  this  situation. 


U  S  CEMENT  CONSUMPTION 
(millions  of  Ions) 


100 


1947    50 


Beyond  this,  Lone  Star  is  also  deeply 
committed  to  another  field  that  has 
shown  strong  growth.  We're  a  leading 
retail  distributor  of  do-it-yourself 
building  materials,  through  a  network 
of  Home  Care  Centers. 

Two  industries  on  the  move.  And  Lone 
Star  is  well  positioned  in  both  of  them. 
We  call  that  being  in  the  right  place  at 
the  right  time. 

If  you'd  like  to  know  more  about  us, 
write  to  us  at  One  Greenwich  Plaza, 
Greenwich,  Connecticut  06830. 


LOMEvV 
STAR  M 

INDUSTRIES 


THE  RIGHT  PLACE  AT  THE  RIGHT  TIME 


bers  of  his  staff,  advocating  government 
acquisition. 

Vail  in  his  1913  report  reacted  to  these 
developments  with  a  discourse  on  the 
rights  of  property  owners,  an  admonition 
to  stockholders  to  "rest  quietly  and  not 
be  scared  or  frightened  into  sacrifice  of 
their  securities"  (the  price  of  which  was 
^  being  seriously  depressed  by  the  offiical 
statements),  and  the  memorable  homily, 
"all  monopolies  sbould  be  regulated.  Government  owner- 
ship would  be  an  unregulated  monopoly." 

However,  although  government  pressure  for  "postaliza- 
tion"  abated  in  1914  in  the  excitement  over  the  outbreak 
of  war  in  Europe,  the  worries  of  AT&T  stockholders  did 
not,  and  in  that  year's  Annual  Report-his  longest  so  far, 
with  seventy-two  fulsome  pages— Vail  permitted  himself  to 
tell  them,  "It  is  perfectly  within  the  bounds  of  conservatism 
to  say  that  the  American  Telephone  and  Telegraph  Com- 
pany and  associated  companies 
were  never,  as  a  whole,  in  a 
more  satisfactory,  if  as  satisfac- 
tory, a  position." 

The  year  1917  brought  United 
States  entry  into  the  war  in  Eu- 
rope, and  with  it  a  whole  new 
situation  in  the  U.S.  telephone 
business.  Even  before  the  United 
States  declaration  of  war  that 
April,  a  test  mobilization  of  na- 
tional telephone  facilities  was 
conducted  during  which,  for 
three  days,  the  Navy  Depart- 
ment successfully  used  nothing 
but  Bell  System  facilities  for  all 
communications  between  headquarters  in  Washington  and 
all  naval  yards  and  stations  and  ships  at  sea.  After  the 
declaration,  demands  on  the  domestic  telephone  network 
soared,  huge  quantities  of  equipment  were  shipped  to 
France  for  the  establishment  of  a  complete  American  tele- 
phone network  there,  and  in  a  year  or  so  14,000  Bell 
System  employees  left  to  form  fourteen  Signal  Corps  bat- 
talions of  the  American  Expeditionary  Force. 

With  the  coming  of  war,  agitation  for  government  own- 
ership greatly  increased,  and  many  who  had  formerly  op- 
posed it  became  converted.  Government  takeover  of  the 
railroads  that  December  fanned  the  flames;  thereafter,  ad- 
vocates of  a  telephone  takeover  argued  that  government- 
run  railroads  and  privately-run  wire  communications  con- 
stituted a  logical  inconsistency.  Newspaper  editorials  urged 
a  wire  takeover,  and  Post  Office  officials  spoke  about 
eliminating  all  telegraph  offices  and  substituting  post  of- 
fices for  them.  For  more  than  a  year,  Vail  and  AT&T  sat 
tight  and  conducted  business  as  usual,  or  as  nearly  as 
usual  as  was  possible  under  the  circumstances.  Facilities 
were  taxed  to  the  utmost,  and  the  Bell  construction  bud- 
get for  1917  reached  a  record  $118  million. 

The  next  year,  1918— the  year  when  Bell  System  tele- 
phones in  service  reached  the  ten  million  mark— would 
later  be  characterized  by  Vail  as  "from  every  standpoint 
the  most  strenuous  and  difficult  year  in  the  whole  history 
of  the  telephone." 

The  matter  of  nationalization  came  to  a  head  in  the  first 
week  of  July,  when  Congress  began  holding  hearings  on  a 


Albert  Sidney  Burleson 


joint  resolution  designed  to  give  the  President  authority 
to  assume  control  of  all  telephone  and  telegraph  systems 
in  the  United  States.  Besides  Burleson  and  his  Congres- 
sional supporters,  the  Secretaries  of  War  and  of  the  Navy 
pronounced  themselves  in  favor  of  the  resolution,  the  lat- 
ter making  the  telling  argument  that  government  control 
of  communications  was  "the  only  absolutely  safe  way  in 
which  the  government  may  insure  the  dispatch  of  its  mes- 
sages and  the  secrecy  of  its  business";  indeed,  he  went 
further  and  expressed  the  hope  that  the  government  would 
continue  to  own  and  operate  the  wires  permanently. 

No  representative  of  the  Bell  System  appeared  before 
either  of  the  House  or  the  Senate  committees  looking  into 
the  joint  resolution,  and  AT&T  took  no  public  stand  for  or 
against  it.  (AT&T  Vice  President  Nathan  Kingsbury  said 
later  he  had  sought  admission  to  both  committee  rooms  to 
testify  against,  but  had  been  denied  it.)  Exactly  where 
Vail  stood  on  the  question  is  an  enigma.  A  company  leg- 
end has  it  that  some  time  early  in  1918  he  went  to  Presi- 
dent Wilson  and  said,  reversing  his  previous  stand,  "As 
long  as  you've  taken  over  the  railroads,  you  might  as  well 
take  us  over,  too."  Since  there  is  no  written  record  of  any 
such  statement  or  even  meeting,  it  cannot  be  confirmed. 

At  all  events— according  to  the  subsequent  testimony  of 
AT&T  Vice  President  Kingsbury  before  a  House  Com- 
mittee— Vail  never  met  Burleson  until  July  29th,  1918, 
thirteen  days  after  the  joint  resolution  was  approved  by 
Congress,  and  a  week  after  President  Wilson,  acting  on 
the  powers  granted  him  in  it,  had  issued  a  proclamation 
whereby  he  took  possession  of  and  assumed  control  and 
supervision  of  "each  and  every  telegraph  and  telephone 
system,  and  every  part  thereof,  within  the  jurisdiction  of 
the  United  States,  including  all  equipment  thereof  and  ap- 
purtenances thereto."  Thus  the  nation's  first  and  only  ex- 
periment in  government-run  telephones  was  begun. 

Vail's  business  on  July  29th  in  Burleson's  office— where 
he  went  accompanied  by  his  colleagues  Kingsbury  and 
Union  N.  Bethell— was  to  begin  the  process  of  negotiating 
the  terms  of  the  takeover.  Certainly  Vail  had  reason  to 
be  apprehensive,  since  the  Postmaster  had  previously  been 
rumored  to  have  said  that  his  "first  move  would  be  to  get 
rid  of  that  man  Vail."  By  his  biographer's  account,  Vail 
said  to  his  colleagues  as  they  approached  the  Post  Office 
Building,  "Well,  I  never  in  my  life  felt  so  helpless  .  .  .  These 
people  .  .  .  have  taken  over  our  property  and  probably  in- 
tend to  keep  it.  They  can  do  what  they  please  with  us, 
and  we  cannot  help  ourselves.  For  once  in  my  life  I  am 
completely  at  sea." 

But  the  atmosphere  of  the  meeting  proved  to  be  the 
opposite  of  what  all  participants  expected.  Burleson  said 
later,  "I  had  never  seen  Mr.  Vail  up  to  that  time,  and  I 
began  to  get  a  new  impression  of  him,  which  grew  as  I 
proceeded.  I  thought  he  had  a  fine,  generous  face  .  .  . 
Every  word  that  Mr.  Vail  said  showed  an  entirely  unselfish 
point  of  view,  a  desire  to  serve  the  government  and  the 
public  at  whatever  cost .  .  .  When  he  came  to  discuss  tin 
compensation  to  be  allowed  his  company,  he  said,  'You 
fix  it,  and  I'll  be  satisfied.'  We  all  parted  the  best  of 
friends.  I  had  thought  of  him  as  a  man  with  the  'public 
be  damned'  idea.  I  found  him  to  be  a  gnat,  unselfish 
patriot  .  .  ."  As  for  Vail,  he  said  to  his  colleagues  alter  the 
meeting,  "Well,  I  feel  a  good  deal  improved.  I  was  never 
better  treated  in  my  life  .  .  .  I  went  in  there  helpless;  I 
have  come  out  feeling  that  everything  is  all  right." 
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low  a  little-known  side  of  Marsh  &  McLennan 
:an  save  you  a  lot  of  management  headaches. 


By  analyzing  every  aspect  of  your 
isk  situation.  From  compliance 
with  the  growing  body  of  govern- 
ment regulations. ..to  implementing 
and  managing  captive  insurance 
companies.  Which  one— or  more— 
Df  these  organizations  can  help  your 
ompany? 

M  &  M  Protection  Consultants. 

Property  and  earnings  loss  preven- 
ion,  public  liability  loss  control, 
ompliance  with  OSHA  regulations, 
security,  emergency  evacuation, 
evaluation  of  employee  accident 
control  programs,  industrial  haz- 


ards, product  safety,  auto  fleet 
safety,  employee  safety. 

Clayton  Environmental  Consult- 
ants. Evaluation  and  control  of  en- 
vironmental problems,  industrial 
hygiene  and  air  pollution,  analytical 
laboratory,  compliance  with  EPA 
regulations. 

Nuclear  Insurance  Consultants. 

Site  and  risk  evaluation,  radiation 
safety/loss  control  procedures,  con- 
tract review,  schedule  and  conduct 
on-going  inspections,  recommend 
and  obtain  appropriate  nuclear  in- 
surance, coordinate  with  Nuclear 


Regulatory  Commission. 

Risk  Management  Consultants. 

Practical  application  of  financial 
and  quantitative  methods  for  risk 
management  decisions,  analysis 
and  development  of  captive  in- 
surance company  approaches, 
library  research  and  information 
services. 

Marsh  &  McLennan  (Bermuda) 
Ltd.  Implementation  of  captive  in- 
surance companies  and  manage- 
ment of  daily  operations. 

For  more  information,  call  us  at 
(212)997-5919. 


We  can  help  you 
solve  problems 
before  they 
become  problems. 


Marsh  & 


flflB 


Keep  your  copies  of  Forbes  from  get- 
ting lost  or  damaged  with  these  hand- 
some slip  cases.  Bound  in  simulated 
leather  in  red  and  black  with  gold  em- 
bossing. To  order,  mail  coupon  below. 


TO:  Jesse  Jones  Box  Corp.,  Dept  FB, 
P.O.  Box  5120,  Phila.,  Pa.  19141 


Please  send  me_ 
check    for 


-Forbes  Slip  Cases.  My 
is    enclosed. 


Prices:  $4.95  each,  3  for  $14.00,  6  for  $24.00. 
(Postage  and  handling  included.) 
Orders   outside   U.S.,   add    $1    per  case   for 
postage  and  handling. 

Na  me _____ 


(please  print) 


Address. 
City 


.State^ 


Zip. 


Please  allow  3  to  4  weeks  for  delivery. 


SOUTHERN  NATURAL 
RESOURCES,  INC. 

Birmingham,  Alabama 

Common  Stock  Dividend  No.  10 

A  regular  quarterly  dividend  of  41)4 
cents  per  share  has  been  declared  on 
the  Common  Stock  of  Southern  Natu- 
ral Resources,  Inc.,  payable  Decem- 
ber 12,  1975  to  stockholders  of  record 
at  the  close  of  business  on  November 
28,1975. 

RONALD L    KUEHN,  )R. 
Secretary 

Dated:  October  31,  1975 


WHAT'S  THE 
RIGHT  PRICE  FOR 
THAT  WORK  OF 
FINE  ART? 


Claude  Monet  ■  "Th«  River" 


If  you  are  buying  or 

selling  find  the  LATEST  WORLD-WIDE  ART 

AUCTION  PRICES  in  INTERNATIONAL 

AUCTION  RECORDS  —  1975 

Oil  Paintings  »Water  Colors  •Drawings 

Engravings  •  Sculpture 

1,000  pages  —  7,000  artists  of  all  periods 

30,000  prices.  —  $69.00  per  copy 

plus  applicable  tax.  Order  your  copy  today 

and  another  as  a  Christmas  gift. 

Send  check  or  money  order  to: 

EDITIONS  PUBLISOL 

P.O.  Box  339,  Dept.  F 

Gracie  Station,  New  York  10028 


This  unexpected  detente 
set  the  stage  for  a  con- 
tract that  was  certainly 
"all  right"  for  AT&T  and, 
in  the  view  of  some  critics, 
heavily  in  AT&T's  favor. 
Worked  out  in  a  series  of 
conferences  between  AT&T  officials 
and  the  Post  Office  Department,  the 
contract  was  accepted  by  both  par- 
ties on  October  5th— ironically,  a  little 
more  than  a  month  before  the  Armis- 
tice ending  the  war  that  had  brought 
about  the  government  takeover. 

In  practice,  AT&T  continued  to  be 
managed  by  its  regular  officers  at  their 
regular  salaries,  and  as  far  as  both 
telephone  employees  and  telephone 
users  were  concerned,  things  were  as 
usual.  The  government  got  rate-setting 
powers,  but  would  consult  the  judg- 
ment of  AT&T  in  exercising  them;  it 
agreed  to  maintain  the  property  and 
eventually  to  return  it  in  as  good 
condition  as  received.  Financially,  ap- 
propriation from  revenue  for  depre- 
ciation and  obsolescence  was  set  at 
5.72%  of  fixed  capital,  and  for  the 
duration  of  government  control,  the 
government  agreed  to  pay  all  taxes 
on  the  property  it  had  seized  and 
to  pay  the  4/2%  annual  license  con- 
tract fees  that  the  operating  compa- 
nies had  previously  paid  to  AT&T. 
The  government  also  pledged  to  main- 
tain the  current  $8-a-year  dividend 
to  AT&T  stockholders,  and  to  allow 
AT&T  to  inspect  the  books  and  ac- 
counts on  telephone  operations  kept 
by  the  Post  Office. 

If  this  outcome  was— as  is  suggested 
by  the  comments  of  Burleson  himself 
—largely  a  diplomatic  triumph  for 
Vail  in  his  dealings  with  the  Post- 
master General,  it  was  to  be  his  last 
triumph.  His  apparently  inexhaustible 
energy  and  resourcefulness  were  at 
last  giving  way  to  age. 

Frequent  trips  to  Washington  dur- 
ing the  broiling  summer  of  1918,  in 
connection  with  the  government  con- 
tract negotiations,  were  exhausting  for 
Vail,  who  had  for  some  time  been 
plagued  with  heart  and  kidney  trou- 
ble. That  October  and  November,  on 
the  urgent  advice  of  his  doctors,  he 
went  on  vacation  to  Key  West  and 
Havana,  and  was  in  Havana  when  the 
Armistice  was  signed.  Back  in  New 
York,  with  his  health  unimproved,  he 
found  his  work  increasingly  burden- 
some, and  in  June,  1919,  he  resigned 
as  president,  assuming  the  less  de- 
manding job  of  chairman  of  the  board 


and  turning  over  the  presidency  to 
his  old  friend  and  colleague,  Harry 
B.  Thayer. 

He  spent  that  summer  at  Speed- 
well Farms,  playing  solitaire,  quietly 
celebrating  his  seventy-fourth  birth- 
day, and  talking  by  telephone  almost 
daily  to  AT&T  headquarters  in  New 
York.  He  managed  to  stay  at  his  New 
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Bell  System  people,  with  some  help 
from  the  independent  telephone  com- 
panies, carried  the  brunt  of  U.S. 
Army  communications  work  in  France 
in  World  War  I.  French  Marshal 
Foch,  certainly  no  admirer  of  things 
American,  generally  preferred  our 
facilities  as  better  than  his  own. 

York  apartment  that  fall  and  early, 
winter,  but  the  deterioration  of  his- 
condition  continued,  and  in  April, 
1920,  ten  months  after  his  retirement 
as  president,  he  died  at  Johns  Hop- 
kins Hospital  in  Baltimore. 

As  an  industrialist,  Vail  was  a  man 
lor  all  seasons,  combining  something 

of  the  iron  spine  and  icy  nerve  ol  I  lie 
nineteenth-century  empire  hnildeis 
(and  only  a  trace  ol  their  deviou-- 
ness)  with  a  master)  <>l  the  man- 
agerial art  comparable  to  that  ol  latei 

masters  like  Alfred  P.  Sloan  and  Owen 
D.   Young;   and   combining   the   pi.nli 
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IF  WE  HAVEN'T  MADE 

A  LOT  OF  NOISE  ABOUT  OUR 

GROWTH,  IT'S  BECAUSE 

WE  WORK  IN  HOSPITALS. 


When  you  work  in  as  many  hospitals  as 
we  do,  you  have  little  time  for  anything  but 
the  business  at  hand.  Which  is  delivering 
the  highest  quality  health  care  to  as  many 
people  here  and  abroad,  as  is  humanly 
possible. 

We've  tended  our  business  so  well 
that,  in  the  space  of  six  short  years, 
we've  become  the  world's  leading  hospital 
management  company.  With  70  facilities 
containing  more  than  10,000  beds.  With 
22,000  employees  and  more  than  5,000 


physicians  on  our  medical  staffs. 

Hospital  management  systems  that  we 
have  already  developed  have  not  only 
improved  the  quality  of  health  care,  but 
effected  new  operating  economies 
as  well. 

In  our  own  quiet  way,  we're  doing  what 
we  set  out  to  do  . . .  serving  the  needs  of 
the  patient  while  saving  him  money.  That 
we  are  succeeding,  and  succeeding 
dramatically,  is  proof  enough  that  you 
don't  have  to  shout  to  be  heard. 


HOSPITAL  CORPORATION  OF  AMERICA 


Nashville.  Tennessee 


Synalloy 

Diversification  a  success 


Percentage  of 
Synalloy  output 
1965 


□ 


Percentage  of 

Synalloy  output 

1975 


i  75%  Textile 
I  Industry 

6%  Chemical 
Industry 


119%  Paper 
Industry 


122%  Textile       I 
Industry 

134%  Chemical  j 
Industry 


115%  Paper 
Industry 

112%  Engineering 
Construction 


7%  Grain  Processing 
Industry 

4%  Brewery  Industry 


□  6%  Misc   (Utilities 
Drugs.  Ordinance. 
Ecology  4  Petro- 
chemical Industries  i 


Figures  recently  released  show  a  dramatic  change  over  the  past  10 
years  in  the  markets  for  Synalloy  products.  Heavily  accented  in  the 
Textile  Industry  in  1965,  the  share  of  Textile  products  in  the  Company's 
total  marketing  mix  today  is  22%.  The  balance  of  Synalloy  products, 
78%,  are  spread  widely  over  many  diversified  industries. 

If  you  would  like  to  see  the  beneficial  effects  on 
growth  and  profitability  of  this  diversification  pro- 
gram, write  for  a  copy  of  the  Synalloy  1 974  Annual 
Report  and  1975  Quarterly  Reports  to  Robert  S. 
Davies,  Synalloy  Corporation,  Dept.  F-59,  Box 
5627,  Spartanburg,  South  Carolina  29301. 


Chemicals 


SYNALLOY  CORPORATION 

Dyes  •  Alloy  Equipment  •  Distribution 


^lr 


R.J.Reynolds  Industries,  Inc. 


Common  Stock  Dividend 

A  quarterly  dividend  of  77cents  per  share  has  been 
declared  on  the  Common  Stock  of  the  Company, 
payable  December  5, 1 975  to  stockholders  of  record 
at  the  close  of  business  November  1 0.  1 975 

WILLIAM  RLYBROOK 

Senior  Vice  President  and  Secretary 
Wmslon-Salem.N  C   October  "3  1975 


Seventy-Five  Consecutive  Years  of  Cash  Dividend  Payments 


Tobacco  Products 

Food  Products 

Fruit  Beverages 

Containerized  Freight  Transportation 


Aluminum  Products 
Packaging  Materials 

International  Pet'1 


cality  of  a  day-to-day  de- 
cision maker  with  some 
of  the  detachment  of  an 
academic  student  of  eco- 
nomic polity. 

It  is  particularly  inter- 
esting to  note  that  he  con- 
spicuously lacked  the  single-minded 
emphasis  on  company  profits— the  tun- 
nel vision  trained  on  the  bottom  line- 
so  characteristic  of  many  of  the  most 
celebrated  of  modern  corporate  lead- 
ers who  see  their  first  duty  as  that  of 
causing  the  price  of  their  companies' 
stocks  to  rise.  Indeed,  as  a  stock  pro- 
moter and  dividend-raiser  Vail  was  a 
conspicuous  failure;  in  1907,  the  year 
he  assumed  office  as  president,  AT&T 
stock  price  range  was  133-88  and  the 
dividend  was  $8  a  share,  while  in 
1919,  the  year  he  retired,  the  price 
range  was  108%-95  and  the  dividend 
was  still  $8.  Net  earnings  per  share 
were  $11.89  for  1907,  $10.05  for 
1919.  Throughout  his  tenure,  they 
were  relatively  constant. 

But  that  failure  was  really  Vail's 
triumph,  the  measure  of  his  stature 
as  a  builder  rather  than  a  money- 
maker. While  the  AT&T  stock  price 
and  dividend  remained  no  better  than 
constant,  the  number  of  telephones  in 
service  doubled  from  less  than  six  mil- 
lion to  some  twelve  million,  nation- 
wide service  was  begun,  and  local 
service  was  vastly  improved. 

What  Vail  accomplished  financial- 
ly was  the  conversion  of  the  Bell  Sys- 
tem from  a  company  on  the  brink  of 
disaster  to  the  safest  and  soundest  of 
blue  chips;  what  he  accomplished 
structurally  and  politically  was  the 
end  of  the  chaos  of  direct  telephone 
competition,  and  the  acceptance  by 
government  and  most  of  the  people  of 
the  telephone  business  as  a  regulated 
monopoly,  or  group  of  monopolies; 
what  he  accomplished  technically— 
by  creating  a  research-and-develop 
tiient  facility  that  would  lead  directly' 
to  Bell  Laboratories— was  the  perfec- 
tion of  long-distance  service  and  tlie 
conversion  of  the  telephone  business 
from  a  local  to  a  national  affair. 

To  sum  up,  AT&T  under  Vail  was 
almost  certainly  the  first  large  private 
corporation  to  adopt  a  conscious, 
clearly  articulated  policy  of  subordi- 
nating the  maximization  of  profit  t<> 
the  provision  of  servicM  in  its  cus 
tamers.   It  was  a  policy  not   always 

followed,   in   Vail's  time  or  later:   but. 
as    a    concept,    the    policy     marked    a 

milestone  in  industrial  history 
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OUR  NEWEST  DRILL  RIG. 


Anticipating  America's  growing  need  for  energy, 
we  bought  some  coal  property  back  in  1971. 

Western  property,  where  coal  is  close  to  the  surface 
and  can  be  mined  less  expensively  than  deep,  Eastern  coal. 

We  have  four  shovels,  like  the  one  above,  on  order. 

By  1977,  we  plan  to  be  mining  large  quantities 
and  become  one  of  the  first  oil  companies  actively  involved 
in  the  new  Western  coal  business. 

A  READY  MARKET 

We've  made  a  sizable  investment  in  coal  because 
it's  one  of  the  most  immediate  answers  to  the  country's 
growing  energy  shortage. 

Whether  we  convert  it  into  synthetic  gas  and  oil 
or  sell  it  as  is,  there  will  always  be  a  ready  market. 

Today,  nearly  one  third  of  our  country's  electricity  is 
generated  from  coal. 

By  1985,  the  need  for  coal  will  more  than  double. 

We  expect  our  sales  of  coal  to  utilities  will  be  large 
enough  to  malce  that  portion  of  the  business  profitable 
by  1978. 

Eventually,  we  believe,  synthetic  natural  gas  and 
gasoline  made  from  coal  will  be  helping  to  heat  your  homes 
and  drive  your  cars. 

AN  ALMOST  ENDLESS  RESOURCE 

Almost  one  third  of  the  world's  recoverable  coal  is  in 
the  United  States. 


Our  Cordero  Mine  alone  contains  nearly  a  half- 
billion  tons. 

Because  it's  a  surface  mine,  we'll  be  able  to 
produce  its  coal  at  the  rate  of  12  million  tons  a  year. 

Triple  the  rate  of  the  largest  deep,  Eastern  mine. 

ONE  GIGANTIC  STEP 

The  Cordero  Mine  is  the  beginning  of  a  very  large 
and  promising  Western  coal  operation  for  us. 

The  energy  we'll  supply  from  coal  is  an  essential 
and  gigantic  step  toward  enhancing  our  future  as  well  as 
bringing  the  U.S.  closer  to  self -sufficiency. 

Granted,  there  are  problems  to  solve. 

Not  the  least  of  which  is  the  national  concern  for 
the  environment. 

We're  confident,  however,  through  mutual  cooper- 
ation the  problems  can  be  solved  to  the  satisfaction  of 
everyone  concerned. 

In  the  meantime,  we  feel  it's  important  that  we 
aggressively  pursue  the  development  of  Western  coal. 

By  doing  so,  we'll  have  a  head  start  on  many  of  our 
competitors  in  the  West. 

While  they're  trying  to  get  their  coal  operations  go- 
ing, we'll  be  busy  supplying  the  energy  our  country  needs. 

Aggressive?  You  bet. 

But  isn't  this  the  kind  of  company  you'd  like  to  do 
business  with? 

You'll  be  hearing  from  us. 
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FOLLOW  THE  SUN  B 

Sun  Oil  Company.  St  Davids,  Pennsylvania 


THE 


EUROSTYLE 

USFUDY 


A  system  to  analyse  markets  and  the 
national  and  international  media  that 
reach  them. 

The  Eurostyle  Study  is  a  study  of  an 
important  group  of  consumers.  It  explores 
the  buying  habits  of  airline  users  who  are 
purchasers  of  consumer  goods  and  busi- 
ness services... a  study  that  represents  a 
new  approach  to  Pan-European 
research. .  .that  transcends  national 
boundaries... a  study  that  pinpoints  your 
prime  consumers. 

This  study  successfully  segregates  purchasers 
by  the  amounts  they  purchase  while  sug- 
gesting how  and  where  your  advertising  can 
reach  them.  (The  survey  was  conducted  with 
over  16,000  completed  questionnaires  on  some 
700  airline  flights.) 

These  travellers  represent  a  market  that 
has  long  escaped  definition  by  advertisers  and 


their  agencies  because  it  has  been  so  difficult 
to  isolate. 

But  now  a  universe  of  almost  four  million 
top-level  people  is  disclosed  and  defined— a 
universe  of  men  and  women  with  high  buying 
power  and  business  authority.  Another  vital 
aspect  of  the  study  is  that  it  provides  the 
framework  for  continuous  marketing  research. 
More  than  8,000  respondents  have  agreed  to 
participate  in  die  Eurostyle  Panel  — a  sample 
for  future  research  which  will  provide  even 
more  specific  marketing  information  on  any 
given  category  and  also  include  a  facility  for 
monitoring  attitudes. 

How  do  you  reach  these  prime  prospects? 
The  Eurostyle  Study  Report— the  Key  to  the 
System  — will  introduce  you  to  the  comput- 
erised analysis  capability  that  can  assist  in 
planning  your  marketing  strategy. 

For  your  copy,  or  copies,  ofthe  Key  to  the 
System,  just  get  in  touch  with  the  local  office  of 
any  ofthe  sponsoring  publications. 


Sponsored  by  TIME,  The  Economist,  International  Herald  Tribune  and  Newsweek  International  in  cooperation  with;    Alitalia, 
Austrian  Airlines,  British   Airways,  British  Caledonia,   Iberia,  Lufthansa,   Lufcair,   Sabena,   SAS,  TAP,  Thai   International,  I  TV 


The  Forbes  Index 


preliminary 


▼ 

/ 

I  A  S  O  N  D 

1965   1966   1967   1968   1969   1970   1971   1972   1973   1974 


1975 


AUG.  126.1 

SEPT.  124.4 

OCT.  122.7 

NOV 119.2 

DEC 115.7 

JAN 113.6 

FEB.  112.7 

MAR 110.3 

APR 110.0 

MAY  110.7 

JUNE  111.8 

JULY  113.3 

AUG 114.3 

SEPT.  (Prel.)    115.2 


Composed  of  the  following: 

Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Bureau  of  Census  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Bureau  of 


Census  privately  owned  housing  starts) 

Consumption 

•  How  much  are  people  spending?  (Bureau  of 
The  Census  retail  store  sales) 

•  To  what  extent  are  consumers  going  into  debt? 
(Federal  Reserve  net  change  in  consumer  in- 
stallment debt) 

•  How  costly  are  services?  (U.S.  Dept.  of  Labor 


service  price  index  related  to  the  consumer 
price  index) 

Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.S. 
Dept.  of  Labor  initial  unemployment  claims) 


Stock  Comments 


A  Reappraisal 

By  Heinz  H.  Biel 


With  this  issue  I  shall  complete  my 
25th  year  as  a  columnist  for  Forbes. 
A  quarter  of  a  century  is  a  long  time, 
about  one-half  of  a  man's  working 
life— if  he's  fortunate  to  make  it  that 
long.  And  even  if  measured  in  the 
incalculable  life  of  a  magazine— well, 
this  column  has  appeared  in  over  40% 
of  all  issues  of  Forbes  since  it  was 
first  published  in  1917. 

There  is  a  temptation  to  look  back 
and  to  drown  yourself  in  nostalgia. 
"The  good 'old  days"  weren't  really  so 
good  when  you  look  at  them  dispas- 
sionately. It  is  because  we  like  to  for- 
get the  bad  and  to  remember  only 
the  good  that  we  think  that  every- 
thing was  better  in  the  past  than  it  is 
now.  In  the  fall  of  1950  we  were  just 
about  to  get  whipped  badly  in  Korea; 
inflation,  caused  by  that  war,  became 
a  major  problem;  and  Joe  McCarthy 
was  about  to  poison  the  atmosphere. 
The  DJI  was  around  230. 

The  photograph,  which  graces  this 

Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Hoppin,  Watson  Inc. 


page,  had  to  be  replaced  time  and 
"again  to  keep  up  with  the  aging 
process.  The  question  I  have  asked 
myself  is  whether  I  have  become 
more  conservative  over  the  years,  as 
people  are  prone  to  do.  Personally,  I 
don't  think  so,  but  some  readers  may 
disagree.  However,  my  disillusion- 
ment has  grown  with  the  years,  al- 
most to  the  point  of  cynicism.  That  is 
regrettable,  but  understandable  and, 
perhaps,  inevitable. 

Everything  has  grown  enormously 
during  this  quarter  century.  Our  pop- 
ulation, labor  force,  production,  in- 
comes, debts,  crime— good  or  bad,  it 
all  is  so  much  bigger  now.  Happily 
and,  I  believe,  most  deservedly,  the 
circulation  of  Forbes  has  increased 
about  eightfold  since  1950. 

Yet,  even  though  the  numbers  are 
bigger,  the  nation's  problems  are  more 
or  less  the  same  as  they  were  then  or 
have  ever  been.  We  are  still  trying  to 
live  in  peace  with  potential  adversar- 
ies; to  smooth  the  waves  of  the  busi- 
ness cycles;  to  cure  poverty;  to  ease 


racial  tensions;  to  improve  the  quality 
of  life— in  short,  to  promote  the  pur- 
suit of  happiness.  Of  course,  we 
haven't  succeeded.  The  millennium  is 
still  far  away.  But  we  probably  have 
made  some  progress. 

The  Individual  Investor 

The  problems  of  the  individual 
have  changed  less  than  those  of  the 
nation.  Aside  from  health  and  hap- 
piness, we  strive  for  a  productive  life, 
hope  to  earn  a  fair  reward  for  our 
efforts  and  to  be  able  to  protect  our- 
selves against  the  vagaries  of  an  un- 
known future.  This  column  has  al- 
ways been  written  for  the  individual 
investor,  hoping  to  improve  his  un- 
derstanding of  the  many  aspects  of 
investing  that  have  to  be  considered. 
Finance,  economics,  politics,  sociolo- 
gy, psychology,  demography  are  all 
inseparably  intertwined,  and  each  one 
can  have  a  bearing  on  the  success  or 
failure  of  an  investment.  Obviously, 
no  one  can  be  an  expert  in  all  these 
fields,  and  no  one  is  more  aware  of 
his  own  shortcomings  than  the  one 
who  writes  regularly  for  publication. 
It  can  be  a  humbling  experience  to 
read  what  one  has  written  years  ago. 

When  I  began  writing  this  column 
in  1950,  the  individual  investor  was 
still  king  of  the  realm.  It  was  his  in- 
vestment decisions  that  determined 
the  course  of  the  stock  market.  Grad- 
ually he  has  been  replaced  by  institu- 
tions of  giant  size,  and  by  now  the 
individual's  voice  has  become  barely 
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TEXAS  RED 

GRAPEFRUIT! 

The  Best— From  the  Lush 
Rio  Grande  Valley 

THIS  IS  OUR  50th  YEAR 

&-bu.  Grapefruit  $  9.20 

Carton  of  12  Grapefruit $  7.15 

Full  bu.  Grapefruit $13.55 

Carton  of  6  Grapefruit $  5.15 

K-bu.  G.F.  &  Oranges $  9.25 

Full  bu.  G.F.  &  Oranges $13.60 

G.F.  &  Oranges  in  Mexican 
bamboo  baskets: 

K-bu.  $10.95 Full  bu.  $15.50 

All  are  delivered  prices 


WE    TRUST    YOU!    Senrl    Your    gift   list 
now    and    pay    our    Invoice    in    January. 


Other   citrus    packs   and   also   pecans,    rare   honey. 

fruit    cakes,    cheese,    smoked    hams    and    turkeys. 

Write  for  free  illustrated  folder. 

PITTMAN  &  DAVIS,   INC. 

902  N.  Exp.,  HARLINGEN,  TEXAS  78550 
Established  1926 


QUARTERLY  DIVIDENDS  SINCE  1935 

NATIONAL 
DISTILLERS 
CHEMICAL 
CORPORATION 

DIVIDEND  NOTICE 

The  Board  of  Directors  has  declared 
a  quarterly  dividend  of  30C  per  share 
on  the  outstanding  Common  Stock, 
payable  on  December  1,  1975  to 
stockholders  of  record  on  November 
10,  1975.  The  transfer  books  will  not 
close. 

October  23,  1975 

RAMSEY  E.  JOSLIN, 
Vice  President-Financial 
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DIVISIONS:  US.  INDUSTRIAL  CHEMICALS  CO. 
NATIONAL  DISTILLERS  PRODUCTS  CO. 
BRIDGEPORT  BRASS  CO. 
ALMmDEN  VINEYARDS,  INC 
TEXTILE 


VENTURE  CAPITAL 

Assistance  for  any  worthwhile  projects  over 
$100  Thousand.  Send  details  to:  Computer 
Capital  Corporation,  Dept.  21A,  6922 
Hollywood  Blvd.,  Los  Angeles,  CA  90028 
(213)  463-4841 


SAVE  FUEL 

Heat  Reclaimer 

•  Recycles  heat  lost  up  chimney 

•  Fuel  savings  up  to  20% 

•  Clean,  efficient  automatic  heat 

•  Can  be  ducted  to  other  areas 

Free  brochure.  Dealers  invited. 

LANCE  INT.  Dept.  F  1 

Box  562,  Bloomfield,  Conn.  06002 


audible.  The  SEC,  which  was  orga- 
nized after  the  great  crash  of  1929  to 
protect  the  individual,  has  been  of 
little  help.  What  good  is  a  prospectus 
written  in  incomprehensible  legal  lin- 
go? Who  protected  the  public  against 
the  fraudulence  of  an  Equity  Fund- 
ing? Who  is  responsible  for  the  fact 
that  commission  rates  for  the  smaller 
investor  are  many  times  higher  than 
those  paid  by  the  big  ones? 

Investment  research  has  become  a 
profession.  Degrees  are  given  to  those 
who  can  pass  the  tests,  as  if  good 
judgment  could  be  taught  or  mea- 
sured. The  most  complicated  mathe- 
matical formulas  are  used  to  deter- 
mine the  value  of  a  stock.  Does  it 
work?  I  wonder.  As  the  saying  goes 
in  Wall  Street,  "Who  needs  research 
in  a  rising  market?  And  in  a  bear 
market,  it's  sheer  disaster."  To  be 
sure,  this  is  a  cynical  exaggeration, 
but  the  value  of  many  of  those  multi- 
multipage  analyses  is  questionable. 
How  else  can  one  explain  the  me- 
diocre performance  of  so  many  in- 
stitutional investors  who  are  staffed 
by  highly  trained  professionals? 

Annual  reports  have  become  more 
elaborate  and  also  much  more  infor- 
mative. My  advice  is  to  skip  the 
chairman's  or  the  president's  letter; 
in  all  too  many  cases  this  is  nothing 
but  a  self-glorifying  public  relations 
job,  which  tries  to  make  even  a  poor 
performance  look  good.  Read  the 
footnotes  instead.  If  management  and 
the  company's  auditors  need  too 
many  of  them  to  keep  out  of  trouble 
with  the  law,  and  especially  if  the 
print  is  small  and  the  wordage  too 
difficult  to  understand,  it  might  be 
best  to  avoid  that  stock  and  to  look 
for  a  cleaner  company. 

Successful  Investing 

After  a  lifetime  in  The  Street  I 
have  learned  that  in  the  long  run  it  is 
more  profitable  to  avoid  big  losses 
than  to  try  to  pick  the  winners.  All 
too  many  once  highflying  stocks  have 
been  decimated.  Usually  it  was  the 
individual  investor  who  was  left  hold- 
ing the  bag,  with  gruesome  losses. 

Most  people  lack  the  knowledge  to 
discern  phony  accounting.  It  is  getting 
a  little  easier  now  because  companies 
have  to  disclose  their  off-balance- 
sheet  financing,  and  whether  they 
capitalize  or  expense  such  items  as 
research,  development  or  promotion- 
al costs.  However,  it  still  requires  ex- 
perience and  judgment  to  separate 
the  wheat  from  the  chaff. 

The  investor  should  stay  clear  of 
"fad  stocks,"  whether  they  be  urani- 
um, electronics,  computer  leasing,  mo- 
bile homes  or  what  not.  He  should  be 
extremely  careful  about  stocks  that 
sell    at    absurdly    high    multiples    of 


earnings.  There  are  not  many  invest- 
ment grade  companies  that  deserve  a 
price/ earnings  ratio  of  better  than  15. 
The  cult  of  growth  companies  was 
overdone  in  recent  years,  but  the 
basic  concept  is  right.  One  should  not 
invest  in  a  company  that  does  not 
grow.  At  the  present  time  it  is  better 
to  buy  a  high-grade  bond  yielding  9% 
than  a  nongrowth  stock. 

.Inflation  has  distorted  the  true  pic- 
ture. Almost  all  companies  seem  to 
grow,  reporting  "record"  sales  and 
"record"  profits,  but  when  inflation 
runs  at  an  8%  or  10%  annual  rate,  a 
true  growth  company  must  do  better 
than  that.  The  same,  of  course,  ap- 
plies to  dividend  rates;  they  should 
at  least  keep  pace  with  inflation,  not 
necessarily  from  one  year  to  the  next, 
but  over  a  reasonable  period  of  time. 

One  brief  word  on  the  subject  of 
dividends.  Any  company  that  cannot 
or  will  not  pay  cash  dividends  should 
be  suspect.  Unless  it  has  valid  and 
compelling  reasons  not  to  pay,  the 
investor  should  avoid  it. 

It  is  perhaps  easier  to  decide  what 
to  buy  or  not  to  buy  than  to  decide 
when  to  buy.  Even  the  very  best  stock 
can  prove  to  be  a  terrible  investment, 
at  least  temporarily,  if  the  timing  of 
the  purchase  is  wrong.  That  is  why 
so  many  people  try  to  predict  the 
future  course  of  the  stock  market,  but 
I  have  yet  to  see  a  person  who  has 
been  consistently  right,  regardless  of 
whether  the  forecasts  are  based  on 
"fundamentals"  or  on  technical  anal- 
ysis. Most  of  us  have  had  to  eat  crow 
time  and  again. 

It  is  possible,  however,  to  say  with 
a  fair  degree  of  accuracy  whether 
stocks  in  general  are  relatively  high 
or  relatively  low.  In  a  bull  market, 
stocks  will  go  still  higher,  and  in  a 
bear  market  they  will  go  still  lower, 
than  what  seems  "reasonable";  but 
since  no  one  will  ever  sell  at  the  peak 
or  buy  at  the  bottom,  one  should  be 
satisfied  with  the  compromise:  Defer 
buying  and  sell  when  prices  are  rela- 
tively high;  buy  when  they  appear  to 
be  relatively  low,  as  was  the  case,  for 
instance,  a  year  ago. 

There   are   times   when   writing   a 
regular  column  becomes  an  unpleas- 
ant chore.  Most  of  us  want  to  be  op- 
timistic, but  there  come  long  periods 
when  one  shouldn't  he.  One  doesn'l 
gain  popularity  by  taking  a  negati\< 
attitude,      particularly      toward      the 
stock  market.  An  investor  must  have 
patience,  but,  if  he  has  been  prudcni 
the   rewards   will   be   good.    A    600 
point  rise  in  the  DJI  over  25  years 
isn't  bad. 

Next  month  I'll  stait  my  20th  ywu 
with  Forbes.  I  hope  there  will  be  • 
few  more  years,  and  that  the  slock 
market  will  be  kind  to  all  ol  us.   ■ 
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Which  of  YOUR  stocks  are 
now  working  AGAINST  you  ? 


Just  for  example,  Value  Line  currently  rates 
HALF  this  "portfolio"  as  likely  to  give  worse- 
than-average  price  performance  in  the  year 
ahead.  (Value  Line  Survey,  October  10,  1975.) 
Which  five  stocks  do  you  think  may  be  the 
"enemies  within"? 
AT&T  XEROX 

POLAROID  GENERAL  MOTORS 

U.S.  STEEL  TEXACO 

AVON  SEARS  ROEBUCK 

GENERAL  ELECTRIC  DU  PONT 
These  are  all  excellent  companies,  but  don't 
confuse  a  company  with  its  stock.  If  five  of  the 
stocks  were  liquidated,  we'd  give  this  "port- 
folio" a  much  bigger  chance  of  achieving  bet- 
ter than  average  performance  in  the  next  12 
months. 

If  you  have  trouble  sorting  out  the  potential 
"drag-down"  stocks  in  the  list  above,  it  may  be 
even  tougher  with  your  own  portfolio,  where 
real  dollars— and  possibly  your  emotions  too— 
are  involved. 

Yet  identifying  stocks  which  may  be  work- 
ing against  you  is  no  less  important  than  pin- 
pointing those  which  may  work  most  strongly 
for  you.  And  you  need  to  be  able  to  do  this  on 
a  continually  current  basis.  Here's  how  Value 
Line  helps: 

RANKING  1600  STOCKS 

Every  week  of  the  year,  The  Value  Line  Invest- 
ment Survey,  using  computer-based  programs 
developed  over  years  of  testing,  ranks  1600 
stocks— each  relative  to  all  the  others— for 
Probable  Market  Performance  in  the  Next  12 
Months,  as  follows: 
100  of  the  1600  stocks  are  ranked  1  (Highest) 
300of  the  1600are  ranked  2 

(Above  Average) 
800 are  ranked  3  (Average) 
300are  ranked  4  (Below  Average) 
100  are  ranked  5  (Lowest) 
The  ranks  are  designed  to  measure  probabili- 
ties. We  expect  higher-ranked  stocks  to  go  up 
more  in  a  rising  market— or  down  less  in  a 
market  drop— than  lower-ranked  stocks.  And 
conversely . . . 

We  expect  the  400  stocks  ranked  4  or  5  tor 

Performance  to  go  DOWN  MORE  or  UP 

LESS  than  all  the  rest  of  the  1200  stocks 

within  the  12  months  immediately  ahead. 

The  presence  of  any  of  these  low-ranked  stocks 

n  your  portfolio  will  probably  do  some  damage 

to  your  overall  results  in  the  next  12  months. 

We  urge  you  to^heck  your  holdings  at  once 

"  against  Value  Line's  current  Performance 

1  ranks  for  1600  stocks.  A  quick  and  easy  way 

»'  to  do  this  is  given  below. 

;  GETTING  BETTER  ODDS 

'Jot  every  stock  will  perform  in  accordance 

With  its  rank  in  every  12-month  span,  and  no 

'  system  can  guarantee  a  profit  or  eliminate  the 

•    Dossibility  of  loss  but  such  a  high  percentage 

a"  of  stocks  have  performed  in  accordance  with 

he  Value  Line  ranks  in  the  past  for  reasons 

hat  could  not  be  explained  by  chance  that . . . 

...the  odds  definitely  stand  in  your  favor 

when  you  line  up  your  stocks  with  the 

Value  Line  ranks. 

ven  if  your  primary  objective  is  yield,  or 

fety,  or  long-term  appreciation,  we  suggest 


you  stay  away  from  stocks  ranked  4  or  5  by 
Value  Line  for  next-12-months  Performance. 
You  do  not  have  to  settle  for  below-average  12- 
month  price  prospects  to  get  good  yield  and 
safety  and  long  term  potential  which  are  other 
attributes  that  Value  Line  also  evaluates  for 
you  systematically  every  week.  Indeed,  we  sug- 
gest that  all  investors,  as  far  as  possible,  stick 
with  stocks  ranked  1  or  2  for  Performance  in 
the  next  12  months. 

UPDATED  EVERY  WEEK 

Every  week— for  EACH  of  1600  stocks— The 
Value  Line  Investment  Survey  in  its  Summary 
of  Advices  and  Index  presents  the  up-to-date... 

a)  Rank  for  Relative  Probable  Price  Perform- 
ance in  the  Next  12  Months— ranging  from 
1  (Highest)  down  to  5  (Lowest). 

b)  Rank  for  Investment  Safety  (from  1  down 
to  5). 

c)  Estimated  Yield  in  the  Next  12  Months. 
(100  stocks  offer  yields  of  9.6%  and  up- 
value Line  Oct.  10.) 

d)  Estimated  Appreciation  Potentiality  in  the 
Next  3  to  5  Years— showing  the  future 
"target"  price  range  and  the  percentage 
price  change  indicated.  (100  stocks  are  in 
the  335%  to  685%  range— Value  Line 
Oct.  10.) 

e)  Current  price  and  P/E,  plus  estimated  an- 
nual earnings  and  dividends  in  current  12 
months. 

f)  The  stock's  Beta. 

g)  Very  latest  available  quarterly  earnings  re- 
sults and  dividends,  together  with  year- 
earlier  comparisons. 

In  addition,  each  of  the  1600  stocks  is  the  sub- 
ject of  a  comprehensive  new  full-page  Rating 
&  Report  at  least  once  every  three  months- 
including  23  series  of  vital  financial  and  oper- 
ating statistics  going  back  10  years  and  esti- 
mated 3  to  5  years  into  the  future. 

SPECIAL  HALF-PRICE  OFFER 

If  no  member  of  your  household  has  had  a 
subscription  to  Value  Line  in  the  last  two  years 
you  can  now  receive  the  complete  Value  Line 
Investment  Survey  for  the  next  12  weeks  for 
only  $29  (almost  50%  off  the  regular  rate). 
We  make  this  special  offer  because  we  have 
found  that  a  high  percentage  of  those  who 
once  try  Value  Line  for  a  short  period  stay 


with  it  on  a  long-term  basis.  The  increased 
circulation  enables  us  to  provide  this  service 
for  far  less  than  would  have  to  be  charged  to 
a  smaller  number  of  subscribers.  Your  trial 
will  include  all  of  the  following: 

EVERY  WEEK  a  new  SUMMARY  OF  AD- 
VICES section  (24  pages) . . .  showing  the 
current  ratings  of  1600  stocks  for  future  rela- 
tive Price  Performance  and  Safety— together 
with  their  Estimated  Yields  and  the  latest  earn- 
ings, dividends  and  P/  E  data. 

EVERY  WEEK  a  new  RATINGS  &  REPORTS 
section  (144  pages) . . .  with  full-page  analy- 
ses of  about  125  stocks.  During  the  course  of 
every  13  weeks,  new  full  page  reports  like  this 
are  issued  on  all  1600  stocks,  replacing  and 
updating  the  previous  reports.  (It  takes  but  a 
minute  a  week  to  file  the  new  reports  in  your 
Value  Line  binder.) 

EVERY  WEEK  a  new  SELECTION  &  OPIN- 
ION section  (4  pages). ..with  a  detailed  anal- 
ysis of  an  Especially  Recommended  Stock- 
plus  a  wealth  of  investment  background  in- 
cluding the  Value  Line  Composite  Average  of 
more  than  1600  stocks. 

PLUS  THIS  $35 
BONUS  . . .  Value 
Line's  complete 
1800-page  Inves- 
tors Reference 
Service  (sold  sep- 
arately for  $35), 
with  our  latest  full- 
page  reports  on  all 
stocks  under  re- 
view— fully  in- 
dexed for  your  im- 
mediate reference. 

AND  THIS  BONUS,  TOO  . . .  the  64  page 
booklet,  "Investing  in  Common  Stocks,"  which 
contains  a  wealth  of  information  on  security 
analysis  and  portfolio  management. 

MONEY  BACK  GUARANTEE 

You  take  no  risk  accepting  this  special  offer. 
If  you  are  not  completely  satisfied  with  The 
Value  Line  Investment  Survey,  just  return  the 
material  you  have  received  within  30  days  for 
a  full  refund  of  your  subscription. 

To  accept  this  invitation,  simply  fill  in  and 
mail  the  attached  coupon  today. 


The  Value  Line  Investment  Survey 

ARNOLD  BERNHARD  &  CO.,INC.»  5  EAST  44th  STREET*  NEW  YORK,  N.Y.  10017 
□ 


SIGNATURE 


NAME  (please  print) 


ADDRESS 


Begin  my  special  12-week  trial  to  The 
Value  Line  Survey  (limited  once  to  any 
household  every  two  years)  and  send  me 
the  Investors  Reference  Service  and 
"Investing  in  Common  Stocks"  as  a 
bonus.  My  check  or  money  order  for  $29 
is  enclosed. 

□  •  prefer  one  year  (52  weeks)  of  Value  Line, 
plus  the  bonus  Investors  Reference  Ser- 
vice and  "Investing  in  Stocks,"  for  $248. 
(NY  residents  add  applicable  sales  tax.) 

□  Payment  enclosed      □  Bill  me 
GUARANTEE:  If  dissatisfied  for  any  reason,  I  may  return  the 
material  within  30  days  for  a  full  refund  of  the  fee  I  have  paid. 
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APT.  NO. 


CITY 


STATE 


ZIP 

Not  assignable  without  subscribers 
consent.  Foreign  rates  on  request. 


Technician's  Perspective 

How  Bullish  Can  You  Get? 

By  John  W.  Schulz 


The  stock  market,  looked  at  in  the 
usual  way,  ought  to  be  a  cinch  to 
figure  out  now.  Just  look  at  all  the 
goodies:  Early  last  month  the  Dow 
refused  to  break  "support"  around 
780  for  the  third  time  since  midsum- 
mer, so  even  a  one-eyed  chartist 
could  holler  "Triple  Bottom!"  and 
turn  bullish.  What's  more,  if  you 
looked  behind  the  chart,  you  could 
see  that  the  man  responsible  for  nail- 
ing the  triple  bottom  together  was 
good  old  Dr.  Arthur  Burns  at  the 
Federal  Reserve,  where  his  gremlins 
let  the  pivotal  short-term  Federal 
Funds  rate  drop  half  a  percentage 
point.  And  not  long  after  that,  the 
Fed  eased  up  a  tiny  bit  on  commer- 
cial banks'  reserve  requirements, 
while  Dr.  Burns  kept  repeating  that 
the  central  bank  would  spare  no  effort 
to  maintain  the  integrity  of  the  bank- 
ing system  (and  thus,  presumably,  of 
the  financial  markets)  if  Fun  City 
defaults.  Then  the  news  began  to 
leak  out  of  Washington  that  the  econ- 
omy had  a  whopping  statistical  re- 
covery in  the  third  quarter,  with  in- 
flation subsiding.  And  then  the  banks 
started  to  cut  the  prime  rate. 

What  more  could  anybody  have 
wanted?  No  default  for  New  York 
City?  Makes  no  difference,  they  all 
said,  everybody  knows  all  about  the 
default.  So  the  problem's  already  in 
the  price  structure,  pretty  much  dis- 
counted, don't  worry  about  it,  for- 
ward march  and  do  your  buying  with 
Uncle  Arthur's  blessing.  This  triple 
bottom  has  got  to  mean  we're  looking 
at  the  start  of  the  second  leg  of  our 
1975-7?  bull  market.  Everything's  in 
gear  for  higher  stock  prices:  business, 
easier  money,  a  lot  of  technical  mar- 
ket indicators,  almost  everything  ex- 
cept New  York  City  and  that's  going 
to  be  quarantined  in  the  cancer  ward, 
if  necessary.  And  from  this  triple  bot- 
tom we're  bound  to  go  through  Dow 
880  and  then  on  to  new  bull-market 
highs,  it's  only  a  matter  of  time.  And 
once  we're  nicely  into  the  900s,  that 
half-blind  chartist  will  have  absolute- 
ly no  trouble  seeing  that  we've  come 
out  of  a  gigantic  base  the  Dow  was 
working  out  under  900  ever  since  late 
1973,  and  boy-oh-boy,  even  if  you're 

Mr.  Schulz  is  a  senior  partner  in  the  NYSE  firm  of 
Brean  Murray  &  Co.  Inc. 


ultraconservative,  that  base  is  so  big 
it's  got  to  mean  a  new  alltime  high 
above  Dow  1075  for  this  bull  market 
sooner  or  later. 

You  don't  like  this  technical  stuff? 
OK,  the  Dow  ought  to  be  able  to 
earn  at  least,  say,  $90  next  year,  may- 
be something  nearer  $100,  and  the 
quality  of  earnings  will  be  better  be- 
cause the  inflation  rate  will  be  down, 
and  Arthur  won't  crunch  us  in  an 
election  year,  so  why  couldn't  the 
Dow  go  to  11-12  times  earnings? 
That's  not  excessive,  historically,  and 
you  don't  have  to  be  a  very  daring 
young  man  with  an  electronic  calcula- 
tor in  one  of  the  big,  respectable  Wall 
Street  research  departments  to  calcu- 
late from  the  textbook  formulas  that 
the  multiple  should  get  there. 

Bound  To  Be  Cautious 

I  started  out  by  saying  that  this 
market  ought  to  be  a  cinch  to  figure 
out:  All  you  have  to  do  is  take  things 
at  face  value,  and  you  have  to  come 
up  with  a  longer-term  scenario  that's 
more  or  less  aggressively  bullish,  but 
bullish.  The  one  you  just  read  I  made 
up  myself,  but,  if  I  know  The  Street, 
you  can  hear  others  very  much  like 
it  all  over  the  place.  You  can  poke 
holes  in  them,  yet  basically  they  make 
sense.  Still,  something  bothers  me 
about  the  whole  idea.  Not  enough  to 
make  me  scrap  it  and  turn  bearish, 
but  enough  to  make  me  wonder 
whether  it  could  really  be  all  that 
easy  and  simple.  After  all,  these  are 
not  ordinary  times,  so  maybe  it's  not 
quite  safe  to  draw  the  usual  conclu- 
sions based  on  the  past  record  and 
on  the  textbooks  (whether  technical 
or  fundamental). 

But  what  other  conclusions?  I  don't 
know,  perhaps  we'll  have  to  grope 
our  way  along,  because  in  these  un- 
usual times  familiar  events  may  have 
unusual  consequences,  at  least  in  the 
stock  market.  To  my  mind,  the  key 
factor  is  that  we  are  still  living  in  the 
backwash  of  the  worst  and  longest 
bear  market  in  over  40  years.  This 
generation  of  investors  is  bound  to 
bear  the  scars  for  a  long  time.  Prob- 
ably they  can't  be  expected  to  re- 
spond to  bullish  news  and  views  ex- 
actly the  way  they  did  during  their 
pre-bear-market  years.  Today,  they're 


battle-fatigued,  gun-shy,  and  slow  to 
get  enthusiastic  about  something  that 
turned  out  to  be  as  risky  as  a  com- 
mon stock. 

Just  look  at  these  learned  "perfor- 
mance" studies  that  have  been  turn- 
ing up  in  the  financial  journals  prov- 
ing that  money  managers  have  no 
long-run  chance  to  outperform  the 
stock  market  averages.  Sure,  the  bear 
market  ruined  just  about  everybody's 
performance  record,  but  now  the 
financial  scholars  tell  institutional 
portfolio  managers  that  trying  to  beat 
the  averages  isn't  really  safe  for  them 
as  fiduciaries  under  the  prudence 
standards  of  the  Pension  Reform  Act 
of  1974.  (If  it  hadn't  been  for  the 
bear  market  that  act  might  not  have 
gotten  on  the  books.)  Some  turnoff! 
Why  should  they  be  in  a  hurry  to 
load  up  with  common  stocks,  when 
they've  got  plenty  left  over  in  case 
there  is  a  big  bull  market?  Meanwhile 
it's  a  lot  easier  and  more  comfortable 
to  cover  your  actuarial  pension  fund 
requirements  by  pushing  new  money 
into  high-yielding  bonds.  Noninstitu- 
tional  investors  can  take  a  cue  when 
they  see  one. 

Another  effect  of  the  bear-market 
trauma  is  that  few  investors  seem  will- 
ing to  be  more  than  vaguely  optimis- 
tic about  the  really  long  haul.  And  un- 
less you  have  some  pretty  solid  con- 
victions, rightly  or  wrongly,  that 
things  will  keep  getting  better  and 
better,  how  much  are  you  going  to 
pay  for  good  earnings  next  year?  Es- 
pecially as  long  as  you  wonder 
whether  1977  is  going  to  be  another 
one  of  those  crummy  postelection 
years  sprinkled  so  liberally  through 
the  stock  market  annals. 

And  if  that's  the  way  you  feel  about 
common  stocks,  you  look  at  dividends 
more  than  at  earnings  prospects.  You 
know  the  Dow  this  year  is  paying  $38 
or  $39,  maybe  something  more  next 
year.  But  you've  also  heard  that  busi- 
ness is  going  to  need  a  lot  of  capital, 
so  corporations  may  be  stingy  about 
upping  dividend  payouts.  Meanwhile, 
you  can  get  better  than  8%  on  long- 
term  Treasury  paper  and  more  than 
that  on  top-grade  corporate  bonds, 
and  I  have  yet  to  hear  anybody  pre- 
dict these  fixed-income  yields  will 
drop  very  much  going  into  1976.  Un- 
til they  do,  why  should  anybod\  | 
a  lot  more  than,  say,  900  lor  the  Dow, 
where  next  year's  dividend  yield  prob 
ably  would  be  4.5%  or  perhaps  i 
shade  less? 

To  me,  for  now,  all  (his  means 
we're  not  headed  for  a  big,  runaway 
bull-market  leg.  On  the  othei  hand, 
I  think  it  probably  also  means  that 
the  risk  <>l  a  bc.n  -market  sized  Intel 
mediate  downtrend  has  receded  and 
I  find  that  prelt\   encouraging.  ■ 
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GET  RICH  SLOWLY 

with  the  help  of  U.S.  News  &  World  Report's 

MONEY  MANAGEMENT  LIBRARY.  Start  by  reading 

What  Everyone  Needs  to  Know  About  Law"  free  for  10  days 


t( 


The  world  is  filled  with  get-rich-quick 
schemes.  Most  of  them,  alas,  don't  work- 
arid  cause  unwary  investors  to  lose  mil- 
lions of  dollars  every  year. 

But  there  are  many  excellent  and  com- 
pletely sound  opportunities  to  get  rich 
slowly  that  often  are  overlooked  by  the 
average  person. 

For  instance,  did  you  know  that  if  you 
started  investing  just  a  little  more  than 
$80  every  month  at  the  age  of  30,  and  got 
a  15%  return  compounded  annually,  by 
the  time  you  were  65  it  would  add  up  to 
$1,013,346?  Over  a  million  dollars  from 
about  $80  a  month! 

Of  course,  this  does  not  take  into  ac- 
count the  income  tax  you  would  pay  on 
the  return  from  your  investment.  But 
sound  tax  planning  can  reduce  this  factor 
to  a  minimum. 

And  if  you  are  older  than  30,  it  is  true 
that  you  do  not  have  as  long  a  period  of 
time  to  pyramid  your  savings,  but  you 
probably  are  earning  more  than  you  did 
at  30  and  can  afford  to  save  and  invest 
more  than  $80  a  month. 

$80  a  month,  admittedly,  is  not  "small 
change."  But  with  shrewd  money  man- 
agement, many  families  can  save  that 
amount.  And  getting  a  return  of  15%  on 
an  investment,  although  very  good,  is 
'  not  as  impossible  as  it  may  sound. 

According  to  statistics,  in  one  recent 
20-year  period,  the  combined  annual  re- 
turn from  dividends  and  capital  appreci- 
ation on  all  common  stocks  averaged 
14.3%.  That's  a  figure  that's  all  the  more 
meaningful  right  now,  when  stocks  are 
at  a  level  where  some  experts  think  they 
may  be  bargains. 

Similar  returns  may  be  found  in  well- 
chosen  real  estate  investments  or  in  a 
carefully  managed  family  business. 

Then  why  don't  most  of  us  end  up  with 
at  least  a  million  dollars  by  the  time 
we're  65? 

Sometimes  it  is  due  to  unavoidable 
circumstances— unemployment,  family 
illnesses,  and  so  forth.  But  surely  an  im- 
portant factor  is  simply  a  lack  of  knowl- 
edgeable planning  and  sound  money 
management. 


It  is  with  this  common  problem  in 
mind  that  the  publishers  of  U.S.  News  & 
World  Report  have  now  developed  the 
MONEY  MANAGEMENT  LIBRARY. 

This  series  has  been  designed  to  provide 
you  with  the  professional  guidance  nec- 
essary to  manage  your  money:  to  help 
you  do  the  best  possible  job  of  saving 
it— stretching  it  — investing  it— minimiz- 
ing the  tax  on  it— and  passing  it  on  to 
your  heirs. 

To  introduce  you  to  this  eye-opening 
series  of  books,  we  would  like  to  send  you 
the  first  book  in  the  series  to  read  and 
use  free  for  10  days.  It's  on  a  subject 
which  affects  virtually  every  financial 
transaction  you  engage  in,  and  which 
can  dramatically  influence  your  financial 
well-being  for  better  or  worse:   the  law. 

Called  "What  Everyone  Needs  to 
Know  About  Law,"  this  book  discusses— 
in  concise,  easy-to-understand  language 
—the  various  kinds  of  law  that  affect  your 
life.  Tort  law,  which  dictates  the  pay- 
ment of  damages  for  personal  injury. 
The  law  of  contracts,  which  governs 
everything  from  using  the  telephone  to 
buying  a  home  and  operating  a  business. 
Estate  law  and  banking  law.  Among  the 
things  you'll  learn: 

—An  eight-point  checklist  to  help  pro- 
tect yourself  when  a  personal  injury 
incident  occurs. 

—How  to  use  a  merchant's  Retail  In- 
stallment Contract  to  "shop  around"  for 
a  better  buy  elsewhere. 

—Five  rules  to  help  you  protect  your- 
self against  deceptive  sales  practices. 

—Oral  agreements:  when  are  they 
valid  contracts  and  when  are  they  not? 

—How  just  a  few  sentences  in  your 
will  can  save  your  heirs  hundreds  or  even 
thousands  of  dollars. 

—If  you  sell  real  estate,  you  can  save 
yourself  thousands  of  dollars  by  having 
your  broker  sign  an  "exclusive  agency" 
agreement  rather  than  an  "exclusive 
right  to  sell." 

—How  to  spot  costly  problem  areas  in 
contracts  before  you  sign  them. 


—The  one  important  legal  document 
you  should  not  keep  in  your  safe  deposit 
box. 

—Federal  income  tax  audits:  how  to 
determine  beforehand  if  your  return  is 
likely  to  be  "flagged." 

—How  to  go  about  administering  an 
estate  for  which  you  have  been  named 
executor  or  executrix. 

—A  simple  step  that  saves  your  life 
insurance  proceeds  from  estate  taxes. 

—The  value  of  saving  your  "closing 
statement"  when  you  buy  a  home. 

—Are  you  really  protected  if  you  hold 
onto  your  income  tax  returns  for  the 
customary  three-year  "statute  of  limita- 
tions" period? 

—What  are  some  of  the  legal  actions 
you  can  manage  without  the  services  and 
expense  of  a  lawyer? 

Other  books  in  the  series  will  then  ex- 
plain in  greater  detail  how  to  build  and 
pass  along  your  estate. 

They  include: 
"Planning  Your  Financial  Future" 
"How  To  Buy  Real  Estate" 
"Your  Income  Tax:  How  To  Save 

Money  And  Avoid  Trouble" 
"Stocks,  Bonds  &  Mutual  Funds" 
"How  To  Find  A  Growth  Stock" 

And  in  each  book,  everything  you  want 
and  need  to  know  is  explained  in  the 
clear,  practical,  no-nonsense  style  for 
whicb  the  news  magazine,  U.S.News  & 
World  Report,  is  famous.  The  reliability 
of  the  facts  is  also  in  keeping  with  U.S. 
News  &  World  Report's  high  standards. 

To  read  the  first  book,  "What  Everyone 
Needs  to  Know  About  Law,"  free  for  10 
days,  send  no  money  —  just  mail  coupon. 
If  you  are  pleased  with  it,  you  may  keep 
it  for  only  $5.50  (a  direct-to-you  dis- 
count of  more  than  20%  off  the  suggested 
retail  price)  plus  shipping  and  handling, 
and  continue  to  receive  another  book  in 
the  series  on  approval  every  other  month. 
Or  you  may  return  your  first  book  in  10 
days  and  we  will  not  send  you  any  more. 
You  may  stop  receiving  books  in  the 
series  any  time  just  by  sending  us  a 
postcard  telling  us  to  cancel. 
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Books  by  U.S.  News  &  World  Report 

Post  Office  Box  951 ,  Hicksville,  N. Y.  1 1 802 


MP-123 


n 


Please  send  me  "What  Everyone  Needs  to  Know  About  Law"  for  free  examination.  If  I 
am  not  completely  satisfied  with  it,  I  may  return  it  within  10  days  without  paying  or 
owing  anything,  and  that  will  be  the  end  of  it.  Otherwise  I  will  keep  the  book  for  only 
$5.50  (a  saving  of  more  than  20%)  plus  shipping  and  handling.  You  will  then  send  me 
another  volume  in  the  series  every  other  month,  to  examine  free  and  to  keep,  if  I  wish, 
at  the  same  low  price.  There  is  no  minimum  number  of  books  that  I  must  buy,  and  I 
may  cancel  my  subscription  at  any  time  by  notifying  you. 


Name. 


Address . 
City 


.State. 


.Zip. 


Overseas  Commentary 


Bellwether  Of  Bull  Markets 


During  the  past  year  or  so  this  col- 
umn has  repeatedly  pointed  to  Ger- 
many as  the  area  where  one  could 
glean  important  clues  as  to  the  trends 
in  the  economies  and  stock  markets 
in  other  countries.  The  reasoning  was 
fairly  simple:  Germany  had  been  the 
first  country  to  adopt  strong  anti-in- 
flationary measures  way  back  in  early 
1973.  These  measures  proved  reason- 
ably successful  and  Germany  was  in 
the  enviable  position  of  having  a  com- 
plete reflationary  package  available, 
in  late  1974,  at  a  time  when  many 
other  countries  were  still  taking  ini- 
tial steps  to  fight  inflation. 

This  seemingly  successful  manage- 
ment of  the  economy  was  reflected 
in  an  above  average  stock  market  per- 
formance, with  the  German  market 
the  only  major  world  market  to  ac- 
tually score  a  small  gain  in  1974;  it 
further  posted  a  very  sharp  40%  gain 
over  a  six-month  period  starting  in  Oc- 
tober that  same  year.  Everything  ap- 
peared to  be  going  according  to  plan 
—until  the  second  quarter  of  this  year 
when  it  became  apparent  that  the 
economic  recovery,  at  best,  would  be 
very  slow.  The  stock  market  promptly 
had  a  15%  reaction,  erasing  roughly 
one-third  of  the  prior  gain. 

So  far  so  good:  The  market  had 
been  the  first  to  turn  up  and  was  also 
the  first  to  show  a  substantial  decline. 
Most  other  markets  followed  these 
two  major  moves  in  Germany  with  a 
time  lag  of  anywhere  from  one  to 
three  months.  Will  the  next  move  in 
Germany  similarly  foreshadow  trends 
in  other  markets?  Admittedly  there  is 
a  limit  to  the  validity  of  economic 
and  stock  market  comparisons  across 
national  boundaries,  but  I  continue 
to  feel  that,  in  the  current  worldwide 
economic  environment,  with  the  great 
similarity  of  economic  problems,  par- 
ticularly in  the  European  countries, 
the  German  experience  is  significant. 

The  importance  of  the  German 
economy  to  Europe  is  obvious.  But 
the  German  stock  market  may  now 
be  showing  how  stock  markets  react 
when  an  economic  recovery  is  much 
slower  than  had  been  anticipated.  Of 
course,  this  is  exactly  what  has  been 
happening  in  most  of  the  world,  with 

Mr.  Oechsle  is  associated  with  Putnam  Management, 
Boston,  Mass. 


By  Walter  Oechsle 


the   possible    exception    of    the    U.S. 

Let  me  recapitulate  briefly  some 
of  the  prevailing  economic  trends 
in  Germany,  which  will  tend  to  il- 
lustrate how  representative  they  are 
of  problems  in  many  other  countries. 
The  economy  is  heavily  dependent  on 
exports,  which  account  for  more  than 
20%  of  the  gross  national  product. 
With  world  trade  actually  shrink- 
ing in  1975,  the  successful  recipe  of 
the  past  of  avoiding  recession  by  in- 
creasing exports  is  clearly  impossible 
this  time  around.  Apart  from  the 
problems  caused  by  the  increased 
price  of  oil,  internal  structural  prob- 
lems are  an  important  aspect  of  the 
current  recession. 

The  economy  appears  to  have 
reached  maturity;  there  is  a  surplus 
of  housing;  saturation  rates  in  autos 
and  other  consumer  durables  have 
reached  very  high  levels.  In  addition, 
capital  spending  has  been  particular- 
ly weak;  in  real  terms  it  will  be  no 
higher  in  1975  than  in  1970.  Yet  the 
high  rate  of  private  capital  forma- 
tion in  Germany  has  probably  been 
the  root  cause  of  the  entire  Wirt- 
schaftswunder  of  the  past  30  years. 
With  capacity  utilization  at  a  meager 
75%,  the  outlook  for  increased  capital 
spending  now  remains  rather  dim. 

The  government  deficit  and  financ- 
ing requirements  are  reaching  un- 
precedented proportions,  causing  re- 
curring bouts  of  anxiety  over  "crowd- 
ing out,"  a  resumption  of  higher  in- 
terest rates  and  of  inflation,  and  a 
second  significant  downleg  in  the 
economy.  Consumer  spending  has  not 
been  nearly  as  strong  as  anticipated; 
yet  it  has  become  increasingly  clear 
that  any  significant  turn  in  the  econ- 
omy will  have  to  be  led  by  the  con- 
sumer. Obviously,  this  could  be  in- 
terpreted as  a  doomsday  scenario,  but 
I  choose  to  view  it  differently. 

It  is  particularly  in  the  area  of  con- 
sumer spending  that  there  have  been 
some  very  hopeful  signs  in  the  past 
month  or  so.  While  sales  of  nondur- 
ables  had  been  doing  quite  well  all 
along,  sales  of  autos  and  household 
appliances  have  also  shown  some 
recent  strength.  This  is  a  first  indi- 
cation that  consumer  confidence  is 
returning.  In  my  opinion,  this  bodes 
well  not  only  for  the  German  econo- 


my and  stock  market,  but  for  most 
other  markets  as  well.  Let  me  repeat: 
Since  the  German  economy  is  prob- 
ably the  internationally  most  integrat- 
ed major  world  economy,  it  epito- 
mizes the  major  problems  faced  by 
the  world's  economies.  Any  indication 
of  a  turn  for  the  better  in  Ger- 
many is  a  solid  indicator  that  the 
prophets  of  doom  will  have  to  wait 
another  turn  in  the  indefinite  future. 

How  has  the  German  stock  market 
been  reacting  to  these  rather  mixed 
economic  developments?  At  the  mo- 
ment it  is  flirting  with  its  recovery 
high  of  April  and  June  of  this  year, 
and  I  rather  expect  it  decisively  to 
break  through  to  a  new  high.  In  terms 
of  an  international  investment  strate- 
gy, this  implies  that  the  corrections 
undergone  by  most  stock  markets  in 
the  past  few  months  have  pretty  much 
run  their  course  and  that  we're  about 
to  embark  on  the  second  leg  of  a  ma- 
jor bull  market. 

Obviously,  the  German  market  is 
a  safe  bet  under  these  circumstances, 
but  the  rewards  (and  the  risks)  in 
some  other  European  markets,  such 
as  France,  Switzerland  and  Holland, 
are  potentially  greater.  These  markets 
will  be  catching  up  to  the  German 
market.  They  may  provide  an  excel- 
lent opportunity  for  investors  who 
may  have  missed  the  boat  in  Germany. 

Warning 

On  the  other  hand,  should  the  mar- 
ket recovery  in  Germany  fall  short  of 
a  decisive  breakthrough  to  a  new 
high,  I  would  advise  extreme  caution 
toward  other  markets,  probably  even 
those  of  the  U.S.  and  Japan.  Ad-, 
mittedly,  it  is  more  difficult  to  see  sim- 
ilarities between  the  latter  two  econo- 
mies and  Germany's,  but  just  as  a 
matter  of  feel,  which  still  seems  to 
be  one  of  my  better  forecasting  tools, 
I  do  not  expect  these  two  markets  to 
have  any  major  moves  not  preceded 
by  a  similar  one  in  Germany.  This  is 
not  exactly  a  widely  held  view.  But 
should  my  approach  turn  out  to  be 
correct,  it  would  not  be  the  first  time 
that  a  widely  held  view  (which  now 
is  that  the  U.S.  economy  and  stock 
market  will  lead  any  worldwide  re 
covery )  has  fallen  by  the  wayside. 

Incidentally,  lest  this  note  of  can 
tion  be  taken  as  a  retreat  from  my 
long-held  conviction  that  we  are  in  a 
major  worldwide  bull   market,   I   re 
main  convinced  that  we  are.  I  con 
tinue  to  feel  that  the  mainstays  of  any 
internationally     diversified     portfolio 
ought  to  be  the  U.S.,  Japan  and  G«J 
many,  with  other  markets  providing 
opportunities  both  to  catch  up  with 
these    markets    and   possibly   outpei 
form  them  once  a  clearly  defined  up 
trend  has  been  established.   ■ 
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J3  Take  advantage  of  this  once-a-year 
offertosee  United's49th  annual  look 
into  the  coming  year. 


United's  well-known  analysis  of  the  Stock  Market 
and  the  Economy  in  clear,  unhedged  language, 
issued  December  8,  covers: 

Stock  Market       Energy  Raw  Materials 

Autos/Trucks  Federal  Policies 
Retail  Trade    Labor/Employment 
Building  Dividends 

Production      Agriculture 


Business 
Inflation 
Interest  Rates 
Earnings 


Int'l  Economics    Services         Capital  Spending 

PlUS  United's  selections  including 
our  analysis  of  profit  potential  and  risk 

•  1 5  Stocks  to  Buy  For  Profit  In  a  Recovery  Year 

•  5  Stocks  to  Buy  For  Long  Term  Growth 

•  5  Low  Priced  Speculations 

•  Recommendations  for  the  Income  Minded 
Bonds  •  Tax-Frees  •  Convertibles  •  Common  Stocks 

You  will  also  receive  this  Bonus  Report 

65  Utilities 

Buy?  Hold?  Sell? 

Facts,  figures,  individual  analysis,  and  appraisal  of  risk 
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Two  18 -hole  golf  courses  (1  championship, 
1  lighted  executive).  Gourmet  wining  and 
dining.  Luxurious  guest  rooms.  Tennis  courts. 
Meeting  facilities.  Scottish  baronial  atmos- 
phere. Open  year  round.  Near  airports  and 
arterial  expressways.  Write  for  brochure  I. 
Sam  Mandalari,  Manager,  Palmetto  Express- 
way at  N.W.  154  Street,  Miami  lakes,  Florid  a 
33014  or  call  Miami  (3051  821-1150. 


Miami  Lakes  Inn 
&  Country  Club 


Consecutive  dividend 
payments  since  1939 

Panhandle 
Eastern 

Pipe  Line  Company 

Quarterly  Dividend 
52720  per  Common  Share 

Payable  December  15, 1975 
Record  November  14, 1975 
Declared  October  22, 1975 

Cyril  J.  Smith 
Secretary 


Houston,  Texas 


Common  Stock 
Dividend 


The  Board  of  Directors  of  Central 
and  South  West  Corporation  at  its 
meeting  held  on  October  16,  1975 
declared  a  regular  quarterly  divi- 
dend of  twenty-nine  cents  (29#) 
per  share  on  the  Corporation's 
Common  Stock.  This  dividend  is 
payable  November  28,  1975,  to 
stockholders  of  record  October  31, 
1975. 

LEROY  J.  SCHEUERMAN 

Secretary  and  Treasurer 

Central  and  South  West 
Corporation 

Wilmington,  Delaware  19899 


The  Market  Outlook 


Some  Speculative 
Turnarounds 

By  Sidney  B.  Lurie 


One  could  say  that  as  the  1950s  were 
the  Fabulous  Years  and  the  1960s 
were  the  Soaring  Years,  so  the  1970s 
are  proving  to  be  the  Sober  Years. 
Philosophically,  thus  far  this  has  been 
a  decade  of  disenchantment.  Practi- 
cally, however,  I  suspect  that  the  sec- 
ond half  of  the  decade  could  be  the 
start  of  something  bigger  and  more 
pleasant  than  most  now  visualize. 
There  is  a  vast  difference  between  a 
ripple  and  a  tidal  wave;  we've  already 
had  the  former,  and  I  doubt  that  we 
face  the  latter.  In  my  opinion,  year- 
end  and  1976  prices  will  be  above 
going  levels. 

It  seems  to  me  that  too  little  con- 
sideration is  being  given  to  the  con- 
structive subtleties  in  the  background. 
For  example:  Not  only  have  pressures 
built  up  for  the  Federal  Reserve 
Board  to  maintain  confidence  in  the 
banking  system  as  a  whole,  but  fac- 
tors that  would  permit  a  more  accom- 
modative money  policy  have  devel- 
oped. The  current  economic  news  is 
good  and  will  get  better!  History 
indicates  that  business  outlays  for 
new  plant  and  equipment  always  turn 
up  about  three  months  after  the  bot- 
tom of  the  overall  business  cycle 
(which  came  in  the  second  quarter). 
Many  companies  have  been  reporting 
better  third-quarter  earnings  than  in 
1974,  and  the  trend  now  is  up.  Re- 
sults  in    1976    could   be    impressive. 

There  are  a  number  of  newly  in- 
teresting stocks  of  companies  emerg- 
ing from  past  problems  which  offer  an 
attractive  risk/reward  ratio.  I  con- 
sider Airco  (around  18,  paying  $1) 
an  interesting  speculation,  even 
though  this  revitalized  company's  15% 
increase  in  third-quarter  profits  in  the 
face  of  a  9%  decline  in  sales  is  more 
apparent  than  real.  Last  year's  74 
cent-per-share  profit  was  after  a  26- 
cent  special  charge  for  additional  de- 
preciation; the  current  third-quarter 
84  cents  was  after  a  7-cent  charge  for 
unrealized  foreign-exchange  losses. 

But  the  showing  is  quite  commend- 
able, for  it  took  place  in  the  face  of 
a  sharp  decline  in  demand  from  the 
steel  industry,  which  acccounted  for 
38%  of  last  year's  net  sales.  It  reflects 
a    better    overall    operating    environ- 

Mr.    Lurie    is    a    partner    in    the    New    York    Stock 
Exchange  firm  of  Josephthal  &  Co. 


ment  than  in  past  years,  plus  the  com- 
pany's basically  improved  operating 
efficiency.  It  seems  to  me  that  the 
record  $3.75  to  $4  per-share  earnings 
potential  for  1975  ($2.92  last  year) 
could  be  bettered  next  year:  I  expect 
an  upturn  in  overall  steel  production, 
which  will  help  the  company's  indus- 
trial gas  business;  the  company's 
growing  carbon  and  graphite  prod- 
ucts business  will  have  the  benefit  of 
about  20%  additional  productive  ca- 
pacity; and  the  medical  gas  business, 
which  is  dominated  by  Airco,  con- 
tinues to  enjoy  new  peaks. 

Supply/Demand  Factor 

The  sharp  increase  in  asbestos 
prices  recently  announced  by  Johns- 
Manville  points  up  the  fact  that  de- 
mand has  been  greater  than  supply 
for  the  last  two  or  three  years  and 
probably  will  remain  so  in  the  fore- 
seeable future.  Thus,  although  (now 
corrected)  mining  problems  will  result 
in  a  sharp  decline  in  this  division's 
pretax  profits  contribution  in  1975 
(from  the  roughly  $1.20  per  share  of 
1974),  I  visualize  next  year's  division- 
al earnings  duplicating  the  1970  peak 
of  almost  $1.50  per  share  before  taxes. 
In  addition,  there  appears  to  be  ■ 
slight  pickup  in  the  physical  volume 
of  the  company's  overall  business. 
Physical  volume  is  where  the  earn- 
ings leverage  can  develop  and  the 
company  probably  has  a  theoretical 
sales  capacity  close  to  double  this 
year's  estimated  $l-billion-plus  vol- 
ume. With  this  year's  earnings  po- 
tential of  $2  per  share  likely  to  be 
bettered  in  1976  and  the  construction 
cycle  turning  up,  I  consider  the  com- 
mon stock  an  interesting  long-term 
speculation  (around  22,  with  a  $1.20 
annual  dividend ) . 

Burlington  Northern  is  enjoyin 
sharp  earnings  turnabout;  it  had  tin- 
best  third-quarter  earnings  in  its  his- 
tory (after  a  second -quarter  loss  and 
omission    of   the   July   common    di\  i 
dend).  In  fact,  there  is  a  strong  prob- 
ability that  December  quarter  profits 
will  exceed  the  year-ago  level,  brii 
ing  the  full-year  figure  to  $4  a  share, 
compared    with    the    alltimc    peak    ol 
$6.65  in  1974.  Coal  traffic  oootinues 
to  boom,  lumber  is  a  little  better  than 
the  low  point  of  this  spring,  and  the 
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movement  of  wheat  has  so  far  been 
startlingly  good.  I  am  not  greatly  con- 
cerned by  the  proposals  to  move  coal 
via  pipeline  or  the  environmentalists' 
suit  against  strip  mining  in  the  West. 
Next  year's  coal  traffic  should  reach 
another  alltime  high— and  so  could 
earnings,  particularly  if  the  residential 
building  industry  turns  around,  as  I 
expect  it  to.  All  in  all,  I  consider  the 
common  stock  (around  31)  an  inter- 
esting speculation  in  a  road  that  has 
enormous  natural  resource  assets. 

New  Orders  Up 

As  indicated  by  a  record  high  poly- 
ester fiber  production  rate  and  a 
greatly  improved  nylon  and  acrylics 
fibers  business,  the  apparel  business 
and  the  textile  fiber  industry  which 
supplies  it  have  decisively  turned  the 
corner.  All  of  which  brings  to  mind 
J. P.  Stevens  (around  17,  paying  80 
cents),  half  of  whose  fabric  sales  are 
to  the  apparel  industry,  roughly  one- 
third  to  the  home  furnishings  area 
(sheets,  towels,  carpeting,  etc.).  With 
incoming  orders  up  sharply  in  recent 
months  and  many  of  the  company's 
plants  now  running  at  capacity,  earn- 
ings for  the  fiscal  year  ended  last 
month  could  be  in  the  $1.60  per  share 
area,  as  against  an  alltime  peak  of 
$3.39  in  fiscal  1974.  The  upward 
trend  (profits  will  have  more  than 
quadrupled  between  the  second  and 
fourth  fiscal  quarters)  should  con- 
tinue in  the  1976  fiscal  year.  I  be- 
lieve that  the  American  textile  indus- 
try today  is  more  competitive  on  a 
worldwide  basis  than  ever  before. 

In  a  sense,  an  interest  in  Western 
Union,  which  has  spent  over  $110 
per  share  modernizing  facilities  dur- 
ing the  past  ten  years,  revolves  pri- 
marily around  philosophy,  perspec- 
tive and  patience.  The  stock  at  around 
14  is  statistically  "cheap"  in  relation 
to  its  $1.40  dividend  (which  I  be- 
lieve will  be  largely  if  not  completely 
tax  free  in  1975).  Operating  earnings 
may  be  close  to  the  $2.30  per  share 
of  1974.  The  company's  capital  ex- 
penditure programs  (and  outside  fi- 
nancing requirements)  appear  to  have 
peaked  and  debt  repayments  in  the 
near  future  should  not  present  any 
problems.  It  is  my  impression  that  the 
company's  satellite  communications 
program  is  now  operating  not  too  far 
from  its  estimated  $23-million  break- 
even point,  and  this  level  could  easily 
be  reached  by  the  second  quarter  of 
next  year.  If  next  year's  overall  econ- 
omy is  as  strong  as  I  expect  it  to  be, 
the  company's  total  gross  should  in- 
crease to  a  point  that  permits  offset- 
ting increased  depreciation  and  inter- 
est costs.  In  short,  1976  could  be  the 
figurative  takeoff  for  earnings,  which 
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I  was  asleep  for  29  years. 


Are  you  sure  you're  awake  while  you're  reading  this? 

Maybe  you're  in  the  kind  of  trance  I  used  to  be  in:  get  up,  go  to  work,  come  home. 
Get  up,  go  to  work,  come  home. You  know  what  I'm  talking  about: 

The  20th  Century  trance. 

If  I  wanted  to  do  something  new  and  different,  Td  think:  tomorrow. 

Get  involved  in  the  community  ecology  meetings:  tomorrow  Go  shopping  for  a 
portable  color  TV:  tomorrow.  Make  reservations  for  a  week  in  the  sun :  tomorrow. 

I  used  to  spend  my  life  going  through  the  motions  today,  and  putting  things  off 
until:  tomorrow. 

Nothing  happens  in  your  life  unless  you  make  it  happen.  I  started  thinking  that  way 
once  I  stepped  back  and  looked  at  my  life. 

And  thafs  why  I  made  Psychology  Today  a  part  of  my  life.  Ifs  a  magazine  about 
people  and  what  makes  them  tick.  The  human  experience.  It  makes  you  more  aware  about 
yourself.  And  self-knowledge  can  be  powerful  stuff.  It  can  make  you  throw  away  a  lot  of 
things  in  your  life,  and  flip  the  switch  to  go  after  the  new  things  you  really  want. 

I  have  my  new  color  TV  now.  In  fact,  a  whole  living  room  full  of  new  furniture. 
Tve  been  away  twice  this  year,  not  counting  long  weekends.  And  not  only  am  I  going  to 
community  meetings,  I'm  organizing  them. 

I  woke  up  to  the  fact  that  you  have  to  live  your  life  today,  even  though  you're  always 
planning  for  tomorrow. 

In  fact,  I  feel  secure  about  the  future. 

But  today  is  where  I  live. 

PT  readers  live  theirdreams  today,  not  tomorrow. 
Psychology  Today 

A  Ziff  Davis  Publication 
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Readers  Say 


(Continued  from  page  10) 
ares  are  wrong.  Irvru  Co.,  the  family 
partnership,  paid  over  $3  million  cash 
from  1968-71  for  about  47%  of  the 
stock  of  Amco  Industries,  which  owns 
the  three  distributorships.  Amco  is  to 
be  merged  with  a  subsidiary  of  Toy- 
ota, and  if  the  merger  is  approved 
at  the  forthcoming  stockholders  meet- 
ing, Irvru  Co.  would  receive  about 
$4.5  million  of  the  $9.6  million  be- 
ing paid  for  Amco.  Considering  the 
ength  of  time  and  risks  involved,  the 
return  is  far  from  the  killing  implied 
in  your  story.  If  your  article  is 
prophetic,  the  transaction  must  be 
most  timely. 

— Irvin  Swartzberg 

Chairman, 

Amco  Industries,  Inc. 

Carol  Stream,  111. 

Become  A  Lawyer? 

Sir:  Re  "If  It's  Rich  You  Want 
Your  Kids  To  Be  .  .  ."  (Fact  6-  Com- 
ment, Oct.  15).  Before  giving  such  ad- 
vice, listen  to  a  typical  lawyer's  chil- 
dren who  will  tell  you  of  dear  old  law- 
yer-Dad's six-day,  three-evening  work- 
week, his  depressing  dealings  with 
other  people's  problems  (usually  self- 
made),  his  being  incessantly  blamed 
or  the  effects  of  laws  created  by 
mbitious  politicians  elected  by  an 
uninformed  electorate  and  his  being 
ill  able  to  afford  to  pay  his  chil- 
dren's college  tuition. 

—Richard  L.  Loveland 
Columbus,  Ohio 

The  majority  in  most  state  legisla- 
tures and  Congress  are  lawyers— MSF. 

Sir:  You  say,  "Look  how  well  doc- 
tors used  to  do  until  lawyers  got  into 
their  act."  To  me,  the  lawyer  is  noth- 
ing more  than  a  stickup  man. 

—Richard  L.  Siggers,  M.D. 

Alondra  Medical  Center 

La  Mirada,  Calif. 

Sir:  Luke  (Chapter  11;  Verse  46) 
said  it  best:  "And  he  said,  Woe  unto 
you  also,  ye. lawyers!  for  ye  lade 
men  with  burdens  grievous  to  be 
jorne,  and  ye  yourselves  touch  not  the 
jurdens  with  one  of  your  fingers." 

—Guy  Moriello 
Chicago,  111. 

More  Unsolvable  Things 

Sir:  Re  your  comment  "Things 
rhere  Are  No  Solution  To— inflation, 
jureaucracy  &  dandruff'  (Fact  6- 
Comment,  Oct.  15).  Two  more:  bald- 
ness and  a  lousy  stock  market. 

-Lt.  Col.  Gerald  B.  Hurst,  USAF 
Fort  Walton  Beach,  Fla. 
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281st  COMMON  DIVIDEND 


A  regular  dividend  of  Sixty-seven  Cents  (67^)  per  share 

has  been  declared  upon  the  Common  Stock  of  American  Brands,  Inc., 

payable  in  cash  on  December  1 , 1 975,  to  stockholders  of  record 

at  the  close  of  business  November  10, 1975.  Checks  will  be  mailed. 

C.  A.  Mehos,  Vice  President— Finance 

October  28, 1975 

GALLAHER   LIMITED 
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Master  Lock  Company 

©Wilson  Jones 
Sunshine  Biscuits,  .NC 

4fe«fi/LIGHTING  CORPORATION 

r^r^^\ VISIBLE  |   RECORDS.  INC. 

DUFFY  -MOTT  COMPANY,  INC. 

The  Andrew  Jergens  Company 


W.  R .  1  m  &  Sons  Cutlery 

AMERICAN  BRANDS.  INC..  245  PARK  AVENUE.  NEW  YORK.  NY.  1001 7 


Selected  Energy 

QtflPlf  Q selected  for 

HIUUIIU  growth  possibilities., 
the  objective  of  Energy  Fund 


a  no-load  mutual  fund  founded  in  1955 

■  See  the  complete  portfolio 

■  Send  for  free  prospectus 

NO  LOAD 

NO  SALES  COMMISSION 

NO  REDEMPTION  FEES 

•  Individual  and  corporate 
investment  plans 

•  Individual,  corporate  and 
self  employed  (Keogh) 
investment  plans  available 

MEMBER  NO-LOAD  MUTUAL  FUND  ASSOC. 

Energy  Fund  522  Fifth  Ave. 
New  York,  N.Y.  10036  Dept  F 
(212)  575-7220 

Please  send  me  free  prospectus  and 
other  material  including  your 
complete  record. 

Name 


Address. 
City 


.State. 
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T.  ROW E  PRICE 

GROWTH  STOCK 

.  FUND,  INC. 

A  MO-LOAD  FUND 

Investing  in  stocks 

selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 


I  T.  Rowe  Price  Growth  Stock  Fund,  Inc. 

I  One  Charles  Center,  Dept.  A6 
Baltimore,  Md.  21201  Phone  (301)  547-2136  I 
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The  overture 
doesrit  begin  without 

the  maestro. 


The  men  who  wield  the  batons  make  things  happen. 
In  Board  Rooms  just  as  in  Symphony  Halls.  If  your 
advertising  hasn't  been  getting  the  results  you  want,  you 
may  not  be  reaching  those  executives  who  orchestrate 
the  action. 

And  the  action  in  American  business  is  concentrated  in 
relatively  few  hands.  Just  1,500  companies  pay  90%  of  all 
corporate  taxes.  So  if  you  aren't  reaching  the  executives  of 
those  companies,  and  striking  a  responsive  chord,  your 
advertising  program  may  be  off  pitch. 

For  more  than  eight  years  now  the  independent 
research  firm  of  Erdos  and  Morgan,  Inc.  has  conducted  a 
number  of  studies  showing  which  magazines  are  read 
regularly  by  corporate  officers  in  America's  biggest 
companies.  Consistent  with  previous  results  are  those  of 
the  1974  study.  Of  the  3,734  corporate  officer  responses 
from  1,300  top  corporations,  2,936  or  79%  said  they  read  at 
least  3  out  of  4  issues  of  Forbes  regularly.  This  compared 


with  61%  for  Business  Week,  50%  for  Fortune,  49%  for 
Time,  30%  for  Newsweek  and  28%  for  U.S.  News. 

And  when  the  Opinion  Research  Corporation  provided 
a  special  tabulation  of  their  ten  latest  Executive  Caravan 
Studies,  including  the  April,  1975  quarterly  wave,  the 
results  were  the  same.  More  officers  in  the  headquarters  of 
the  500  largest  industrial  companies  read  Forbes 
regularly  than  any  other  magazine. 

It's  no  wonder  that  Forbes  was  the  only  major 
business  or  news  magazine  to  show  a  gain  in  total 
advertising  pages  for  the  first  six  months  in  1975.  Because 
in  tough,  competitive  times  advertising  dollars  must 
work  harder  than  ever. 

Have  yours  been  working  as  hard  as  they  should? 
If  not,  try  advertising  in  Forbes.  We  think  you'll  soon  be 
humming  a  different  tune. 

FORBES:  CAPITALIST  TOOL 
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□  Indicated  below  are  those  advertisers  who  will  make 
ments.  Those  advertisers  designated  with  an  asterisk 
pany  name  and  job  title. 


information  available  to  Forbes  readers  as  stated  in  their  advertise- 
'?  will  provide  information  only  to  those  requests  which  include  com- 
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Advertising 
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If  you  would  only  recognize 
that  life  is  hard,  things  would  be 
so  much  easier  for  you. 
Louis  Brandeis 


Contentment  is  not  happiness. 
An  oyster  may  be  contented. 
Christian  Bovee 


As  long  as  I  have  a  want, 
I  have  a  reason  for  living. 
Satisfaction  is  death. 
George  Bernard  Shaw 


At  every  cross  way  on  the  road 
that  leads  to  the  future  .  .  .  each 
progressive  spirit  is  opposed  by 
...  a  thousand  men  appointed 
to  guard  the  past. 
M  iurice  Maeterlinck 


It  is  defeat  that  turns 
bone  to  flint  and  gristle  to  muscle 
and  makes  men  invincible. 
Henry  Ward  Beecher 


We  are  not  forced  into  unpleasant 

activities.  We  either  allow  them 

to  come  about  or 

we   encourage   them   to   come   about. 

William  Saroyan 


Every  innovation  makes  its  way 
against  opposition. 
Willi* m  Feather 


Progress  is  made  by  correcting 
the  mistakes  resulting 
from  the  making  of  progress. 
Claude  Gibh 


He  who  makes  no  mistakes 
never  makes  anything. 
English  Proverb 


When  one  door  is  shut,  another  opens. 
Miguel  de  Cervantes 


Difficulties,  like  work, 

are  blessings  in  disguise.  Life 

would  become  monotonous,  colorless, 

deadening  without  them. 

Difficulties  should  act  as  a  tonic, 

spur  us  to  greater  exertion, 

strengthen  our  will  poiver. 

Study  this  subject  through  to 

the  bottom,  and  you  icill  arrive  at 

this  conclusion: 

Thank  God  for  difficulties! 

B.C.  Forbes 


I  don't  care  what 

people  say  about  me. 

I  do  care  about  my  mistakes. 

Socrates 


One  thorn  of  experience  is  worth 
a  whole  wilderness  of  warning. 
James  Russell  Lowell 


There  is  nothing  so  insupportable 
to  man  as  complete  repose, 
without  passion,  occupation, 
amusement,  care.  Then  it  is 
that  he  feels  his  nothingness,  his 
isolation,  his  insufficiency, 
his  dependence,  his  impotence, 
his  emptiness. 
Blaise  Pascal 


A  variety  of  nothing  is  better 
than  a  monotony  of  something. 
Jean  Paul  Richter 


Do  today  what  should  be  done. 
Your  tomorrow  may  never  come. 
Harry  F.  Banks 


I  do  not  believe  that 

sheer  suffering  teaches. 

If  suffering  alone  taught, 

all  the  world  would  be  wise 

since  everyone  suffers. 

To  suffering  must  be  added  mourning, 

understanding,  patience,  love, 

openness  and  the  willingness 

to  remain  vulnerable. 

Anne  Morrow  Lindberch 


Making  life  easier  doesn't  seem 
to  make  folks  happier. 
Arnold  Glasow 


Human  felicity  is  produced 
not  so  much  by  great  pieces  of 
good  fortune  that  seldom  happen, 
as  by  little  advantages 
that  occur  every  day. 
Benjamin  Franklin 


The  weak  sinews  become  strong 
by  their  conflict  with  difficulties. 
Edwin  Chapin 


Executive  Gift  Suggestions:  Ot;er 
3,000  "Thoughts"  now  available  in 
574-page  book  at  $9.95.  Also  Fact 
and  Comment — the  most  quoted 
editorials  of  Malcolm  Forbes  in 
hardcover  at  $7.95.  Send  check(s) 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  NY.  10011.  NY.  State 
residents,  add  4% -8%  sales  tax. 


A  Text . . . 


Sent  in  by  Ernest  M.  Parrot,  San  Diego, 
Calif.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  senders 
of  texts  used. 


Ye  shall  do  no  unrighteousness  in 
judgment:  thou  shall  not  respect  the 
person  of  the  poor,  nor  honor  the  per- 
son of  the  mighty:  but  iti  righteous- 
ness shall  thou  judge  thy  neighbor. 
Leviticus  19: 15 
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Think  s  nsible. 
Citation  has  a  unique  time-saving  feature: 
twice  as  many  airports  as  other  jets. 


The  Citation  wasn't  designed  to  be  the 
world's  fastest  jet. 

But  it  often  gets  you  places  faster  than 
any  other  jet.  (And  always  at  less  total  cost.) 

Reason?  The  Citation  has  the  shortest 
landing  distance  of  any  jet.  Which  means  it  can 
use  some  1,000  small-town  runways  in  the  U.S. 
that  are  too  short  for  other  jets. 

So,  on  a  trip  from,  say,  Houston  to 
Kenosha,  Wisconsin,  to  visit  Eaton  or  American 
Motors  you  don't  have  to  fly  to  Milwaukee  or 


Chicago,  rent  a  car,  and  then  spend  an  hour 
fighting  traffic  to  Kenosha.  You  simply  take  the 
Citation  shortcut  — and  jet  straight  to  Kenosha. 

Think  sensible.  The  Citation  also 
stretches  fuel  four  times  farther  than  today's 
biggest  business  jets.  And  its  price  of  $845,000 
is  below  that  of  several  turboprops. 

For  a  brochure,  write  James  B.  Taylor,  VP, 
Cessna,  Dept.  59P,  Box  1107,  Wichita,  Kan.  6720 1 . 

The  sensible  Citation 


No  wonder  we're  broke! 


When  we're  giving  away  money  we  don't  have,  and  getting  hatred  and  antagonism  in  return, 
when  we're  borrowing  money  at  high  interest  in  order  to  give  more  money  away. .  .when  we 
have  to  raise  our  debt  limit  to  530  billion  dollars  in  order  to  continue  pouring  our  billions  all 
over  the  world— then  isn't  it  time  you  and  I  told  Congress  what  they  have  got  to  do— STOP 
SPENDING,  AND  SAVE. 

Here's  the  sorry,  tragic  record— our  "loans"  and  give-aways  (which  we  couldn't  afford) 
1946  to  1974. 


Afghanistan  $463,900,000 

Bangladesh  525,600,000 

Cyprus  29,500,000 

Egypt  891,600,000 

Greece  4,253,300,000 

India  9,026,400,000 

Iran  2,129,100,000 

Iraq  93,300,000 

Israel  5,204,500,000 

Jordan  1,084,200,000 

Lebanon  151,000,000 

Nepal  198,600,000 

Pakistan 4,982,400,000 

Saudi  Arabia  326,500,000 

Sri  Lanka 214,300,000 

Syria 61,200,000 

Turkey 6,608,600,000 

Yemen,  People's  Democratic 

Republic  of  4,500,000 

Yemen  Arab  Republic 50,000,000 

Central  Treaty  Organization  52,700,000 

•Near  East  and  South 

Asia  Regional  459,000,000 

Argentina  394,800,000 

Bahamas 300,000 

Barbados  1,200,000 

Belize 6,900,000 

Bolivia  663,900,000 

Brazil 2,913,800,000 

Chile  1,125,800,000 

Colombia 1,424,700,000 

Costa  Rica  199,800,000 

Cuba 16,400,000 

Dominican  Republic  520,800,000 

Ecuador  345,600,000 

El  Salvador  162,500,000 

Guatemala  329,400,000 

Guyana 80,400,000 

Haiti  121,300,000 

Honduras  169,700,000 

Jamaica  99,800,000 

Mexico  297,900,000 

Nicaragua 223,700,000 

Panama  317,000,000 

Paraguay  167,500,000 

Peru  598,000,000 

Surinam 5,800,000 

Trinidad  and  Tobago 40,500,000 

Uruguay  * 210,300,000 

Venezuela  340,300,000 

Other  West  Indies 13,000,000 

ROCAP 247,800,000 

East  Caribbean  Regional 33,000,000 

Latin  America  Regional  3,192,400,000 

Burma 185,000,000 

Cambodia  1,799,400,000 

China,  Republic  of 5,708,500,000 


Hong  Kong  43,800,000 

Indochina,  Undistributed  1,542,500,000 

Indonesia  1,991,500,000 

Japan 3,834,100,000 

Korea 11,360,500,000 

Laos 2,521,700,000 

Malaysia 131,000,000 

Philippines  2,355,600,000 

Ryukyu  Islands 413,700,000 

Singapore 23,500,000 

Thailand 1,898,600,000 

Vietnam  22,356,300,000 

Western  Samoa  4,000,000 

East  Asia  Regional 422,700,000 

Algeria  180,400,000 

Botswana  33,900,000 

Burundi 10,300,000 

Cameroon 34,400,000 

Central  African  Republic 6,800,000 

Chad 17,900,000 

Congo,  People's  Republic  of  the  ..  5,600,000 

Dahomey  15,600,000 

Ethiopia  538,400,000 

Gabon 7,800,000 

The  Gambia  7,100,000 

Ghana  283,300,000 

Guinea  105,900,000 

Ivory  Coast 35,900,000 

Kenya  112,000,000 

Lesotho  19,000,000 

Liberia  229,700,000 

"Libya 228,600,000 

Malagasy  Republic  15,900,000 

"Malawi  30,700,000 

Mali,  Republic  of 52,400,000 

•Mauritania  16,400,000 

Mauritius  12,900,000 

Morocco  938,800,000 

Niger 47,200,000 

Nigeria  410,100,000 

Rwanda  8,800,000 

Senegal  52,000,000 

Seychelles  500,000 

Sierra  Leone  44,800,000 

Somali  Republic  77,100,000 

*South  Africa,  Republic  of 1,300,000 

•Southern  Rhodesia  7,000,000 

Sudan   120,600,000 

Swaziland  7,700,000 

Tanzania  94,800,000 

Togo 22,900,000 

Tunisia  799,500,000 

Uganda 42,900,000 

Upper  Volta  34,100,000 

Zaire 501,900,000 

•Zambia C3, 800,000 

Central  and  West  Africa 

Regional 115,700,000 


THE  WARNER  &  SWASEY  COMPANY 
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East  Africa  Regional  34,300,000 

Southern  Africa  Regional  56,400,000 

Africa  Regional  246,000,000 

Albania  20,400,000 

Austria  1,251,200,000 

•Belgium-Luxembourg   1,853,100,000 

Czechoslovakia  193,000,000 

Denmark 907,800,000 

Finland   56,900,000 

"France  8,273,500,000 

German  Democratic  Republic 800,000 

•Germany  (Federal  Republic)  ..  4,979,300,000 
Berlin  131,900,000 

•Hungary  32,700,000 

Iceland  82,000,000 

Ireland  146,500,000 

•Italy  5,688,800,000 

Malta 43,200,000 

•Netherlands  2,282,800,000 

•Norway  1,216,200,000 

•Poland  539,300,000 

Portugal  505,700,000 

Romania 9,700,000 

Spain  1,882,800,000 

•Sweden  109,000,000 

United  Kingdom  8,730,800,000 

U.S.S.R 186,400,000 

Yugoslavia 2,747,400,000 

Europe  Regional  835,800,000 

•Australia  123,600,000 

•New  Zealand  8,600,000 

Papua  New  Guinea 300,000 

•Trust  Territory  of  the 

Pacific  Islands 528,600,000 

Other  Oceania 9,800,000 

•Canada 30,600,000 

Interregional 15,334,500,000 

Grand  Total  $172,109,000,000 

Source:  Agency  lor  International 
Development,  U.  S.  State  Department 

'Loans  only  ($3.6  billion)  repaid  in  full  with  interest. 
Some  other  countries  have  made  partial  payments 
on  their  loans  totaling  $14.8  billion  including 
interest. 
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A  versatile  Warner  &  Swasey  G-880  Gradall® 
removes  old  concrete  pavement  as  part  of  a 
highway  construction  project  in  Ohio. 


Productivity  equipment  and  systems  in  machine  tools,  textile  and  construction  machinery 
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Millions  have  already  bought  an  SX-70  Land  camera.  But      camera  dealer.  Whichever  you  choose, you'll  be  getting  not  only 
which  model  should  you  buy?  Study  the  features,  then  see  your      a  remarkable  instrument,  but  an  adventure  in  picture-taking. 

Shopper's  Guide  to 
Pblaroidfc  SX70. 


$194.95 

$149.95 

$99.95 

The  Original 

The  Model  2 

The  Model  3 

Camera  ejects  picture  automatically. 

Same 

Same 

You  watch  the  image  develop. 

Same 

Same 

Picture  is  hard,  dry, 
durable,  fade-resistant. 

Same 

Same 

Nothing  to  peel,  nothing  to  throw  away. 

Same 

Same 

Focuses  from  10.4  inches  to  infinity. 

Same 

Same 

Reflex  viewing  system 

(through-thc-lcns  focusing). 

Same 

To  focus,  you  set  the  distance 
on  the  face  of  the  camera. 

Precise  4-element  lens. 

Same 

Same 

10-shot  color  film,  big  prints. 

Same 

Same 

Fresh  power  every  time  you  load 
(battery  iscin  the  film). 

Same 

Same 

Uses  10-shot  FlashBar. 

Same 

Same 

Genuine  leather. 

Brown  Porvair. 

Deep  tan  Porvair. 

Folds  to  about  1  "x4"x7". 

Same 

Same 

Lightweight  (24  ounces). 

Same 

Same 

Brushed  chrome  body. 

Off-white  plastic  body. 

Black  plastic  body. 

Automatic  time  exposures  up  to  14  seconds. 

Same 

Same 

Automatic  film  counter. 

Same 

Same 

1 2,000  RPM  motor. 

Same 

Same 

Uses  all  optional  SX-70  attachments. 

Same 

Will  not  accept  lens  shade 
or  close-up  lens. 

•Suggested  list  prices   ©1975  Polaroid  Corporation  Polaroid  ®  SX-70'" 


Borden 


Corporate  Review 


Net  Earnings  Up  15.5% 

Over Same  Period LasiYear, 

Set  Another  Quarterly  Record. 

Every  quarter  since  1970  has  surpassed  the  previous  years. 
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1st  QUARTER  2nd  QUARTER  3rd  QUARTER  4th  QUARTER  ANNUAL 

Quarterly  and  Annual  Primary  Earnings  Per  Share 


Borden  Inc  has  just  posted  primary  earnings  of 
83<t  per  share  for  the  quarter  ending  September 
30, 1975,  based  on  net  income  of  $25.5  million. 

A  15.5%  gain  over  the  third  quarter  1974,  this 
is  the  latest  gain  in  a  5-year  series  which  has  seen 
each  quarter's  results  top  the  previous  year's. 

A  Borden  spokesman  noted:  "In  recent  years 
we've  emphasized  internal  growth  through  ex- 
pansion ($100  million  capital  budget  planned  this 
year)  and  brand  development  — with  special 
weight  in  marketing  and  advertising.  We're  seeing 
some  of  the  results  now." 
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1970         1971  1972         1973  1974 

Net  Sales 


Borden  Chemical 
Spreads  the  Elmer's. 

What's  the  best  known  name  in  glues?  Elmer's 
Glue-All,  long  America's  leading  household  glue, 
and  growing  at  better  than  12%  a  year  for  the 
past  15  years. 

As  part  of  its  brand  expansion  activities,  Borden 
Chemical  is  now  marketing  a  full  line  of  specialized 
adhesives,  caulks,  and  cements  under  the  Elmer's 
name— 29  products  in  all. 

Among  Borden  Chemical's  other  consumer 
products  are  Krylon  spray  paints,  Wall-Tex  wall 
coverings,  Mystik  tapes.  Borden  Chemical  is  also 
the  world's  leading  manufacturer  of  formaldehyde, 
and  a  major  factor  in  other  petrochemicals. 


The  bulldozers  broke  the  wood  — but  not  the 

Elmer's  Glue-All  bond.  A  scene  from  a  recent 

Elmer's  TV  commercial. 


BORDEN 

INTERNATIONAL 

EXPANDS  IN  BRAZIL. 

Borden  was  the  first  company  to  manufacture 
urea-formaldehyde  resin  adhesives  in  Brazil,  back 
in  1947. 

Today,  the  company  is  the  leading  supplier  of 
adhesives  to  Brazil's  mammoth  forest  products 
industries. 

Borden's  Adria  is  now  Brazil's  (and  the 
Southern  Hemisphere's)  leading  brand  of  noodles. 

And  Borden's  EGA  is  the  best-selling  consumer 
glue. 

Brazil  is  one  of  134  countries  in  which  Borden 
is  represented  through  manufacturing  or  exports. 
Operating  income  for  Borden  International  in  1974 
was  $41.9  million,  $10.5  million  over  1973. 


Borden  Ice  Cream 

goes  fast  at 
Walt  Disney  World. 

An  agreement  has  just  been  signed  which  will 
continue  Borden's  role  as  "official  supplier"  of  milk 
and  dairy  products  to  Walt  Disney  World  near 
Orlando,  Florida,  through  1981.  Patrons  there 
consume  Borden  Ice  Cream  products  such  as  Elsie 
Stix  and  Borden  ice  cream  cones  at  the  rate  of 
one  item  every  1.8  seconds. 

Borden  Dairy  and  Services  Division  contribute* 
over  25%  of  Borden's  sales. 


MARKET  LEADERS 
AT  BORDEN  FOODS. 

Borden's  Wyler  brand  has  recently  become  the 
nation's  number  one  drink  mix. 

Cracker  Jack,  another  Borden  brand,  is  the 
leading  confection. 

Borden  Cheeses  are  number  two  in  this  $2.2 
billion  retail  category. 

Borden  Foods  now  market  450  food  products 
under  35  different  brand  names  such  as  Lite-Line 
cheeses,  Kava,  Cremora,  Campfire  marshmallows, 
Sacramento  products,  Borden  s  Breakfast  Drinks, 
Drake's  cakes,  Wise  potato  chips.  Under  each 
brand  name  there's  at  least  one  product  among 
the  leaders  in  its  category. 


$100  Million  Ad  and 
Promotion  Budget  Slated. 

Borden's  four 
divisions  (Foods, 
Chemical,  Dairy  & 
Services,  International) 
&  so  —  — -j  —        have  together  set  a 

total  advertising  and 
promotion  budget  of 
$100  million  for  1975. 
The  expenditure 
,97i      ,97?     1973      1974  ^  s75  represents  a  22.2% 
Ad  and  Promotion  increase  over  1974, 
Expenditures        50.6%  over  1973. 


§ 
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SPECIAL  EVENTS. 


As  part  of  expanded  promotion  and  advertising 
activities,  Borden  is  sponsoring  a  number  of 
special  television  events  throughout  the  year. 
First  in  the  series  was  The  Grand  Ole  Opry's  50th 
Anniversary  celebration,  broadcast  November  11. 
An  estimated  50  million  people  watched. 


Enthusiasm, 
Optimism. 

Speaking  before  security  analysts  recently, 
Burden  Chairman  Augustine  R.  Marusi  concluded 
his  presentation  with  these  words: 

"I  hope  I've  succeeded  in  conveying  to  you  the 
enthusiasm  and  optimism  I  feel  lb  ml  Borden ...  It's 
a  totally  different  company  from  what  it  was  only 
a  few  years  ago  — in  attitude,  expertise,  finaiu  i.il 
resources.  It's  a  pleasure... to  get  up  in  front  of  an 
audience  like  this  and  have  iu<  Ii  an  upbeat  story 
to  tell.  I'll  be  happy  to  add  to  that  itory  if  yon  have 
any  questions..." 

If  you  have  any  questions,  01  if  you'd  like  1 
copy  of  our  Investor's  Financial  Kit,  please  write  to 

Mr.  Joseph  E.  Madigan.Treasurer,  Borden  lix 
277  ft>rk  Avenue,  NY,  N.Y  10017 

All  il.ilui7.Fd  brand  namr* . in  I  Bord«l  !"• 


Why  spend  $200  or  more 

for  a  Portable  Dictating 
Machine  when  you  can 

have  a  Norelco  85  for  only 


SELLING  PRICE 


World's  largest 
selling  portable— 
over  one  million  users 

•  Unmatched  in  performance 
and  reliability  •  First  pocket 
portable— from  originators  of 
the  mini-cassette  •  Completely 
compatible  with  total  Norelco 
"idea  machine®"  line  •  No 
special  adaptors  or  re-recordin§ 
necessary  for  transcription 

•  Easy  operation  — no  awkward 
controls  •  Fast  erase  and  many 
other  outstanding  features  j 

Free  5-Day  Trial 


Philips  Business  Systems,  Inc. 

A  NORTH  AMERICAN  PHILIPS  COMPANY 

175  Froehlich  Farm  Boulevard 
Woodbury,  New  York  11797 

Yes,  send  me  more  information  on  the  Norelco  85. 


Name. 


.Title. 


Organization. 
Address 


City/State. 


-Zip. 


F-127585 


Avis  is  a  registered  trademark  of  Avis  Rent  A  Car  System,  Inc.  I 


'You  tell  him  we  only  have  a  sub-compact  left." 


Great.  Here  you  stand  with  four 
friends  and  a  ton  of  luggage  about 
to  pour  yourself  into  a  toy  car. 

Avis  doesn't  want  you  togetinto  this. 

That's  why  when  you  make  a  reser- 
vation with  your  Wizard  Number, 


we  already  know  the  size  auto- 
mobile you  prefer. 

If  you  need  a  full-size  car,  we'll 
move  heaven  and  earth  to  get  you  one. 

We're  the  Avis  System,  renting  all 
make  automobiles,  featuring  those 


engineered  by  Chrysler. 

More  importantly  we're  the  people 
of  Avis,  trying  harder  and  caring  more. 

And  part  of  trying  harder  and 
caring  more,  is  renting  you  what 
you  want. 
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"I'm  Busy.  Good-bye!" 

Galen  Roush,  the  83-year-old-and-ailing  co-founder  of  Roadway  Express, 
Inc.  doesn't  just  dislike  publicity,  he  hates  it.  "Roush  has  a  favorite  say- 
ing," a  former  senior  executive  says:  "  'A  whale  would  never  be  harpooned 
if  he  didn't  swim  to  the  surface.'  " 

It's  an  article  of  faith  that  we  at  Forbes  don't  wait  for  whales  to 
surface.  Our  job  is  to  seek  out  subjects  of  interest  to  our  readers  and  probe 
them,  whether  the  subjects  are  willing  or  not.  That's  why  Senior  Editor 
Howard  Rudnitsky  spent  months  finding  out  about  Roadway  Express,  that 
almost  unknown  giant  of  mo- 
tor transport. 

It's  not  that  we  didn't  try 
to  get  the  company's  cooper- 
ration.  For  more  than  a  year 
now,  Rudnitsky  has  been  put- 
ting in  calls  to  the  Akron 
headquarters.  He  did  get 
through  to  Chairman  John 
Tormey,  who  came  to  the 
telephone;  his  message  was 
blunt:  "We  don't  want  any 
publicity.  We  don't  want  an 
article.  If  you  are  interested 
I'll  send  our  annual  report, 


^^W^ 
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A  Wary  Whale 


proxy  and  ICC  report.  That's  it.  I'm  busy.  Good-bye!" 

Rut  it  wasn't  "good-bye."  It's  Tormey's  right  not  to  talk  with  us.  Rut 
it's  equally  our  right— and  duty— to  get  the  facts.  Get  them  we  did.  Rudnit- 
sky talked  with  competitors,  with  departed  executives,  with  shippers  and 
with  financial  analysts  who  know  the  company.  He  read  reams  of  docu- 
ments. And  Forbes  found  a  back  door  to  the  company.  While  it  won't 
talk  with  the  press,  Roadway  does  talk  with  analysts— love  that  high 
price/earnings  ratio— and  we  consulted  helpful  analysts  who  are  well-versed 
in  the  company's  operations.  The  story  starts  on  page  20.  It  is  a  fascinat- 
ing one.  The  drawing  above  is  by  cartoonist  Henry  Martin,  a  frequent 
Forbes  (and  New  Yorker)  contributor.  "Can  you  draw  a  wary  whale?" 
the  editors  asked  Martin.  "If  I  can  draw  a  drunken  car  [Forbes,  Sept.  15], 
I  can  draw  a  wary  whale,"  Martin  replied.  And  he  did. 

Staff  Writer  Paul  Gibson  is  well  qualified  to  write  about  the  socialistic 
experiment  in  the  Canadian  province  of  Rritish  Columbia.  An  Englishman 
by  birth,  and  a  journalist  in  Canada  before  joining  Forbes,  Gibson  has 
seen  his  native  country  sink  into  socialism  and  also  knows  the  land  to 
the  north.  Viewed  from  afar,  Rritish  Columbia  seems  to  have  caught  the 
Rritish  disease— rising  inflation,  declining  work  ethic  and  runaway  wel- 
farism. Happily,  Gibson  found  signs  that  the  disease  may  be  running  its 
course  in  that  rich  province.  A  leading  businessman,  insisting  on  anonym- 
ity, saw  signs  that  the  socialist  government  may  be  moving  to  the  center 
even  while  continuing  to  speak  out  of  the  left  side  of  its  mouth.  Possible 
straw  in  the  wind:  Gibson  had  an  appointment  with  the  province's  radi- 
cal Minister  of  Lands,  Forests  &  Water  Resources,  Robert  Williams.  When 
he  arrived  at  Williams'  office,  a  snooty  secretary  informed  Gibson  that  her 
boss  had  "rearranged  his  appointments"— in  plain  English,  no  interview.  Gib- 
son was  later  told  that  Williams  may  have  been  muzzled  by  Premier  David 
Rarrett,  who  wants  to  play  down  his  government's  old  rabble-rousing  image 
to  get  a  better  reputation  among  potential  investors.  If  so,  it  is  to  be 
hoped  that  more  than  image-polishing  is  at  stake:  Gibson  reports  that  Rrit- 
ish Columbia  has  indeed  frightened  the  goose  that  lays  its  golden  eggs.  ■ 
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In  just  a  short  two-week  period 
recently,  Utah  newspapers  ran  the 
following  headlines  and  stories: 

"No  need  to  worry  about  natural 
gas  supply,"  quoting  B.  Z.  Kastler, 
president  of  Mountain  Fuel  Supply, 
who  said:  "Gas  reserves  are  substan- 
tially better  in  Utah  than  in  the 
nation  as  a  whole." 

Deseret  News,  October  13,  1975 

"New  oil  field  touted,"  telling 
of  new,  high-producing  oil  wells  in 
Utah,  a  part  of  the  Green  River  Basin 
development  extending  into  Wyoming 
with  an  estimated  multi-billion  barrels 
of  petroleum,  along  with  immense 
gas  reserves. 

Deseret  News,  October  20,  1975 

"Two  Shale  Tracts  Gain  Utah's 
Okay,"  pointing  to  new  developments 
to  test  two  new  recovery  methods  of 
getting  oil  from  the  vast  Utah  oil 
shale  deposits. 

Salt  Lake  Tribune,  October  21,  1975 

"The  3000-megawatt  Kaiparowits 
power  plant  in  Southern  Utah,  capable 


of  handling  the  electrical  needs 

of  a  city  of  3,000,000,  is  expected  to 

start  operations  in  1981." 

Salt  Lake  Tribune,  October  12,  1975 

"Boom  Waits  Milford-City  Ready," 

relating  the  start  of  a  huge  new 
development  to  mine  the  largest  known 
deposits  of  alunite  in  the  world  to 
make  aluminum.  This  same  news  story 
in  the  Tribune  reported  that  just 
15  miles  away  from  the  proposed  plant 
site  "geothermal  test  wells  began 
spouting  commercial  quantities  of 
hot  water  and  steam,  signaling  potential 
future  creation  of  power  generating 
plants  there." 

Salt  Lake  Tribune,  October  20,  1 975 

"Lithium  from  the  brines  of 
Great  Salt  Lake  is  being  used  to 
power  batteries,  touted  as  the 
possible  breakthrough  to 
a  practical  electric 
automobile." 

Deseret  News, 
October  19,  1975 


Another  story  told  of  the  huge 
increase  in  production  and  shipments 
of  coal  from  Utah's  vast  coal  reserves, 
via  unit  coal  trains,  to  out-of-state 
electric  companies. 

Salt  Lake  Tribune,  October  10,  197 

These  indeed  are  exciting  develop- 
ments in  light  of  glooming  national 
predictions  and  forecasts  of  "brown- 
outs," shortages,  and  uncertainties. 

The  brightest  picture  for  continued 
energy  and  abundant  raw  materials, 
particularly  in  the  fields  of  metals, 
minerals,  and  chemicals,  is  UTAH. 

In  planning  for  a  new  plant  or 
office,  write  for  full  information  from 
Utah  Industrial  Development  Divisio 
Dept.  F-3 

#2  Arrow  Press  Square 
Salt  Lake  City,  Utah  84101 

Win  the  West  from 

UIBH! 

Heart  of  the  33  million 
Western  market 


" 


Westinghouse  today... 


An  alternative  to  natural  gas: 

A  new  system  for  producing  process  heat 
without  burning  natural  gas  has  completed 
six  months  of  successful  operation  at 
a  Westinghouse  plant. 

Costs  are  lower  than  if  the  plant  had  switched  to  oil. 

The  installation  is  a  new  industrialized  generation 
of  the  heat  pump — sized  and  adapted  to  produce 
industrial  process  heat.  The  Templifier™  (short  for 
Temperature  Amplifier)  uses  plant  waste  heat,  saving 
about  60%  of  the  energy  cost  of  direct  electrical  heating. 

The  Templifier  provides  a  cost-effective  way  to 
generate  low  temperature  process  heat,  which  accounts 
for  about  20%  of  U.S.  industrial  energy  use.  At  the 
same  time  the  industrial  heat  pump  offers  conservation 
of  scarce  fuels,  since  this  alternative  uses  electricity 
in  place  of  oil  and  gas  that  are  commonly  used  today  for 
production  of  process  heat. 

This  new  system  utilizing  existing  technology 
brings  to  industries  a  true  energy  alternative — 
reinforced  by  energy  conservation. 


Many  companies  must  switch  trom 
natural  gas  But  to  what9 


Trends  &Tangents 


Foreign 


Monopolistic  Practices 

Atlantic  Avenue  and  Boardwalk  in 
Arabic?  So  it  seems.  Britain's  Wadding- 
ton  House  of  Games  Ltd.,  which  li- 
censes Monopoly  for  Parker  Broth- 
ers overseas,  reports  the  sales  of  this 
popular  game  have  risen  from  a  few 
hundred  sets  to  around  6,000  a  year 
in  Kuwait,  the  United  Arab  Emirates 
and  Jordan.  Although  the  rules  are  in 
Arabic,  these  sets  still  use  the  familiar 
English  street  names. 

Biggest  Water  Hole 

A  feasibility  study  is  now  in  prog- 
ress for  a  dam  in  Egypt's  Sahara 
where  generators  would  be  run  by 
water  falling  into  rather  than  out  of 
the  storage  lake.  A  canal  would  carry 
water  50  miles  inland  from  the  Medi- 
terranean and  then  drop  it  200  feet 
to  the  sub-sea  level  Qattara  Depres- 
sion. As  the  depression  fills  up,  a 
lake  basin  half  as  large  as  Lake  Erie 
would  be  formed  with  no  outlet  other 
than  evaporation.  First  proposed  by 
German  geologist  Albrecht  Penck  in 
1916,  the  most  recent  study  is  being 
coordinated  by  a  German  firm  using 
foreign  aid  from  Bonn  to  Cairo.  Not 
the  least  of  the  project's  features  is 
the  moderating  effect  it  might  have 
on  the  area's  climate. 


Business 


Flight  Fixing 

Fix  capacity  and  let  air  fares  float? 
That's  just  the  opposite  of  what  now 
happens  in  transatlantic  air  travel, 
but  it's  being  suggested  by  New  York 
University  law  professor  Andreas 
Lowenfeld,  who  gained  his  aviation 
expertise  as  head  of  the  State  De- 
partment's section  on  international  air 
treaties.  He  feels  the  only  way  to 
bring  profits  and  people  back  to  all 
the  international  air  carriers  is  to 
scratch  what  he  calls  "A&P  psychol- 
ogy"—that^-is,  that  high  volume  leads 
to  low  markups.  Instead,  he  believes 
that  by  allocating  each  carrier  a  maxi- 
mum number  of  seat-passenger  miles, 
excess  flights  would  be  dropped,  load 
factor  lifted,  energy  saved  and  maybe 
even  ticket  prices  shaved. 

Semester  Investor 

In  addition  to  hitting  the  books,  a 
few  business  school  students  at  Texas 
Christian  University  get  to  experi- 
ment with  an  unusual  supplementary 
learning  device:  an  investment  fund 
worth    $500,000    at    its    founding    in 
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1973.  With  minimal  faculty  supervi- 
sion, a  rotating  committee  of  a  dozen 
students  has  guided  the  fund  through 
the  gamut  from  stocks  and  bonds  to 
venture  capital  and  rare  valuables. 
Originally  donated  by  William  Con- 
ner, chairman  of  Ft.  Worth's  Alcon 
Laboratories,  Inc.,  the  fund  must  di- 
vide any  earnings  between  TCU  and 
Baylor  University's  Department  of 
Ophthalmology.  Of  the  $500,000  to- 
tal, the  students  have  been  trading 
about  $90,000-and  learning  the  hard 
way  in  a  temperamental  market.  In 
the  past  year,  the  value  of  the  actively 
traded  portfolio  has  wavered  uneasily 
between  a  low  of  $65,000  and  a  high 
of  $125,000,  with  the  students  yet  to 
make  a  payout. 

Strong  Stuff 

The  first  particleboard  both  strong 
enough  to  use  as  a  structural  support 
in  home  construction  and  cheap 
enough  for  mass  marketing  has  been 
developed  by  the  U.S.  Forest  Service. 
Its  secret  is  the  use  of  a  uniformly 
shaped  wood  flake  that  gives  it  the 
strength  to  bear  considerable  loads. 
Costs  are  kept  down  and  environ- 
mentalists pleased  by  utilizing  wood 
such  as  odd  lengths,  limbs,  bark  and 
even  partially  decayed  logs,  some  of 
which  would  probably  have  been  left 
in  the  forest  as  debris.   ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  □  1  year  $15.00 
□  3  years  $30.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  orders, 
add  $4  a  year;  other  foreign,  add  $9 
a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 

(please 

print) 

New  Address 

City 

I 

State 

Zip 

F-4826 
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LARGE  CASH  RETURN 

from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANDS 

•  •     •     •     * 

The  United  States  Department 
of  the  Interior  (Bureau  of  Land 
Management)  holds  non-com- 
petitive public  drawings  each 
month  to  afford  all  citizens  over 
the  age  of  21  years  an  equal 
opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by 
the  Federal  Government. 

A  $20.00  tax  deductible  filing 
fee  could  return  a  sum  exceed- 
ing $75,000.00  immediately, 
plus  an  overriding  royalty  for 
possible  future  income. 

•  •     •     •     * 

For  further  information  on  how  you 
can  intelligently  participate  in  the 
government  sponsored  program,  con- 
tact: 

MAX  WILSON,  INC. 

P.O.  Drawer  1978-FO 

Roswell,  New  Mexico  88201 

Toll  Free  Number  800-545-7955 


A  telephone 

directory 

listing 

2500 

TOLL-FREE 

NUMBERS 


per  copy 


Executives,  sales  personnel,  vacationers,  travelers . . . 
here's  the  Directory  of  toll-free  telephone  numbers  that 
cansaveyou  many  dollars  in  telephone  calls-  "Toll  Free 
Digest''  lists  the  "800"  numbers  for  hotels,  motels, 
airlines,  resorts,  auto  rentals, 
many  others.  Savings  on  your  first 
toll-free  call  can  pay  for  "Toll  Free 
Digest"! 


$2°-°  cas*. 
check  or 
money  order 


lie® 


Order  Direct  from  Dept  F 

TOLL  FRP.E  DIGEST 

Box  800  •  Claverack,  N.Y.  12513 


OWN  YOUR  OWN 

MONEY  BUSINESS 

REPRESENT  OVER  2,000  U.S.  SOURCES  OF  CAPITAL 

"BECOME  A  FINANCIER" 

Ideal  for  executive  type  person,  R.  E. 
Ins.  and  stockbrokers.  Operate  from 
a  dignified  professional  office.  Cli- 
ents come  to  you  for  Venture  Capi- 
tal Assistance.  Must  be  sincere  with 
well-rounded  business  background. 
Instant  Hi  income  for  right  person. 

$U.S.32r500  Cash  Will  Handle 

For  details  mite  Dept.  21,  Computer  Capital  Corp., 

6922  Hollywood  Blvd.,  Los  Angeles,  Calif.  90028 

Call  Mr.  Van:  (213)  463-4841 


America's  second-largest  cargo 
port  is  in  a  pretty  surprising  state. 


At  Hampton  Roads,  Virginia,  they 
handled  over  53  million  tons  of  cargo 
last  year.  Second  only  to  New  York. 
And  well  ahead  of  some  other  ports  with 
bigger  names  (but  smaller  capabilities). 

Surprising?  Not  really. 

You  see,  with  five  "pure"  con 
tainer  berths,  steamship  service 
to  250  foreign  cities  and  hook 
ups  to  strong  highway  and 
rail  systems,  Virginia's 
leading  port  is  on  its 
way  to  becoming      jG 
Americas  lead 
ertoo. 

When  it  happens,  don' 
be  surprised.  Be  here. 
Taking  advantage  of  the 
business  advan- 
tages of  a  pretty 
surprising  state; 

Virginia. 

Profit  from  the 
Vigor  of  Virginia 


Write  Frank  Alspaugh,  Div  of  Industrial  Development.  Rm  C06  State  Office  Bldg.  Richmond.  Va  23219  Phone  (804)  786  3791 


VV    PIPELINE 
GROWTH 

MAPCO's  Mid-America  Pipeline  Division 
continues  to  set  new  records.  Barrel  miles  were 
up  25%  in  the  third  quarter.  In  the  past  12 
months,  we've  shipped  44.5  billion  barrel  miles 
of  product.  There's  more  to  come.  Watch  MDA. 


mapco 

m  inc. 

1437  S  Boulder  Ave 
Tulsa,  Oklahoma  74119 

SYMBOL  MDA 
NYSE  •  MWSE  •  PSE 


Readers  Say 


Appraising  Appraisers 

Sir:  Your  article  on  pension  funds 
investing  in  commingled  real  estate 
funds  ("The  Newest  Fad,"  Nov.  1) 
states,  "The  appraiser  has  a  vested 
interest  in  setting  the  value  of  the 
property  as  high  as  possible,  because 
hfs  fee  depends  indirectly  upon  the 
size  of  the  appraisal."  Most  appraisers 
base  their  fee  on  the  time  required 
to  complete  an  assignment.  Few  repu- 
table appraisers  receive  a  percentage 
of  the  appraised  amount  as  a  fee. 

—Donald  H.  Treadwell  Jr. 

Treadwell  Real  Estate  Co. 

Southgate,  Mich. 

The  outside  appraiser  is  faced  with 
the  economic  fact  of  life  that  the 
bank  or  insurance  company  doesn't 
have  to  use  his  service  very  much 
if  they  don't  agree  with  his  apprais- 
als. Look  at  the  appraisals  made  for 
many  REITs.  They  rarely  erred  on 
the  low  side— Ed. 

Matter  Of  Reason 

Sir:  I  enjoyed  Forres'  usual  good 
reporting  on   our   rather   troublesome 
gas  situation  here  in  California  (Oct. 
15).   Somehow  or  other,  as  a  nation 
we   seem   to  have   great   difficulty   in 
coming    to    grips    with    the    concept 
that  our  cheap   energy   days   are   far 
behind  and  we  are  faced  with  a  quan- 
tum jump  as  we  look  ahead.  The  last 
thing  that  seems  to  prevail  in  the  di- 
alogue is  the  simple  matter  of  reason. 
— Rohert  O.  Anderson 
Chairman, 
Atlantic  Richfield  Co. 
Los  Angeles,  Calif. 

Sound  Governor 

Sir:  Re  your  comment  on  my  fiscal 
policies  (Fact  6-  Comment,  Nov.  15). 
I  appreciate  your  encouragement. 

—Ella  Gh  \sso 

Governor, 

State  of  Connecticut 

I  lartford,  Conn. 

Selective  Protest? 

Sir:  Re  MSF's  criticism  <>f  the  Eu- 
ropean countries  that  withdrew  their 
ambassadors  from  Spain  in  protest  at 
the  execution  of  five  Basques  ("Is 
Killing  Police  No  Crime;'  Nov.  /). 
He  fails  to  mention  the  long  history 
of  Spanish  repression,  torture  and  kill 
ing  of  Basques. 

—Edward  S.  Hi  km  ^ 
Philadelphia,  Pa 

Sih:  Ten  lawyers  were  brought  in 

to   the   court   by   the   act  used   and   all 
(Continued  on  page  105) 
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The  Chivas  Regal  of  Scotches. 


12  YEARS  OLD  WORLDWIDE  •  BLENDED  SCOTCH  WHISKY  •  86  PROOF  •  GENERAL  WINE  &  SPIRITS  CO.,  NEW  YORK,  N.Y. 


The  World  of  Fruehauf. 
Putting  wheels  on  the  world 
of  wheels. 

It's  something  we  started  doing  more  than 
50  years  ago.  And  we're  still  doing  today. 

Through  our  Kelsey-Hayes  subsidiary,  we 
probably  not  only  made  the  wheels  on  your 
car,  but  also  the  disc  brakes  that  stopped 
them.  Not  to  mention  the  wheels  and  anti- 
skid braking  systems  on  those  truck-trailers 
that  bring  you  the  things  you  need  and 
use  every  day. 


We've  been  providing  components  for  the 
automotive  industry  for  almost  as  long  as 
there's  been  an  automotive  industry.  And,  in 
1975,  we'll  manufacture  components  for  just 
about  everything  that  has  wheels— including 
jet  aircraft. 

For  a  look  at  this  part  of  our  world,  send 
for  our  new  World  of  Fruehauf  book: 
Fruehauf  Corporation,  Dept.  FO-125,  10900 
Harper,  Detroit,  Michigan  48232 

It's  time  you  knew  more  about 
the  company  that  rides  to  work 
with  you  every  day. 


ill 

TRANSPORTATION 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


RE   SUDDEN   SHUFFLES  IN  EXECUTIVE   SUITES 

It's  10  a.m.  Do  you  know  where  your  board  of  directors  is? 


AH,   THE  MILLENNIUM'S  HERE! 

Whoever  thought  the  day  would  come  when  voters 
would  wallop  Big  Spending  proposals  and  Big  Spending 
proponents? 

And,  in  a  time  of  recession  yet. 

Instead  of  demanding  that  Washington  dump  more  def- 


icit $billions  into  the  economy,  a  sizable  majority  of 
Americans  are  so  sick  of  debt  and  taxes  that  Presiden- 
tial aspirants  have  to  run  promising  less  spending  instead 
of  more. 

Who'd  ever  have  thunk  this  day  would  come! 


IF  THERE'S  A  HERO 

emerging  from  New  York's  fiscal  quagmire,  it's  Governor  Carey. 

EVERYONE  INVOLVED   GETS   A  PIECE   OF  THE  BULLET 


to  bite  when  bankruptcy  threatens— whether  it's  personal, 
business  or  governmental  (like  New  York  City  and  State). 

First  to  pay,  naturally  and  forevSr,  is  the  taxpayer. 
He— we— don't  really  deserve  much  sympathy.  After  all, 
who  elects  profligate  politicians  promising  more  for  less? 

Taxpayers. 

Most  of  those  who  lent  the  city  and  state  money  by 
purchasing  short-term  bonds  and  notes  have  to  wait  longer 
for  repayment  and  get  less  interest  than  anticipated. 

The  greedy  pension  grabbers  who  want  to  quit  at  well 
over  half  pay  after  20  years  on  the  payroll  don't  get  what 
they  thought  they'd  shaken  down.  The  money  ain't  there. 

And,  after  the  higher-up  politicos  have  fired  all  the  es- 
sential City  workers  possible,  even  some  of  the  Rewarded 


Faithful  (snugly  ensconced  in  no-show  or  little-to-do  bu- 
reau jobs )  get  bounced.  Last  and  least,  of  course. 

But,  you  know,  out  of  New  York's  dire  straits,  com- 
pounded by  a  highly  unsurprising  lack  of  compassion 
from  the  rest  of  the  country,  one  great  Good  is  emerg- 
ing. There  is  a  new  awareness  that  cities,  states  and  na- 
tion are  not  one  whit  different  from  families  and  businesses. 
Pay  out  too  long  more  than  you  take  in  and  you're  broke. 

The  overwhelming  defeat  of  most  every  major  bond 
issue  in  the  last  election  bodes  well  for  our  country's  fu- 
ture. Political  office  seekers  of  both  parties  know  their 
best  chance  to  win  is  campaigning  for  curbed  spending 
and  reducing  the  bureaucratic  hordes. 

Liberalism  and  profligacy  have  parted  company. 


ROCKY:    BYE,   BABY 


Fairly  or  unfairly  but  certainly  understandably,  Rocky's 
Vice  Presidential  demise  is  no  surprise.  He's  justifiably  a 
victim  of  the  changed  climate  referred  to  above. 

He  was  maestro  for  the  overture  to  "A  Busted  New 
York."  He  purchased  the  political  support  of  most  unions 
by    a    fiscally    reckless    overbuilding    program,    i.e.,    the 


Albany  Mall,  college  dormitories,  housing  and  the  like; 
on  top  of  that  he  encouraged  and  permitted  unafford- 
able  labor  settlements,  particularly  in  pension  largess. 

Rocky  wrought  much,  much  good  in  his  long  pub- 
lic career  but— assuming  Ford's  survival— his  time  is 
not  now. 
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VOICES   FROM   ON   HIGH   or  THE   GODS   HAVE   SPOKEN 


hile  I  have  not  yet  reached  the  conclusion  that 
federal  financial  assistance  is  necessary,  I  am  closer 
to  such  a  conclusion  than  I  have  been  in  the  past." 

—Our  Arthur  of  the  Reserve,  re  aid  to  N.Y.C. 


"I  am  not  appeased." 

—Ronald  Reagan,  star  of  films  and  California 
politics,  on  President  Ford's  Cabinet  changes. 


PARKS  ARE  FOR  TREES,  BIRDS,  BEES— AND  PEOPLE,  TOO 


The  National  Park  Service,  as  often  as  not,  does  a 
good  job  maintaining  and  managing  its  vast  30-million- 
acre  domain. 

Too  often,  though,  National  Park  custodians  see  them- 
selves  as  protectors  of  the  parks  per  se,  vis-a-vis  those 
predators,  the  Public. 

The  national  parks  weren't  established  to  preserve  the 
trees  and  peaks  and  streams  and  birds  and  bees  from  the 
American  people,  but  for  the  American  people. 

As  with  all  federal  agencies,  the  power  of  the  Na- 
tional Park  Service  to  promulgate  rules  and  regulations 
nearly  without  limit  is  too  often  abused,  too  often  arbitrary, 
too  often  capricious.  Hostile. 

Their  latest  is  a  proposed  ban  on  "motorless  aircraft," 
i.e.,  gliders,  hang  gliders  and,  yes,  balloons— none  of  which 


hurts  anything  excepj  the  occasional  careless  doer,  and  all 
of  which  give  as  much  or  more  pleasure  to  the  beholders 
as  to  the  participants. 

As  Big  Issues  go,  this  isn't.  But  it's  indicative  of  the 
ever-expanding  bureaucratic  dictatorialness  that  we're  get- 
ting just  too  blamed  much  of. 

Virginia  Congressman  William  Whitehurst  has  intro- 
duced a  bill  that  would  permit  either  house  of  Congress 
to  disapprove  rules  that  federal  agencies  propose  and  to 
require  public  participation  in  the  drafting  of  such  rules. 
The  measure  would  give  Congress  30  days  to  strike  pro- 
visions and  agency  rules  and  regulations  that  it  feels  do 
not  conform  to  legislators'  intent. 

If  ever  there  was  a  proposed  law  deserving  of  unani- 
mous support  and  swift  passage,  this  is  one. 


GOOD   LINE 

The  aptest  summary  I've  seen  on  this  stock  market  is  the       lagher  (see  p.  44) :  "Good  earnings  in  this  market  are  like 
observation  by  Chemetron's  astute  helmsman,  John  P.  Gal-       streaking  in  the  YMCA  locker  room;  no  one  notices." 


The  bucket  seat,  that  is.  To  make  cars  cost  less  and  thus 
sell  more,  Ford  Motor  Co.  has  announced  some  new  models 
will  do  away  with  "bucket  front  seats." 


KICKING  THE   BUCKET 

These  things  added  a  bundle  to  costs  and  never  made 
much  sense  anyway.  They  made  it  impossible  to  sit  three 
in  the  front  seat,  or  for  two  to  make  out. 


AN  ANSWER  TO   A   QUESTION 

Josh  Logan,  the  genial  genius  responsible  for  so  many 
film  and  stage  successes,  hosted  a  couple  of  our  sons  who 
have  a  keen  interest  in  movie-making.  Talk  turned  at  one 
point  to  the  incredible  odds  facing  those  who  would  be 
actors  (fortunately,  in  no  way  our  boys'  desire). 

Said  Logan:  "Often  I'm  asked  by  starry-eyed  aspirants, 
'Shall  I  go  on  the  stage?'  My  reply  is  always  the  same— 

"If  anything  can  stop  you,  let  it." 

A   MOST   REFRESHING   FOOTNOTE 

Recently  the  assistant  city  treasurer  of  Seattle  wrote  us  paid   my  secretary   25   cents   for   the   two   sheets   of   city 

a  letter  at  the  end  of  which  there  was  this  P. S.:  stationery    and    typed    this    letter    at    home    on    my    own 

"In    the    spirit   of   open    and    accountable    government  typewriter    (which    should    be    (mite    apparent)    and    on 

prevalent    in    Seattle,    I    conclude    by    explaining    that    I  my  own  time." 


ALL  WIVES 

have  the  same  problem— husbands. 

But  not  having  the  problem  can  be 

a  worse  problem    (husband  like  to  think) 
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KIDS   IN  THEIR   EARLY  TEENS 

who  don't  regard  their  parents  as  an 
embarrassment  or  at  best  a  nuisanee, 
don't  have  proper  parents. 

-Malcolm  S.  Forbes, 

Editor-in-Chief 


Other  Comments. 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Ford's  Right 

In  a  recent  survey,  57%  of  those 
polled  said  they  would  vote  for  any 
candidate  who  would  promise  to  try 
to  cut  back  on  the  number  of  fed- 
eral employees  by  5%  each  year  over 
the  next  four  years.  Further,  67%  said 
President  Ford's  offer  to  cut  $28  bil- 
lion in  taxes  if  Congress  would  re- 
duce the  federal  budget  by  a  similar 
amount  was  a  good  idea;  only  19% 
thought  it  was  a  bad  idea. 

—figures  from  a  Gallup  survey. 

Bisexual  Polish  Frogs 

In  increasing  numbers,  taxpayers 
around  the  country  are  sending  a 
message  to  Washington:  Don't  waste 
our  money  on  foolish  ideas. 

They  say  they're  fed  up  with  hear- 
ing about  today's  tax  dollars  going 
for  such  projects  as: 

•  Study  of  the  impact  of  rural  road 
construction  in  Poland.  Cost:  $85,000. 

•  Study    on    teaching    mothers    how 


to  play  with  their  children.  Cost: 
$576,969. 

•  Study  of  wild  boars  in  Pakistan. 
Cost:  $35,000. 

•  A  dictionary  on  witchcraft.  Cost: 
$46,089. 

•  Study  of  lizards  in  Yugoslavia.  Cost: 
$15,000. 

•  Study  of  American  and  Indian 
whistling  ducks.  Cost:  $5,000. 

•  Study  of  bisexual  Polish  frogs.  Cost: 
$6,000. 

•  Grant  to  Central  College  in  Iowa 
dealing  with  "enhancement  of  cogni- 
tive abilities  and  self-image  of  fresh- 
men women."  Cost:  $22,470. 

—  U.S.  News  &  World  Report. 

Out  of  the  Ant  Heap 

Albany  mall— a  cluster  of  state  of- 
fice buildings  known  officially  as  the 
Empire  State  Plaza  and  unofficially  as 
Rocky 's  Billion  Dollar  Misunderstand- 
ing, in  honor  of  its  probable  total 
cost  by  the  time  it  is  completed.  So 
that  there  would  be  no  need  to  wait 


for  the  full  effect,  the  mall's  Norway 
maples  were  planted  not  as  saplings 
but  as  full-grown  trees,  or,  as  some- 
one is  supposed  to  have  said  of  a 
similar  arrangement  Moss  Hart  made 
for  his  country  house,  "the  sort  of 
thing  God  would  have  done  if  He'd 
had  money."  "Mean  structures  breed 
small  vision,"  Rockefeller  told  the 
crowd  at  the  unfinished  mall's  dedi- 
cation, which  was  hastily  scheduled 
in  November,  1973,  shortly  before  he 
resigned  the  governorship.  On  the 
same  occasion,  Rockefeller  described 
the  mall  as  representing  values  that 
"lift  us  above  the  scurrying  ant  heap 
of  those  absorbed  only  in  survival." 

—by  Andy  Logan, 
The  New  Yorker. 

A  Male  View 

A  woman,  it  is  said,  should  have 
beauty  before  the  age  of  30,  charm 
until  50,  cash  after  that. 

—Ted  Burke, 
Toion  &  Country. 


WILL  AUSTRALIA  GO  THE  WAY  OF  ARGENTINA? 


That's  the  question  facing  Aussie 
voters  when  they  go  to  the  polls  in 
a  couple  of  weeks,  a  question  of 
greater  importance  than  the  con- 
stitutional crisis  that  precipitated 
the  election. 

Like  Argentina,  Australia  is  a 
country  rich  in  agricultural  re- 
sources. It  is  a  major  exporter  o£ 
wheat,  beef  and  wool.  Moreover, 
Australia  enjoys  a  plethora  of  in- 
dustrial raw  materials:  iron  ore, 
copper,  uranium,  nickel. 

Two  years  ago  Australia  had 
over  $6  billion  in  monetary  re- 
serves. Jobs  were  going  a'begging. 
Foreign  capital  was  banging  on 
the  door. 

But  in  1972  Australia's  Labor 
party  came  to  power  headed  by 
Gough  Whitlam,  a  facile  orator  but 
an  inept  administrator. 

The  door  to  foreign  investment 
was  slammed  shut.  Vastly  expen- 
sive social  programs  were  enacted, 
rivaling  those  of  New  York  City. 
Under  the  aegis  of  an  indulgent 
government,  labor  wage  settlements 
soared,  especially  for  bureaucrats. 
Labor  strife  became  endemic. 

Whitlam's  government  last  year 
decided  to  go  on  a  borrowing 
binge  overseas.  It  planned  to  use 
the  funds  to  buy  out  foreign  busi- 


ly M.S.  Forbes  Jr. 

ness  interests  in  Australia,  doing  in 
effect  what  Juan  Peron  did  after 
World  War  II  when  he  frittered 
away  Argentina's  swollen  reserves 
on  nationalization  schemes  and 
enormous  pay  increases  for  unions, 
instead   of  productive   investment. 

Only  a  scandal  involving  major 
cabinet  ministers  over  the  methods 
of  raising  the  money  has  stalled 
Whitlam's  plan. 

Australia's  economy  today  is  a 
shambles  compared  with  three 
years  ago.  Inflation  is  stuck  at  15%, 
almost  twice  the  U.S.  rate.  Unem- 
ployment, once  nonexistent,  is  at 
the  highest  level  since  the  1930s. 
The  tragedy  here  is  that  Australia's 
economic  woes  are  as  much,  or 
more,  the  making  of  its  own  gov- 
ernment as  of  the  world  recession. 

Whitlam  is  counting  on  the  un- 
precedented way  in  which  he  was 
dismissed  from  office  to  generate 
sufficient  sympathy  to  keep  his  La- 
bor party  in  office. 

The  Aussies  should  give  Whit- 
lam sympathy,  but  not  their  votes. 

A  "HOT  TIP" 

for  investors,  especially  pension 
funds:  Ginnie  Mae  pass-through 
certificates. 

Issued  by  the  Government  Na- 


tional Mortgage  Association  in  de- 
nominations of  $25,000,  these  "par- 
ticipations" in  pools  of  residential 
mortgages  have  several  advan- 
tages: They're  guaranteed  in  both 
principal  and  interest  by  Uncle 
Sam;  they  have  attractive  yields, 
over  8%,  and  you  collect  interest 
monthly  instead  of  semi-annually. 
Moreover  you  get  back  a  bit  of 
your  principal  each  month.  When- 
ever a  mortgage  is  refinanced,  pre- 
paid or  even  defaults,  Ginnie  Mae 
promptly  sends  you  your  pro-rated 
share  of  the  principal  involved.  In 
inflationary  times,  this  monthly 
payback  of  principal  is  a  decided 
plus  over  bonds— inflation  won't 
have  eaten  as  much  of  the  buy- 
ing power  of  your  money.  • 

The  pools  are  composed  of  30- 
year  mortgages,  but  are  designed 
so  that  the  average  life  of  the  pool 
is  12  to  14  years. 

An  arm  of  the  Federal  Home 
Loan  Bank  is  also  issuing  mort- 
gage-backed certificates,  but  the  in- 
terest here  is  paid  semi-annually; 
the  principal  only  once  a  year. 

For  the  smaller  pension  fund, 
these  mortgage-backed  certificates 
are  an  ideal  way,  probably  the 
only  way,  to  combine  safety  with 
real  estate  investing. 
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Swissair  knows  there  must  be 

some  things  we  can  do  to  make  your 

business  flight  even  better. 

We'd  like  to  know  what  they  are. 


While  Swissair  offers  businesspeople 
a  range  of  business  services,  we  want  to 
offer  you  even  more.  So  we  decided  to  ask 
you,  the  experienced  business  traveler, 
what  new  services  you'd  like  to  get. 

But  before  you  jot  down  your  ideas, 
we'd  like  to  fill  you  in  on  what  Swissair 
can  do  for  you  right  now.  For  instance,  we 
can  arrange  for  you  to  use  a  dictaphone 
on  board  all  our  North  Atlantic  flights. 
And  we  can  reserve  space  for  your  cargo. 
So  you  know  exactly  when  it's  arriving. 

You  can  also  get  our  SACO  (Sample 
Collection)  service  in  all  of  the  83  cities 
we  fly  to.  Which  means  Swissair  arranges 
bonding  if  you  need  it,  and  prepares  all 


the  documents  you  need  to  get  your  sam- 
ples or  equipment  through  customs.  Our 
representative  hands  you  the  papers  when 
you  arrive,  and  makes  sure  everything 
goes  smoothly. 

But  the  services  you  can  arrange 
through  your  Travel  Agent  or  Swissair 
don't  stop  there.  We  can  have  a  secretary 
meet  you  at  the  airport,  to  help  you  take 
care  of  first  or  last  minute  details.  We'll 
also  arrange  for  a  meeting  room  in  the 
Zurich  or  Geneva  airports  or  in  any  city 
you're  going  to.  We'll  even  reserve  cars, 
limousines,  hotel  rooms,  theater  tickets 
and  make  dinner  reservations.  And  while 
you  do  have  to  pay  for  any  cervices  you 


use,  there's  no  charge  for  us  making  the 
arrangements. 

We  can  do  all  this  but  we  want  to  do 
more.  So  please  send  us  your  ideas.  Be- 
cause whether  you're  flying  to  Switzer- 
land from  our  gateway  cities  of  New  York, 
Boston,  Chicago,  Toronto  or  Montreal, 
you'll  find  that  we're  trying  to  make  busi- 
ness travel  much 
more  businesslike. 


Dear  Swissair: 

These  are  the  services  I'd  like  to  have: 


1. 


2. 


3. 


Name. 


.Title. 


Company. 


.State. 
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Swissair,  608  Fifth  Avenue,  New  York,  N.Y.  10022 


Forbes 

The  Zarie  Bailout 


While  the  Ford  Administration  is  being 

tough  on  New  York  City,  it's  pushing  an  $81 -million 

bailout  (or  the  spendthrift  African  state. 


A  couple  of  yeaks  back,  Chase 
Manhattan,  First  National  City  and 
other  major  U.S.  banks  were  tripping 
over  one  another  to  lend  to  Zaire,  the 
former  Belgian  Congo.  After  all,  the 
price  of  copper  was  $1.52  a  pound. 
Even  the  notoriously  wasteful  men 
running  Zaire  couldn't  go  broke  with 
prices  like  that  for  their  major  export. 

Said  a  banker  at  the  time:  "We've 
got  it  all  worked  out.  The  price  of 
copper  can  fall,  and  we'll  still  get 
our  money." 

But  the  price  of  copper  didn't  just 
fall;  it  collapsed  to  around  55  cents. 
Predictably,  Zaire,  which  is  perhaps 
best  remembered  by  the  public  for 
spending  $10  million  to  stage  the  Ali- 
Foreman  fight  last  year,  is  now  de- 
faulting on  its  bank  loans  about  as 
fast  as  they  come  due. 

Uncle  Sam  To  The  Rescue 

That  U.S.  banker,  however,  may 
still  be  right  when  he  said,  "We'll 
still  get  our  money."  Only  the  bankers 
will  be  getting  it,  at  least  in  part,  via 
a  federal  bailout  of  Zaire. 

Over  congressional  opposition,  the 
Administration  is  readying  an  $81- 
million  aid  package  for  the  troubled 
central  African  state.  Even  if  Con- 
gress rejects  the  plan,  the  Adminis- 
tration seems  determined  to  advance 
at  least  $49  million  at  its  own  dis- 
cretion. Of  that,  $20  million  is  in 
the  form  of  an  Export-Import  Bank 
credit,  despite  the  fact  that  Zaire  is 
already  $5.5  million  in  arrears  on  its 
payments  to  the  Ex-Im.  (For  a  look 
at  Ex-Im's  own  woes,  see  p.  41.) 

"This  is  a  response  on  our  part  to 
what  we  see  as  a  short-term  need 
out  there,"  vmurmurs  a  State  Depart- 
ment officer,  who  adds:  "Though  it's 
hard  to  say  just  how  short  term  that 
short  term  will  be." 

The  bankers,  of  course,  are  cheer- 
ing on  the  Administration.  "I  hope  it 
does  go  through,"  says  an  officer  at 
First  National  City  Bank,  which  is 
sitting  on  tens  of  millions  of  dollars 
in  shaky  Zaire  loans.  "We  won't  get 
our  interest  payments  directly,  but 
with  some  of  their  essential  imports 
paid  for,  they  can  use  the  cash  that'll 
be  freed  to  pay  some  arrearages." 


Back  in  Zaire,  that  country's  ad- 
ministration is  taking  extraordinary 
measures  to  keep  goods  flowing  into 
the  country.  A  source,  who  asked  not 
to  be  identified,  told  Forbes  that  the 
family  of  at  least  one  foreign  business- 
man was  kidnapped  by  government 
troops  until  the  man's  company 
shipped  certain  goods. 

How  did  Zaire  get  into  this  bind? 
Copper  accounts  for  about  60%  of  its 
foreign  exchange  earnings,  and  a  cou- 
ple of  years  ago  copper  demand  was 
booming.  On  the  strength  of  that, 
Zaire  went  on  an  incredible  Eurodol- 
lar borrowing  binge,  with  the  encour- 
agement of  both  European  and  U.S. 
banks.  Zaire's  Department  of  Finance 
admits  to  a  $655-million  increase  in 
foreign  debt  in  1974  alone,  a  55%  in- 
crease. The  real  increase  is  said  to  be 
even  higher. 

Zaire  itself  may  not  know  how 
much  it  owes.  A  confidential  bank  re- 
port describes  the  country's  account- 
ing system  as  extremely  poor.  Part  of 
the  problem  is  that  much  of  Zaire's 
national  budget  is  channeled  through 
the  Office  of  the  President.  No  one 
knows  for  sure  exactly  how  much 
comes  in— or  goes  out. 
•  How  is  the  money  spent?  At  least 
in  part  by  President  Mobutu  Sesu 
Seko,  who  indulges  his  whims— like 
bankrolling  the  Ali-Foreman  fight  and 
maintaining  his  three  palaces  in  Zaire 
and  his  villa  in  Switzerland. 

Right  now,  an  International  Mone- 
tary Fund  team  is  in  Zaire  trying  to 
straighten  out  the  country's  finances. 
But  the  U.S.  aid  package  is  being  of- 
fered whether  or  not  President  Mo- 
butu agrees  to  the  IMF's  austerity 
measures.  Pressed  on  this  point  by  an 
inquisitive  U.S.  senator,  Sheldon 
Vance,  the  former  U.S.  ambassador  to 
Zaire,  urged  the  aid,  saying,  "There 
would  be  an  important  psychological 
difference  .  .  .  [in]  our  offering  to  be 
helpful  without  condition." 

The  Administration's  argument  is 
that  sooner  or  later  the  price  of  copper 
will  rebound,  and  Zaire  will  be  healthy 
again.  Apologists  cite  the  Chase  Man- 
hattan Bank's  projected  $427-million 
loan  to  expand  copper  production. 

But  critics  argue  that  copper  alone 


President  Mobutu  of  Zaire 

can't  save  the  country.  If  the  Chase 
expansion  and  others  go  through— a 
big  if  in  itself— the  output  of  Zaire's 
high-grade  ore  will  grow  by  around 
7.6%  a  year  through  1980.  Meantime, 
other  copper-exporting  countries  are 
expanding,  too.  In  all,  the  world  sup- 
ply of  copper  could  be  rising  at  5.4% 
a  year,  while  world  demand  climbs  at 
only  4%  or  so.  That  means  there  will 
be  plenty  of  copper  flooding  the  mar- 
ket. Even  with  the  proposed  IMF 
monetary  reforms,  international  bank- 
ers worry  about  a  rising  deficit  in 
Zaire  in  the  years  ahead. 

Why  are  we  bailing  out  the  poor- 
ly managed  African  state?  Or  in  other 
words,  why  do  we  have  "a  warm  spot 
in  our  heart"— as  a  State  Department 
official  puts  it— for  President  Mobutu? 
After  all,  only  a  few  months  ago,  Mo- 
butu charged  the  Central  Intelligence 
Agency  with  fomenting  a  coup  d'etat 
against  him  and  expelled  our  ambas- 
sador. And  then  he  charged  in  the 
world  press  that  a  prospective  Assis- 
tant Secretary  of  State  for  African  Af- 
fairs was  plotting  to  overthrow  a 
number  of  African  governments. 

One  possible  explanation  for  our 
"warm  spot"  for  Mobutu  is  his  activi- 
ties in  Angola,  his  next-door  neighbor. 
Mobutu's  brother-in-law  heads  an  an- 
ti-Communist "national  liberation" 
army  there— one  of  three  at  last  count. 
Though  the  U.S.  is  "neutral"  toward 
Angola,  it  is  widely  suspected  that 
part  of  the  Zaire  aid  package  in  the 
form  of  $20  million  worth  of  arms  will 
end  up  being  used  in  Angola. 

When  these  reports  were  repeated 
to  our  ambassador-designate  to  Zaire, 
Walter  Cutler,  he  said  that  no  one 
should  assume  that  the  military  aid 
would  be  used  outside  the  country. 

Be  that  as  it  may,  are  we  propping 
up  a  spendthrift  dictator?  If  so,  ex- 
actly why  are  we  doing  it?  Is  it  for 
political  reasons?  And  is  it  partly  to 
help  U.S.  bankers  who  made  ques- 
tionable loans? 

These  are  all  good  questions  that 
deserve  good  answers.  ■ 
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oing  It  The  Hard  Way 


Without  any  public  financing— and  with  even  less  publicity- 
Roadway  Express  became  the  U.S.'  biggest  trucking 
company.  Frugality  supplied  part  of  its  capital. 
Compound  interest  did  the  rest. 


n  ight  off  Ohio  Route  8  in  Akron 
"™  sits  a  bland,  barely  noticeable 
two-story  brick  building,  identified  on- 
ly by  a  blue  plastic  sign  reading  Road- 
way Express.  The  passerby  would 
never  guess  that  this  nondescript 
building  is  headquarters  for  a  half- 
hillion-dollar-a-year  business  with  one 
of  the  most  consistent  growth  records 
in  U.S.  industry. 

Roadway  Express  is  the  U.S.'  big- 
gest general  trucking  company  (Con- 
solidated Freightways  is  bigger  in  to- 
tal revenues,  but  not  in  freight  rev- 
enues). In  the  transportation  business, 
bigness  does  not  guarantee  profits— 
as  many  of  our  airlines  and  railroads 
can  testify.  But  Roadway  is  both  big 
and  profitable.  Last  year  it  earned 
23%  on  its  invested  capital,  and  has 
averaged  20%  over  the  past  decade. 
It  netted  an  exceptional  6.5%  on  the 
revenue  dollar  last  year,  and  it  fi- 
nanced its  entire  capital  spending 
and  dividends  out  of  cash  flow.  It  also 
didn't  borrow  a  cent  as  working  capi- 
tal rose  by  $12.5  million. 

In  a  bear  market  that  has  been 
merciless  to  so-called  growth  stocks, 
Roadway's  luster  has  been  undimmed. 
At  its  recent  price  of  40,  it  is  selling 
at  24  timest  earnings  and  very  close 
to  its  alltime  high.  Of  its  more 
than  19.6  million  shares  outstanding, 
60%  are  closely  held— 45%  by  co- 
founder  Galen  Roush,  now  83.  Of 
the  40%  in  public  hands,  the  great 
majority  is  owned  by  institutions; 
Prudential  Insurance  owns  close  to  4% 
of  the  stock,  Chase  Manhattan  about 
3%  and  a  big  mutual  fund,  National 
Investors,  also  owns  3%. 

A  relatively  few  shares  are  held 
by  the  general  public,  but  this  is  hard- 
ly surprising:  Roadway  is  barely 
known  to  the  general  public.  And 
that  is  the  way  the  company  likes  it. 
Galen  Roush  and  his  executives  shun 
publicity.  Their  annual  reports  are 
models  of  reticence.  But  where  talk- 
ing is  money,  Roush's  colleagues   are 


perfectly  willing  to  communicate. 
They  have  always  been  open  with 
analysts  from  financial  institutions. 

Galen  Roush  and  his  brother  Car- 
roll, a  teacher,  were  trucking  pio- 
neers. They  date  back  to  the  indus- 
try's Humphrey  Bogart  days  when 
disputes  were  more  often  settled  with 
fists  than  in  the  courts.  They  went 
into  business  way  back  in  1930,  well 
before  the  industry  came  under  the 
regulation  of  the  Interstate  Com- 
merce Commission. 

The  Route  To  Success 

Galen  Roush,  a  lawyer  by  training, 
was  ready  for  regulation;  he  made  it 
serve  his  interest.  By  keeping  careful 
records  of  where  his  trucks  ran,  he 
was  able  to  claim  territorial  rights  to 
one  of  the  most  profitable  route  net- 
works, blanketing  some  20  states  in 
the  highly  industrialized  East.  The 
ICC  didn't  just  hand  Roadway  the 
route  exclusively.  Roush  had  to  fight 
for  it  in  the  courts  for  16  years.  But  in 
1951  he  got  most  of  what  he  claimed. 
You  could  say  that  Galen  Roush's  rec- 
ords were  the  company's  most  valu- 
able asset. 

In  addition  to  winning  the  route, 
the  Roush  brothers  were  among  the 
first  to  realize  that  financial  controls 
and  good  managers  were  needed  in 
trucking.  The  Roushes  hired  profes- 
sionals and  even  a  Phi  Beta  Kappa  to 
run  the  company  in  the  1930s. 

To  help  Roadway  further  de- 
velop financial  controls,  the  brothers 
brought  in  a  young  cost  accountant 
named  John  L.  Tormey  in  1950.  He, 
in  turn,  devised  the  controls  that  en- 
able giant  Roadway  to  operate  as  ef- 
ficiently today  as  it  did  when  it  was  a 
small  company.  Now  62,  Tormey  is 
Roadway's  chairman  and  a  million- 
aire several  times  over. 

At  the  time  Tormey  joined   Road 
way,  the  railroads  were  gradually  giv- 
ing up  their  less-than-carload-lot  busi- 
ness to  the  truckers  mainly  because  it 


wasn't  profitable  for  them.  This  was 
a  godsend  to  the  truckers,  because 
pound  for  pound  it  brings  in  at  least 
three  times  the  revenue  that  heavier 
freight  does,  and,  being  more  flexible, 
it  lends  itself  better  to  return  loads. 
Today,  less-than-truckload  freight 
provides  98%  of  Roadway's  shipments. 

That  shift  of  business  was  both  a 
blessing  and  a  burden  to  Roadway. 
It  helped  boost  revenues,  but  it  also 
forced  the  Roush  brothers  to  invest 
millions  in  terminals  and  equipment 
to  keep  pace.  The  Roushes  had  to 
borrow  heavily.  Previously,  Roadway 
contracted  owner-operators  with 
whom  it  had  to  share  revenues.  In 
those  days,  truckers  weren't  consid- 
ered such  good  risks  by  commercial 
banks.  Tormey  and  Roush  persuaded 
them,  particularly  Chase  Manhattan, 
that  their  company  was  a  good  risk. 

In  1956  the  founders  split.  They 
had  never  gotten  along  well,  but 
prosperity  only  made  the  situation 
worse;  they  were  barely  talking.  Car- 
roll sold  out  for  about  $5  million  and 
went  his  own  way  (see  box). 

Roush  isn't  the  kind  of  entrepreneur 
who  likes  having  outside  stockholders, 
but  the  fend  with  his  younger  brother 
forced  his  hand.  Carroll  Roush,  partly 
to  spite  him,  sold  his  half-interest  to 
the  public.  The  original  buyers  made 
out  very  well  indeed.  One  original 
share  is  now  worth  16  shares. 

With  Carroll  leaving  to  form  his 
own    company,    Galen    restructured 

Roadway,  became  president,  and  ap- 
pointed his  men  into  the'  top  opera! 
ing  spots.  Roush  shrewdly  put  Tor- 
mey in  charge  Of  finances  and  del- 
egated authority  down  below  while 
lie  oversaw  the  whole  operation. 

Galen  Roush  began  aggressive!)  to 
expand  and  modernize  the  numbei  el 
Roadway  terminals  within  his  service 
territory.  He  was  among  the  first  to 
sec  tliat  the  old  industrial  centers 
were  declining  and   industry    was   d< 

centralizing.    In    1958   Roadway   had 
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In  old  movies,  truckers  came  out  on 
top  with  their  fists.  In  reality, 
Roadway  beat  its  competition  with 
modern  management  and  equipment. 


some  60  terminals;  a  decade  later  it 
had  about  135;  today  the  company 
has  nearly  300.  Its  nearest  rival,  Con- 
solidated Freightways,  now  has  only 
190  terminals. 

Tormey's  sophisticated  accounting 
could  pinpoint  profit  and  loss  by  traf- 
fic lane:;,  by  commodities,  by  weight 


bracket  and  by  individual  customers; 
t     this  day  most  railroads  cannot. 

Tormey  made  each  individual  ter- 
minal a  profit-and-loss  center.  In  some 
cases  if  the  terminal  manager  achieved 
or  exceeded  his  targets,  he  received 
a  bonus  equal  to  his  salary;  if  he 
didn't,  he  was  bypassed  for  more 
aggressive  managers.  For  the  success- 
ful terminal  managers,  the  bonus  ar- 
rangement was  further  sweetened  by 
an  attractive  bonus  in  Roadway 
stock,  which  was  steadily  appreciat- 
ing. Impressed  by  the  results,  some  of 
the  financial  institutions  not  only  lent 
Roadway  money  but  bought  its  stock 
on  the  open  market.  (Says  one  insti- 
tutional trucking  analyst:  "Some  of 
those  terminal  managers  are  going 
to  be  able  to  retire  with  close  to 
$1  million.") 

The  recent  sharp  recession  is  a 
tough  test  for  Roadway,  as  for  all 
trucking  companies.  This  is  a  business 
where  labor  is  the  major  cost  factor, 
accounting  for  60%  of  all  costs.  When 
business  is  slow,  as  in  late  1974  and 
early  1975,  the  overhead  can  be  mur- 
derous. Roadway  reacted  in  a  way 
that  showed  that  prosperity  has  not 


caused  it  to  go  soft.  It  slashed  its  pay- 
roll and  other  costs.  Result:  By  the 
nine-month  mark,  its  profits  were  al- 
most even  with  1974  even  though  ton- 
nage was  off  some  15%.  By  compari- 
son, Consolidated  Freightways  was  off 
53%,  Smith's  Transfer  40%,  Merchants 
16%  and  Yellow  Freight  12%. 

Money  In  The  Bank 

One  reason  Roadway  fared  so  well 
was  its  tremendous  financial  strength. 
Most  trucking  companies  are  highly 
leveraged.  Not  Roadway.  In  fact,  it 
has  amassed  a  profitable  $65-million 
portfolio  consisting  of  U.S.  Govern- 
ment and  municipal  securities. 

Where  did  the  $65  million  come 
from?  Because  it  did  not  hesitate  to 
go  heavily  into  debt  in  the  earlier 
days  of  its  expansion  in  order  to  ac- 
quire its  fleet  and  terminals,  Road- 
way is  debt-free  and  is  throwing  off 
cash  today. 

The  biggest  reason  that  Roadway 
has  turned  from  cash-hungry  to  cash- 
rich  is  its  high  rate  of  return— earn- 
ing, on  average,  20%  on  its  capital 
and  paying  out  only  small  dividends, 
it  compounds  its  investment  at  a  huge 


Galen  Roush:  The  Man  In  The  Rumpled  Suit 


Galen  Roush  is  83  and  worth  $350 
million  or  so,  but  neither  his  wealth 
nor  his  accomplishments  have  at- 
tracted much  attention.  Roush,  Spar- 
'  tan  and  reticent,  prefers  it  that  way. 

He  lives  in  a  small  town  between 
Cleveland  and  Akron  in  a  refurbished 
farmhouse.  His  salary  as  chairman 
of  Roadway  Express  until  he  retired 
last  year  was  still  $30,000  a  year,  and 
his  dividend  income  wasn't  very  siz- 
able until  a  decade  ago. 

Until  he  had  a  recent  heart  attack, 
Roush  swam  15  laps  every  day— but 
he  swam  in  the  Akron  YMCA  pool 
rather  than  build  one  for  himself. 
"Watching  him  walk  down  the  street," 
says  a  neighbor,  "he  appeared  to  be 
an  elderly  clerk  in  a  rumpled  suit." 

Frugality  is  his  forte.  He  started  in 
trucking  when  the  difference  between 
survival  and  bankruptcy  was  a  nar- 
row line.  His  office  was  little  more 
than  a  closet;  his  salary  low.  But  he 
rarely  scrimped   on   new   equipment. 

After  graduating  from  Hiram, 
Ohio's  Hiram  College  in  1915,  he 
taught  mathematics,  science  and  was 
an  athletic  coach.  Roush  got  his  law 
degree  in  1922,  set  up  practice, 
kicked  around  and  came  back  to  Ak- 
ron looking  for  employment  about  the 
time  the  U.S!  was  plunging  into  a 
depression.  Brother  Carroll  decided 
trucking  was  the  only  way  to  make  a 
living;  Galen  soon  joined  him. 

Now  70,  Carroll  is  almost  the  pre- 


Roadway's  Roush  was  tough  as  barbed  wire  with  union  locals  that  tried  to 
dictate  terms.  For  example,  to  avoid  giving  in,  he  closed  some  terminals. 


cise  opposite  of  Galen;  he  is  an  ex- 
trovert who  likes  to  live  well  and 
take  chances.  When  the  brothers 
split  in  1956,  Carroll  went  west  and 
bought  ONC  Fast  Freight,  which  sub- 
sequently became  part  of  ROCOR 
International,  a  short-haul  consumer 
goods  company.  ROCOR's  policy  also 
has  been  almost  the  precise  opposite 
of  Roadway's. 

In  a  sense,  the  split-up  so  far  ap- 
pears to  be  a  vindication  of  Galen 
Roush's  policies.  Roadway  prospered. 
But  today  ROCOR  is  only  about  one- 
fourth  the  size  of  Roadway  and  has 
had  profit  problems.  ROCOR  also  has 
a  considerable  amount  of  debt,  be- 
cause it  expanded  quickly.  Of  course 


ROCOR  started  late  and  had  to  buy- 
all  its  major  routes. 

But  Carroll  does  have  one  satisfac- 
tion denied  to  Galen:  Carroll's  son 
David  is  now  running  ROCOR.  By 
contrast,  not  one  of  Galen's  four  chil- 
dren entered  the  business. 

Galen  Roush  has  apparently  re- 
solved that  Roadway  remain  in  the 
hands  of  the  men  who  run  it  rather 
than  in  absentee  ownership  when  he 
dies.  His  employee  stock -purchase 
plan  is  spelled  out  in  a  20-year  trust 
he  set  up  in  1956.  Galen  Roush  seems 
to  figure  that  the  company  got  where 
it  is  because  the  key  men  had  a  big 
stake  in  its  success.  Whether  it  works 
out  that  way  only  time  will  tell. 
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,  compounded  at  20%,  every  dol- 
lar   becomes    $6.19    after    ten    years, 

S.30  after  20  years.  Thus  Road- 
,  equity  capital  was  $24  million 
a  decade  ago  and  now  is  $145  mil- 
lion without  any  additional  shares  of 
k  having  been  sold  to  the  public. 

Faced    with    competition    from    a 

-h  machine  like  Roadway,  many 
small  financially  weak  truckers  will 
probably  go  out  of  business  over  the 
next  few  years:  If  the  ICC  is  stingy 
with  rate  increases,  the  smaller  com- 
panies won't  be  able  to  make  an  ade- 
quate profit;  if  it  is  generous  with 
rate  increases,  Roadway  will  get  rich- 
er and  richer.  In  the  past  two  years, 
Roadway  has  made— for  cash,  of 
course— no  less  than  five  acquisitions 
of  small  trucking  companies. 

While  it  has  never  paid  stock  for  an 
acquisiton,  Roadway  has  traditionally 
found  ways  to  cushion  the  tax  blow 
for  the  sellers. 

If  internal  growth  slows  down  be- 
tween 1975  and  1980,  as  it  almost 
surely  will,  there  are  plenty  of  small 
companies  and  routes  available  to 
buy.  Antitrust?  So  far,  it  hasn't  been 
much  of  a  problem.  Roadway's  ac- 
quisitions have  been  small,  and  the 
industry  is  still  fragmented:  Roadway, 
the  biggest,  has  less  than  3%  of  regu- 
lated motor  carrier  revenues. 

Not  All  Glitter 

Certainly  there  are  problems  ahead. 
Over  the  past  two  decades,  the  U.S. 
trucker  has  increased  the  average 
truck  load  weight  from  nine  tons  to 
13  tons.  This  means  that  a  driver  on 
average  handles  35%  more  freight 
than  he  did  in  years  past,  and  this  has 
gone  a  long  way  toward  offsetting 
soaring  wage  rates.  Further  increases 
in  truck  sizes  now  appear  slimmer 
than  in  the  past.  There  could  be  trou- 
ble ahead  on  the  labor  front,  too,  as 
Teamsters  Union  boss  Frank  Fitzsim- 
mons  tries  to  hold  on  to  power.  There 
is,  for  example,  persistent  talk  of  a 
guaranteed  annual  wage  demand  in 
trucking  that  would  make  more  diffi- 
cult the  land  of  layoffs  by  which 
Roadway  cut  costs  this  year. 

Finally,  there  is  just  so  much  of 
Roadway's  profitable  freight  around 
—the  less-than-truckload-lot  business; 
competition  for  it  is  getting  rougher 
from  all  sources.  Considering  all  these 
problems,  it  is  doubtful  whether 
Roadway  can  continue  growing  at  20% 
and  earning  its  average  20%  on  cap- 
ital. But  even  at  a  much  slower 
growth  and  a  somewhat  lower  return 
on  capital,  Roadway  should  still  grow 
faster  than  most  companies. 

Isn't  it  ironic  that  a  trucking  com- 
pany should  turn  out  to  have  been 
one  of  the  last  genuine  "one  decision" 
growth  stocks?  ■ 
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The  Power 

Of  Positive  Eyewash 

EST,  the  newest  self-improvement  medicine, 
is  a  mixture  of  eyewash  and  brainwash— 
and  yet  many  businessmen  are  buying  it. 


What  did  the  Wizard  of  Oz  givecthe 
Tin  Woodman  when  he  asked  for  a 
heart,  the  Scarecrow  for  brains  and 
the  Cowardly  Lion  for  courage?  Noth- 
ing—yet each  went  away  convinced 
he  got  what  he  needed. 

So  it  is  with  Werner  Erhard,  found- 
ing guru  of  Erhard  Seminars  Train- 
ing, the  latest  self-improvement  fad 
hot  off  the  West  Coast. 

"There's  nothing  to  get,  so  you  got 
it,"  EST  trainees  are  told  at  the  end 
of  their  marathon  indoctrination  ses- 
sions. Since  1971  Erhard  has  preached 
to  over  60,000  graduates  that  hap- 
piness is  simply  thinking:  "You  are 
perfect  the  way  you  are." 

What  makes  EST  noteworthy  is  the 
kind  of  followers  it  attracts.  They 
aren't  the  usual  strung-out  adolescents 
or  inner-growth  groupies;  a  great 
number  are  seemingly  solid  white- 
collar  types— doctors,  executives,  sales 
managers,  accountants  and  editors. 
Some  17%  of  EST  graduates  have  col- 
lege degrees  (vs.  8%  in  the  total  U.S. 
population),  while  another  22%  have 
done  post-graduate  work  (vs.  2%). 
EST's  president,  Donald  Cox,  is  a  for- 


mer Harvard  Business  School  instruc 
tor  and  Coca-Cola  vice  president.  Er 
hard  has  lectured  at  Stanford  and  th« 
American  Management  Association. 

EST's  techniques  are  as  old  as  th< 
Inquisition  and  as  new  as  a  Don  Rio 
kles  monologue.  For  two  consecutivt 
weekends  (at  a  cost  of  $250),  trainee; 
are  subjected  to  verbal  abuse  anc 
physical  deprivation  (of  food  anc 
bathroom  privileges)  to  break  dowr 
their  defenses.  Then  the  EST  trainei 
fills  up  their  heads  with  an  amalgarr 
of  ideas  Erhard  appropriated  fron 
zen,  gestalt,  Scientology,  transactiona 
analysis  and  Voltaire's  "best-of-all- 
possible-worlds"  Dr.  Pangloss. 

Erhard  thinks  EST  appeals  to  busi- 
nessmen because  of  their  pragmatism: 
"Business  people  are  only  interested  in 
one  thing— does  it  work?" 

A  lot  of  businessmen  testify  thai 
EST  does  work.  A  San  Francisco  in- 
surance  executive  says  he  has  doublec 
his  business  in  a  year.  An  Oaklanc 
real  estate  operator  says  he  is  mort 
productive  now  because  he  can  wall 
away  from  any  deal  that  is  not  entire- 
ly open  and  above  board.  A  Ford  Ad- 


Hercules— Down  But  Not  Oi 

President  Werner  Brown  says  nobody  should  count  out  Here 
The  way  he  sees  it,  the  company  is  making  a  comeback  alrea 


The  other  big  chemical  companies- 
Dow,  du  Pont  and  Rohm  &  Haas- 
have  been  clobbered  this  year,  too. 
But  none  of  them  has  taken  anything 
like  the  licking  absorbed  by  Hercules. 
Through  the  first  nine  months,  its 
earnings  are  down  nearly  90%— exclud- 
ing an  extraordinary  gain.  And  for  the 
12  months,  it  has  returned  a  paltry 
3.6%  on  stockholders'  equity,  com- 
pared with  its  historical  average  of 
15%.  As  a  result,  the  $546-million  (as- 
sets) company's  stock  value  is  down 
about  17%  since  January,  or  a  grand 
total  of  some  $250  million. 

Can  a  company  that  falls  that  far, 
that  fast,  recover  quickly?  Hercules' 
thoughtful  president,  Werner  C. 
Brown,  thinks  so.  He  told  Forbes: 
"If  people  are  willing  to  forget  1975 


and  accept  my  ideas,  nothing  had 
changed." 

Leaning  back  in  his  chair  and  light- 
ing another  cigarette,  Brown  went  on 
to  say  that  many  of  Hercules'  prob- 
lems can  be  traced  to  one  area— inven- 
tory controls.  Hercules  made  far  tm 
much  of  its  basic  chemicals,  just  as  its 
customers  were  ordering  too  little. 

"In  September  of  last  year,"  says 
Brown,  "things  were  never  better.  W« 
even  studied  the  inflation  effect  on  our 
earnings.  We  were  growing  at  10%J 
even  on  the  deflated  dollar.  Then- 
overnight— the  bottom  fell  out." 

To  be  precise,  the  market  evaporat- 
ed for  Hercules'  two  major  growth 
products— polypropylene  (used  in  up- 
holstry  fibers  and  plastics)  and  I 
polyester    fiber    Intermediate    callti 

FORBES,    DECEMBER    1,    1973 


Warner  Erhard,  Guru  of  Erhard  Seminars  Training 


ministration  official  in  Washington 
says  he  is  less  hassled  because  he  can 
deal  with  "what  is,  rather  than  what 
I  hoped  would  be." 

A  Los  Angeles  psychiatrist  explains 
EST's  appeal  this  way:  "Organized 
psychology  overstated  its  claim,  and 
when  the  inevitable  disillusionment 
came,  people  were  open  to  do-it-your- 
selfers like  Erhard." 

Erhard  has  perfected  the  each-one- 
sell-one  sales  technique  whereby  the 
satisfied  EST  graduate  urges  his 
friends  and  relations  to  sign  up  for 
the  bliss  blitz.  There  are  waiting  lists 
for  the  monthly  courses  (held  in  12 
U.S.  cities). 

The  organization's  publicity  says  it 
is  "a  breakeven  operation."  But  it  is 
not  tax-exempt.  "EST  is  to  serve  peo- 
ple, not  make  money."  It  certainly 
takes     in     money:     EST     reportedly 


grossed  $3.4  million  when  it  had  only 
half  its  present  number  of  graduates. 
Yet  expenses  would  appear  to  be  mini- 
mal. It  does  little  advertising.  Most 
of  the  nine  trainers  earn  less  than 
$30,000  annually.  Most  of  the  staff 
work  is  done  by  several  hundred  vol- 
unteers who  labor  virtually  around 
the  clock.  Besides  the  San  Francisco 
headquarters,  EST's  main  operating 
expenses  are  trainers'  travel  and  hotel 
room  rent  for  the  session  (approxi- 
mately $600  a  weekend). 

"If  there  is  any  surplus  over  op- 
erating expenses,"  says  the  publicity, 
"our  policy  has  been  to  give  the  mon- 
ey away."  EST  apparently  benefited 
from  a  Caribbean  tax  shelter  to  in- 
crease the  amount  of  money  it  had 
to  give  away.  An  indictment  brought 
in  October  as  a  result  of  the  IRS's 
Project    Haven    investigation    of    off- 


shore tax  shelters  charged  three 
Northern  Californians  with  reporting 
fictitious  tax-reducing  transactions  for 
their  clients  (including  EST).  None 
of  the  clients  was  charged. 

EST  provides  founder  Erhard,  40, 
with  a  lavish  lifestyle.  He  drives  a 
Mercedes  450  SEL,  pilots  a  corporate 
plane,  lives  in  a  $100,000  house  and 
operates  out  of  an  EST  San  Fran- 
cisco mansion  complete  with  valet, 
chef  and  multi-person  retinue. 

The  former  used-car  and  encyclo- 
pedia salesman  has  come  a  long 
way.  He  admits  to  changing  his  name 
from  Jack  Rosenberg  and  leaving  be- 
hind his  first  wife,  four  kids  and  a 
pile  of  debts  when  he  headed  west 
from  Philadelphia  15  years  ago.  But 
bad  news  seems  to  follow  him  around. 
Erhard  was  a  division  sales  manager 
for  Grolier  Society  Inc.  when  it  was 
enjoined  by  the  state  of  California 
for  fraudulent  and  deceptive  sales 
practices.  As  recently  as  1974  Cal- 
ifornia was  seeking  to  enjoin  Mind 
Dynamics— whose  ex-president  said 
Erhard  was  once  his  No.  One  man— 
from  making  fraudulent  claims  and 
practicing  medicine  without  a  license. 

None  of  this  seems  to  dismay  Er- 
h aid's  followers.  "What  if  he  is  a  con 
man?"  asks  one  Los  Angeles  execu- 
tive. "EST  works." 

In  the  1920s,  a  Frenchman,  Emile 
Coue,  became  famous  for  a  kind  of 
mantra,  the  incantation  of  which  was 
supposed  to  be  very  therapeutic.  It 
went:  "Every  day  and  in  every  way, 
I  am  getting  better  and  better." 

Sound  familiar,  ESTers?  ■ 


DMT  (dimethylterephthalate).  Then 
"poof"  went  sales  of  naval  stores, 
which  are  resins  and  chemicals  de- 
rived from  pine  trees  and  used  in  pa- 
per and  other  industries.  Even  the 
company's  foreign  business  dried  up. 
Shaking  his  head,  Brown  says:  "No- 
body ever  figured  all  the  industries 
we  serve  would  be  down  so  drastical- 
ly at  the  same  time." 

But  now  Brown  insists  that  his  big- 
gest businesses  are  rebounding  just  as 
suddenly  as'  they  collapsed.  The  key, 
so  far,  are  the  company's  textile  cus- 
tomers. Their  inventories  are  depleted 
now,  and  they  are  screaming  for  fi- 
bers. Brown  says  Hercules'  DMT  and 
polypropylene  plants  have  been  run- 
ning flat  out  since  the  end  of  August. 

Looking  longer  term,  Brown  notes 
that  53%  of  Hercules'  $1.5  billion  in 
revenues  comes  from  products  whose 
sales  are  growing  more  than  10%  per 
year.  The  big  items  are  DMT,  poly- 
propylene and  carboxymethylcellu- 
lose,  which  is  called  CMC  because  no 
one  can  pronounce  it.  The  company 


has   a  hammerlock  on  each  of  those 
markets. 

Take  DMT.  Brown  concedes  that 
its  annual  growth  is  slowing  from 
around  12%  to  perhaps  8%.  But  8%  isn't 
bad.  What's  more,  he  has  high  hopes 
for  a  recent  major  process  break- 
through that  might  make  DMT  more 
cost-competitive  with  fast-growing 
TPA  ( tererjhthalic  acid),  a  less  ex- 
pensive polyester  intermediate  made 
by  Amoco. 

Ideal  Plastic? 

The  polypropylene  picture  is  even 
brighter.  Hercules  has  30%  of  the  mar- 
ket, around  twice  as  much  as  its  near- 
est competitor,  Standard  of  Indiana's 
Amoco  Chemicals.  Brown  expects  it  to 
continue  growing  at  15%  per  year  for 
two  reasons.  First,  it's  light,  strong 
and  cheap— an  ideal  plastic  for  any- 
thing from  toy  trucks  to  real  trucks. 
As  Detroit  makes  its  cars  lighter,  more 
polypropylene  will  replace  the  old 
steel  and  chrome.  Also,  propylene,  the 
feedstock  for  polypropylene,  is  abun- 


dant because  it  is  a  by-product  of 
ethylene  manufacture.  That  means 
that  even  if  demand  for  the  item 
booms,  supplies  should  remain  plenti- 
ful and  cheap. 

And  there  is  good  old  CMC.  Her- 
cules is  now  a  major  factor  in  the 
market.  Its  potential  seems  unlimited. 
It  is  a  water-soluble  gum  used  as  a 
stabilizer,  thickener  and  binder  and 
can  already  be  found  in  such  diverse 
products  as  ice  cream  and  Metrecal 
and  even  vaginal  jelly  and  embalming 
fluid— "from  the  womb  to  the  tomb." 

To  top  it  off,  Brown  boasts  that 
around  80%  of  Hercules'  sales  dollars 
are  represented  by  products  which 
have  more  than  20%  share  in  their  in- 
dividual markets.  That  gives  Hercules 
diversity  and  penetration. 

What  Brown  is  saying  is  that  Her- 
cules had  a  nightmare  this  year,  but 
its  earnings  are  sure  to  wake  up  soon. 
And  he  adds  this  with  emphasis:  "We 
are  watching  inventories— from  our 
plants  to  Sears,  Roebuck."  In  short, 
judge  us  by  1976,  not  by  1975.   ■ 
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Westinghouse: 
The  Waiting  Period 

With  its  uranium  problem  out  in  the  open, 
Westinghouse  isn't  likely  to  spring  any  more 
unpleasant  surprises.  Once  utility  construction 
picks  up,  the  company  should  really  be  rolling. 


Forbes  reminded  Chairman  Robert 
E.  Kirby  of  Westinghouse  that  his 
company's  stock  sold  for  as  high  as 
54  not  so  many  years  ago  and  now  is 
around  12.  Instead  of  replying,  Kirby, 
who  became  chief  executive  only  ten 
months  ago,  toyed  with  his  Zippo 
cigarette  lighter  and  looked  out  the 
window  at  the  Ohio  River,  23  stories 
below  his  Pittsburgh  office.  It  was 
not  an  observation  that  Kirby  could 
respond  to,  and  his  public  relations 
man  reminded  him  of  the  fact.  But 
if  Kirby  could  not— either  by  law  or 
by  conscience— comment  on  the  stock 
price,  there  is  no  doubt  that  it  is 
very  much  on  his  mind.  Westinghouse 
—once  a  blue-chip  stock  selling  for 
20  times  earnings  and  more— now 
is  a  loaded  laggard,  selling  at  a  big 
discount  from  book  value  and  at  sev- 
en or  so  times  probable  1975  earnings. 

A  trim,  tightly  controlled  but  af- 
fable man,  Kirby  has  no  hesitations 
at  all,  however,  about  discussing  the 
company's  future.  It  is  firmly  upbeat. 
The  only  question  is:  When? 

Picking  up  a  newspaper,  Kirby 
says:  "I  just  read  this  morning  that 
37  companies  in  the  Pittsburgh  area 
were  told  they  would  get  no  gas  this 
winter.  What  will  they  do?  They  have 
no  choice  but  to  use  more  electricity." 

More  electricity,  of  course,  means 
more  business  for  Westinghouse.  Al- 
though Westinghouse  is  only  around 
one  half  the  overall  size  of  General 
Electric,  the  two  companies  are  neck 
and  neck  in  the  business  of  making 
and  selling  electrical  generating 
equipment.  Which  means  that  the 
leverage  is  tremendous.  A  big  pickup 
in  utility  ordering  would  do  twice 
as  much  for  $5.8-billion-sales  West- 
inghouse, relatively  speaking,  as  it 
would  for  $13.4-billion  GE. 

As  the  high  price  of  imported  fuel 
oil  and  the  general  nonavailability 
of  natural  gas  affect  more  and  more 
people,  they  will  have  no  choice,  as 
Kirby  says,  but  to  turn  to  electricity. 
But  from  whence  will  the  electricity 
come?  Expansion  of  electrical  gen- 
erating capacity  in  the  U.S.  has 
slowed  almost  to  a  halt. 

Peak-load  capacity,  the  maximum 
amount  the  U.S.  electrical  generating 


system  can  put  out  at  one  time,  grew 
only  1.6%  last  year,  vs.  an  historical 
rate  of  7.5%.  This  year  the  growth  is 
even  less:  about  1.4%.  Over  the  past 
two  years  the  utility  industry  either 
postponed  or  stretched  out  construc- 
tion of  133  nuclear  power  plants  and 
124  coal-  or  oil-burning  plants. 
Another  109  plants  were  canceled 
outright. 

In  percentage  terms,  the  utility  in- 
dustry cut  back  its  scheduled  expan- 
sion by  a  full  two-thirds.  Although 
nobody  has  any  hard  numbers,  the 
Federal  Energy  Administration  is  on 
record  predicting  that  in  two  or 
three  years  there  will  be  areas  of 
the  country  that  will  be  energy  short. 
The  U.S.  economy  is  thus  on  a  col- 
lision course  with  disaster. 

Blackouts?  That's  one  possibility. 
Another  is  rationing.  Since  people 
can't  go  without  electric  lights  or  re- 
frigeration, the  most  likely  target  for 
the  rationing  will  be  industry— factor- 
ies. And  that  means  jobs  lost  and  pay 
envelopes  thinned. 

Once  the  emergency  begins  to 
pinch— in  actuality  rather  than  in 
probability— Congress  will  act.  It  will 
do  something  to  help  utilities  raise  the 
money  they  need  to  generate  the 
necessary  electricity.  The  result,  says 
Kirby,  will  be  a  "tidal  wave"  of  new 
orders  for  generating  equipment. 

Timing  The  Wave 

When  v/ill  the  wave  hit?  Nobody 
knows.  Kirby  puts  the  timing  at  any- 
where between  12  and  36  months. 

Bob  Kirby's  entire  strategy  is  built 
on  getting  Westinghouse  ready  for 
the  day.  He  has  committed  almost 
every  penny  of  Westinghouse's  capital 
budget,  currently  running  at  around 
$150  million  a  year,  to  build  produc- 
tion capacity  in  such  basic  items 
used  by  utilities  as  motors,  solid-state 
circuit  breakers  and  computer  con- 
trol systems. 

No  longer  will  Westinghouse  be  a 
diversified  company,  a  second-rate 
copy  of  General  Electric.  Bob  Kirby 
wants  to  run  a  giant  electrical  energy 
company.  This  is  when;  80%  of  its 
talent  and  assets  will  go. 

For  most  of  the  past  quartet  cen 


Kirby  of  Westinghouse 

tury,  Westinghouse  has  been  a  trou- 
bled company.  But  before  he  handed 
the  executive  office  to  Kirby  in  Feb- 
ruary, his  predecessor,  Donald  Burn- 
ham,  had  made  giant  strides  toward 
putting  Westinghouse's  house  in  or- 
der. Westinghouse  got  out  of  the  ele- 
vator business  in  France,  out  of  die 
mail-order  record  business  and  for  the 
most  part  out  of  low-income  housing. 
Also,  the  huge  but  unprofitable  ap- 
pliance business  was  arranged  to  be 
sold.  (White  Consolidated  bought  it, 
but  that  deal  is  now  getting  tangled 
up  in  the  courts.  The  Canadian  gov- 
ernment so  far  has  stopped  White 
from  buying  Westinghouse's  Canadian 
appliance  operation.  As  a  result, 
White  fears  it  will  not  be  able  to 
use  the  W  trademark  and  is  suint^ 
Westinghouse  for  $50  million.) 

The  result,  besides  eliminatin 
good  deal  of  red  ink,  was  to  free  cap- 
ital. At  the  moment,  the  company  is 
flush  with  cash.  As  recently  as  June 
1974,  the  talk  on  Wall  Street  was 
that  the  company  couldn't  afford  to 
pay  its  suppliers,  might  skip  its  divi- 
dend payment  and  might  even  lack 
the  cash  to  pay  an  installment  on  its 
annual  interest  bill  of  $111  million. 
The  company  claims  the  rumors  wen 
pure  bunk,  but  admits  that  its  ti 
surer  spent  a  busy  day  or  two  with  1 5 
banks  getting  a  quick  handshake  deal 
on  a  $500-million  revolving  line  <>l 
credit.  Things  were  so  tight  that  In 
the  end  of  September  1974,  Wetting- 
house  had  used  $436  million  of  that 
credit  line  to  pay  current  bills. 

During    the    first    nine    months    <>l 
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RCA  REDUCES 
THE  COST  OF  TALK 


...NEW  YORK,  CHICAGO, 
LOS  ANGELES,  SAN  FRANCISCO 

AND  HOUSTON. 


If  you're  currently  using  private-line  or 
long-distance  telephone  calls  or  sending  data 
between  these  metropolitan  areas  on  a  regular 
basis,  your  next  call  should  be  to  us. 

Let  us  give  you  some  free  talk  about  how  we 
can  provide  low-cost,  high-quality  TV,  voice  and 
data  service. 

The  RCA  Satcom  System  —  it's  the  first 
domestic  satellite  communications  system  to 
provide  coast-to-coast  satellite  communications  at 
substantially  reduced  rates  over  present  land-based 
facilities. 

The  Satcom  System  can  save  you  as  much  as 
50%  on  private-line,  point-to-point  voice  and  data 
service. 

Our  new  advanced-design  satellite  will  handle 
twice  the  traffic  of  any  satellite  now  in  orbit, 
operating  with  a  growing  network  of  earth  stations 
in  major  U.S.  cities. 

Your  private-line  RCA  satellite  circuit  is 
todays  most  cost-effective  alternative  to  overland 
cable  or  microwave  communications.  The  cost  per 


month  is  a  predictable  and  economical  constant. 

The  RCA  Satcom  System.  America's  new  link 
with  America. 
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Please  send  FREE  brochure: 
"The  RCA  Satcom  System!' 

Name Title. 


Company. 
Address 


City- 


State. 


.Zip. 


Phone  Number. 


Mail  to:  Mr.  Walter  W.  Pioli,  Satcom  Marketing, 
RCA  Global  Communications,  Inc.,  60  Broad 
Street,  New  York,  N.Y  10004.  Or  call  (212) 
363-3986. 
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Global 
Communications 


1975  the  picture  changed.  By  reduc- 
ing inventories,  cutting  receivables 
i  reducing  the  employee  payroll  by 
10,000  since  the  fall  of  1974,  short- 
term  debt  was  trimmed  from  $640 
million  to  $181  million.  Long-term 
debt  was  also  cut  by  $33  million,  to 
$631  million.  Kirby  plans  to  keep  a 
rein  on  debt.  Capital  expenditures  this 
year  and  possibly  next,  he  says,  will 
be  generated  internally. 

What  about  the  uranium  mess?  As 
a  ploy  to  help  sell  its  nuclear  power 
plants,  Westinghouse  salesmen  in  1966 
began  selling  long-term  uranium  con- 
tracts. They  did  a  good  job.  Westing- 
house  now  holds  contracts  to  supply 
utilities  with  slightly  more  than  80 
million  pounds  of  uranium.  These  con- 
tracts run  through  1994. 

For  a  while  it  looked  like  the  com- 
pany had  a  gold  mine.  According  to 
a  detailed  report  by  Kidder  Peabody 
analyst  Robert  W.  McCoy  Jr.,  West- 
inghouse was  selling  the  uranium 
for  somewhere  between  $6.50  and 
$10  a  pound;  until  1973  Westing- 
house  was  paying  between  $6  and  $8 
a  pound.  Just  about  everybody  at 
Westinghouse,  including  Kirby,  be- 
lieved the  price  would  remain  the 
same  or  even  decrease.  In  the  past, 
when  the  demand  for  uranium  in- 
creased, mining  companies  had  rushed 
into  the  business. 

This  time,  the  oil  embargo  of  1973, 
coupled  with  the  Atomic  Energy 
Commission's  decision  to  delay  con- 
struction of  new  enrichment  facilities, 
rapidly  increased  the  demand  for  ura- 
nium. The  market  price  quadrupled 
to  $28.50.  Westinghouse  has  only  15 
million  pounds  of  uranium  on  hand. 
To  meet  its  contract  obligations  it 
will  have  to  buy  some  65  million 
pounds. 

To  buy  the  uranium  it  needs,  ana- 
lyst McCoy  says  Westinghouse  may 
have  to  pay  an  average  price  of  as 
much  as  $35  a  pound.  The  utilities 
will  pay  Westinghouse  an  average  of 
$10  a  pound,  which  means  the  com- 
pany has  a  potential  loss  of  at  least 
$2.5  billion  (see  table,  p.  30).  If 
those  contracts  came  due  today,  the 
company's  entire  equity  capital  would 
be  wiped  out.  (GE  also  sold  uranium, 
but  didn't  take  as  many  orders.  For 
its  six  contracts  it  is  short  only  10 
million  pounds. )  When  the  news 
broke,  Westinghouse  stock  collapsed. 
After  dropping  as  low  as  8  last  year, 
it  rallied  all  the  way  back  to  20  this 
spring;  the  uranium  news  sent  it 
plunging  40%.  Is  the  situation  as  bad 
as  the  market  seems  to  think?  Proba- 
bly not.  Here's  why: 

To  begin  with,  the  real  crisis  is  in 
the  future  when  Westinghouse's  cur- 
rent stockpile  is  exhausted.  Kirby  still 
has  time.  First  off,  he  hopes  to  find 
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Except  for  broadcasting,  every 
one  of  Westinghouse's  operating 
groups  has  shown  wildly  fluc- 
tuating pretax  earnings.  And 
broadcasting  has  been  flat. 
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more  uranium.  He  has  put  together 
one  of  the  biggest  mining  staffs  in 
the  business  and  is  digging  for  urani- 
um in  Colorado,  Texas,  South  Dakota 
and  Alaska.  The  company  has  also 
formed  a  joint  venture  with  the  Bur- 
lington Northern  Railroad  to  search 
for  uranium  in  Montana,  Wyoming, 
Idaho,  Washington,  Oregon,  Wiscon- 
sin, North  Dakota  and  Minnesota.  In 
addition,  the  company  is  trying  to  get 
r  exploration  rights  in  various  foreign 
countries,  most  notably  in  Algeria  and 
Zaire. 

Given  the  realities  of  our  legal  sys- 
tem moreover,  it  is  inconceivable  that 
Westinghouse's  ultimate  liability  could 
even  approach  the  theoretical  maxi- 
mum. Under  the  U.S.  Uniform  Com- 
mercial Code,  which  has  been  enact- 
ed in  49  states,  a  company  is  "legally 
excused"  from  a  contract  if  1)  neither 
party  could  have  foreseen  dramatic 
price  increases  and,  2)  if  fulfilling 
the  contract  would  be  such  a  burden 
as  to  be  "commercially  impracticable 
from  a  legal  viewpoint."  Following 
the  procedures  of  the  code,  Westing- 
house announced  in  September  that 
it  would  stop  supplying  utilities  with 
uranium  in  1978.  Thereupon  16  utili- 
ties took  Westinghouse  to  court;  oth- 
ers are  expected  to  do  the  same.  The 
utilities  want  the  courts  to  force  West- 
inghouse to  honor  its  original  con- 
tracts and  are  also  seeking  damages, 
which  so  far  total  $300  million. 

Confrontation 

Why  did  Westinghouse  force1  a 
showdown?  "How  could  we  live  with 
that  thing  hanging  over  us  for  the  next 
ten  to  15  years?"  replies  Kirby.  "WV 
had  to  bring  it  to  a  head  in  a  hurry." 
And  that's  all  he  will  say  about  ura- 
nium. Analysts,  however,  say  West- 
inghouse is  using  this  legal  tactic  as  a 
way  to  renegotiate  the  contract  price. 
Most  analysts  say  privately  that  the 
case  will  be  settled  on  the  courthouse 
steps.  Westinghouse  still  stands  a 
good  chance  of  losing  a  lot  of  mane) 
on  uranium  over  the  next  decade.  Hut 
there  is  no  chance  of  it  being  wiped 
out  or  anything  like  it. 

The  Westinghouse  that  Kirby  took 
over  from  Donald  Burnham  looked  to 
be  in  rough  shape.  Because  <>l  write 
ofls,  the  company  earned  only  31 
cents  a  share  last  year;  write  oils  are 
still  penalizing  results  this  ye ai 

Underneath,  however,  the  situation 

was  better  than  it  looked  on   the  BUI 
face.    During  his    IH'i-year  reign,    Don 
Burnham  thoroughly  reorganized  the 
company,  which,  under  his  predei 
sors,  had  outgrown  its  rather  simple, 
engineer-oriented  organization.  Hum 

ham's  reorganization  did  not  sol\e  all 
of  Westinghouse's  profit  problems,  but 
it  did  make  it  possible  loi   the  compa 
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Buick  &  Company 


HJICK  CENTURY.  These  days,  it  takes  some*  pretty  good 
ost  accounting  to  succeed  in  business. 

There's  no  room  for  mistakes  or  frills.  You've  got  to  make 
very  penny  count.  Whether  you're  buying  paper  clips, 
r  company  cars. 

So  what  are  we  doing  trying  to  talk  a  shrewd  cost  conscious 
uy  like  you  into  buying  a  fleet  full  of  cars  that  have  always  been 
ssociated  with  things  like  luxury  and  comfort? 

Well,  if  you'll  read  on,  we  think  you'll  find  that  we're  making  a 
t  of  sense. 

With  a  fleet  of  Buick  Centurys,  you  get  something  no  other 
merican  made'mid-size  can  offer  you. 

AV-6.A0u/c7rV-6,atthat. 
An  engine  that's  gutsy  like  a 
V-8,  but  practical  like  a  six. 

Besides  one  of  the  most 
innovative  engines  around, 


you  also  get  our  Buick  Efficiency  System.  Which  includes  our 
High-Energy  Ignition  System.  So  you  can  go  up  to  22,500  miles 
between  scheduled  spark  plug  changes.  And  you  can  wait  for- 
ever to  replace  points  and  ignition  condenser. 
Because  there  aren't  any. 

You  also  get  steel-belted  radial  tires.  For  long  tread  life.  And  a 
catalytic  converter  which  allows  tuning  the  engine  for  a 
combination  of  smooth  performance  and  efficient  fuel  usage. 

But,  when  all  is  said  and  done,  the  nice  part  is  that  all  that 
efficiency  comes  in  a  Buick.  Which,  for  image  and  prestige,  is  a 
pretty  nice  thing  to  have  your  company's  reoresentative  arrive  in. 

Interested?  We've  got  a  whole  nationwide  network  of  Fleet 
Service  Managers  ready  to  give  you  all  the  answers  you  need. On 
resale  value,  costs,  operation,  available  options,  service 
and  maintenance. 

Give  one  of  them  a  call.  Soon.  After  aH,  why  settle  for 
company  cars,  when  you  can  have  company  Buicks? 


&3  Dedicated  to  thefreeSpirit  in  just  about  everyone. 
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-94-1200 

H   (Lynn)  Wilson 
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R.  H.  (Ray)  Gepp 

5730GlenndgeDr 
P  O  Box  50218 
Atlanta.  Ga  30302 
(404)  256-1114 

R.T.  (Dick)  Cole 

Room  110. 

4019  Woodcock  Drive 

Jacksonville, 

Florida  32207 


T.J.  (Tom)  Molloy 

Suite  1407 
Frito-Lay  Building 
Exchange  Park  North 
Dallas,  Texas  75235 
(214)  688-5660 

R.  E.  (Bob)  Coletta 

P.  O  Box  11767, 
20  South  HanleyRd 
Clayton.  Mo  63105 


D.  E.  (Don)  Glenn 

Commerce  Plaza  1 
2021  Spring  Road 
Oak  Brook.  Ill  60521 
(312)654-6400 

R.C(Dick)  Ziebarth 

20102  Center 
Ridge  Road 
Cleveland.  Ohio  44116 
(216)  265-5067 


A.  E.  (Arnold)  Warger 

6735  Telegraph  Rd 
Birmingham. 
Michigan  48010 
(313)  642-2883 

L.  E.  (Lyle)  Pennington 

Suite  408, 

7600  Parklawn  Ave 

Edina,  Minn.  55435 

(612)830-4121 


W.J.  (Bill)  Brewer 

1800  Trousdale  Drive 
Burlingame, 
California  94010 
(415)  697-1330 

J.  B.  (Jack)  Henderson 

2625  Townsgate  Rd 
Box  5003 
Westlake  Village, 
Calif  91359 
r«n=;i  aa^-n/iKR 


Hamilton  Test  Systems' 
Autosense®  is  the  world's 
most  sophisticated  com- 
puterized diagnostic  unit 
for  automotive  engine 
analysis. 


High-powered  lasers, 
under  experimental  devel- 
opment by  Hamilton 
Standard,  provide  unusual 
precision  and  control- 
lability in  the  construction 
of  car  bodies. 


Our  Essex  subsidiary  is 
the  nation's  leading  inde- 
pendent producer  of  electri- 
cal assemblies  for  the 
automotive  market. 


It  took  a  lot 

of  technology 

to  change  a 

name  like 

United  Aircraft 

As  a  multi-market  company,  one  of  our 

markets  is  automotive.  Which  is  one  of  the 

reasons  our  old  name  no  longer  fits. 


The  name  our  company  has  borne 
since  1934  is  hardly  descriptive  of 
the  activities  in  which  we  are  now 
engaged. 

While  our  traditional  aircraft  and 
aerospace  businesses  continue  to 
grow,  we've  tapped  the  vast  tech- 
nology bank  that's  evolved  from 
these  operations  to  enlarge  the 
company's  business  base  in  indus- 
trial and  commercial  fields. 

Through  the  selective  exercise  of 
our  abilities  and  skills  over  a  wide 
spectrum  of  high  technologies,  we're 
now  a  multi-market  corporation. 
But  one  with  the  same  solid, 
dependable  virtues.  A  corporation 


with  1974  sales  in  excess  of  $3.3 
billion,  substantial  financial 
strengths,  a  39-year  record  of 
consecutive  dividend  payments,  a 
truly  international  business  with 
representation  in  some  120  coun- 
tries of  the  world. 

We're  also  a  corporation  with  a 
promising  future.  Because  when  all 
those  technologies  are  United, 
there's  no  limit  to  our  powers  of 
invention.  United  Technologies 
Corporation,  Hartford,  Conn.  06101. 


1974 

1964 

Total  Sales 

$3,321,106,000 

$1,235,918,000 

Net  Income 

$104,705,000 

$29,084,000 

Business 
Backlog 

$3,577,000,000 

$1,200,000,000 

UNITED 
TECHNOLOGIES 


Ve'll  always  be  a  major 
brce  in  flight — both 
ilitary  and  commercial, 
ur  Pratt  &  Whitney 
ircraft  engines  power 
rcraft  for  188  a  irlines 
und  the  world. 


Westinghouse  pared  down  to  8,000 
products,  from  trains  to  turbines 
to  lamps.  This  is  diverse  enough.  Who 
needs  record  clubs  or  appliances? 


Westingh 

ouse's  Uranium 

Scoreboard 

Year 

WX    contracted 

to    supply  utilities 

this   much  uranium 

at  about  $10 

per  pound. 

(million   pounds) 

But  with   uranium 

prices   rising, 

WX  will   spend 

this   much   more 

than  $10  to  get 

each    pound. 

And  WX  will  suffer 
horrendous    losses 
well  into  the   1990s. 
[millions] 

1978 

7.0 

$24.00 

$168.0 

1979 

9.2 

26.50 

243.8 

1980 

10.0 

29.00 

290.0 

1981 

6.2 

31.73 

196.7 

1982 

4.6 

34.65 

159.4 

1983 

5.2 

37.78 

196.5 

1984 

5.1 

41.12 

209.7 

1985 

4.8 

44.70 

214.6 

1986 

2.8 

48.53 

135.9 

1987 

2.5 

52.63 

131.6 

1988 

2.2 

57.01 

125.4 

1989 

1.7 

61.70 

104.9 

1990 

1.7 

66.72 

113.4 

1991 

1.2 

72.09 

86.5 

1992 

0.9 

77.84 

70.1 

1993 

0.4 

83.98 

33.6 

1994 

0.1 

90.56 

9.1 

Total 

65.6 

2,489.2 

Sources:  Atomic 

Energy  Forum,  Nuclear  Exc 

iange  Corp 

ny  to  grow.  Burnham  got  Westing- 
house  off  the  plateau  where  it  had 
been  sitting  for  years.  Over  the  past 
decade  its  sales  have  grown  consider- 
ably faster  than  General  Electric's. 

Following  GE's  example,  the  com- 
pany is  now  organized  into  three  mar- 
ket-oriented groups  (Public  Systems, 
Power  Systems  and  Industry  Prod- 
ucts). The  number  of  divisions  has 
rbeen  trimmed  from  144  to  a  more 
manageable  37  business  units.  Says 
Kirby:  "I  can  remember  reviewing  the 
144  divisions.  About  halfway  through 
I  forgot  even  the  name  of  the  first  one 
I  saw,  much  less  how  well  they  did." 

During  the  later  stages  of  the  re- 
organization, Kirby,  Bumham's  hand- 
picked  successor,  played  a  leading 
role.  A  fundamental  change  was  made 
in  Westinghouse's  management  bo- 
nuses. Now,  as  at  GE,  bonuses  are 
tied  to  a  "mission"  that  is  assigned  to 
each  division.  This  mission  might  be 
increasing  profits  20%,  or  in  some  cases 
actually  closing  an  operation  down,  or 
harvesting  it  for  cash.  "In  the  past,  the 
mission  of  our  144  divisions  was  to 
grow  10%  a  year  and  make  15%  re- 
turn on  investment,"  says  Gordon 
Hurlbert,  president  of  the  Power  Sys- 
tems groups:  "If  you  didn't  come  up 
with  a  plan  like  that,  we'd  fire  you 
and  come  up  with  someone  who 
could.  That  was  patendy  impossible. 
Some  fellows  should  have  been  mak- 
ing 20%,  30%,  40%  on  investment. 
Some  should  have  been  growing  at 
25%  or  30%.  Some  people  should  have 
been  liquidating  the  business,  because 
there  was  no  hope  for  them.  And 
your  bonus  depended  on  your  abso- 
lute return  on  investment.  So  we  made 
liars  out  of  about  half  our  peo- 
ple and  ended  up  losing  control  of 
the  corporation,  in  my  judgment." 

Broadening  The  Lines 

The  new  business  unit  controllers 
must  now  submit  monthly  reports  to 
Kirby  on  how  they  think  operations 
are  being  run.  By  comparing  these 
reports  with  those  usually  received 
from  operations  managers,  Kirby 
hopes  to  avoid  any  more  surprises 
like  those  that  rocked  Westinghouse 
in  the  past. 

While  he  waits  for  the  expected 
tidal  wave  of  utility  orders,  Kirby  is 
counting  heavily  on  Westinghouse's 
Industry  Products  group.  This  group, 
accounting  for  about  38%  of  the  com- 
pany's sales,  contributes  most  of  its 
profits.  Last  year,  when  the  utility 
group  earned  $18.5  million  pretax, 
industry  products  earned  $158  mil- 
lion. This  year  it  will  net  about  $180 
million— the  lion's  share  of  the  com- 
pany's total  earnings  (sec  chart,  />. 
26).  It  makes  such  things  U  lamps, 
circuit    breakers,    electrical    distribu 
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Get  the  Great  Rates 
of  Budget!  m  „_ 

rnmnorA  f^:  49B    per  day 

^*Ol  I  ipdl  ©  Wt>^  ^^H    Chevette,  Vega  or  similar 

rates  With  ■     H  No  Mileage 

Hertz!  ■     ■Charge! 


Rent  an  economical  Chevette,  Vega  or 
similar  car  from  Budget  for  less  than 
Hertz  charges  for  a  comparable  car.* 


V 


99 


per  day 
140  a  mile 


Grand  Prix 
or  similar 


Compare 
value  with 
Hertz! 


Step  up  to  a  roomy  Pontiac  Grand  Prix 

from  Budget  for  less  than 

Hertz  charges  for  a  compact  car!* 


•Source:  Wall  Street  Journal,  November  6,1975. 


Get  Jhe  Great  Rates  where  you're  going! 

These  are  only  some  of  The  Great  Pates  available 
right  now  at  most  Budget  airport  locations.  Compare 
The  Great  Rates  of  Budget  with  Hertz  on  all  size  cars. 
To  learn  the  savings,  check  the  Budget  counter  when 
you  land  or  call  ahead  for  the  Great  Rate  at  your 
destination. 


For  reservations  call: 


800-228-9650 


Budget 

rentacar  ¥A1 


ATransamerica  Company 


All  rates  shown  non-discountable,  plus  gas. 


tion  equipment  and  motors.  Its  group 
president,  Douglas  Danforth,  53,  who 
started  working  27  years  ago  with 
General  Electric  in  Mexico  and  Bra- 
zil, plans  to  add  still  more  products. 
A  single  example:  Westinghouse  al- 
ready produces  a  total  of  13  million 
motors  annually.  Yet  Danforth  is  now 
spending  some  $20  million  on  a  fa- 
cility that  will  make  a  new  type  of 
heavy  motor  for  the  mining  indus- 
try. Demand  for  these  motors,  used 
on  underground  mining  machines,  is 
growing  because  of  increased  coal 
mining.  This  is  a  relatively  new  mar- 
ket for  Westinghouse,  and  so  far  its 
only  main  competitor  is  GE. 

The  most  unusual  operation  Dan- 
forth runs  is  the  services  division.  Un- 
til a  few  years  ago  the  operation  was 
used  only  to  service  Westinghouse 
equipment,  a  pattern  followed  by  most 
manufacturers.  But  Westinghouse  re- 
alized it  could  make  much  more  mon- 
ey if  it  offered  a  broad  line  of  ser- 
vices to  companies  that  did  not  want 
to  hire  their  own  staffs.  In  this  con- 
nection, Danforth  is  investing  any- 
where from  $6  million  to  $10  mil- 
lion to  build  a  repair  and  distribution 
facility  in  Saudi  Arabia.  Already  West- 
inghouse   holds    contracts    to    repair 

Paging  Ralph  Nader! 

Lean,  six-foot  Robert  Kirby,  the  new 
chairman  of  Westinghouse  Electric 
Corp.,  has  a  sense  of  humor.  For 
example,  right  now  he  purports  to 
be  lying  in  wait  for  consumer  advo- 
cate Ralph  Nader.  One  of  Nader's  pet 
projects  is  preaching  about  what  he 
believes  are  the  dangers  of  nuclear 
power— radiation  fallout,  water  pollu- 
tion and  the  like.  Obviously,  Kirby 
disagrees  with  him.  Kirby  is  count- 
ing on  nuclear  power  to  make  a  lot 
of  money  for  Westinghouse  in  the 
future  (see  story). 

Smiling  a  bit,  Kirby  outlines  what 
he  has  planned:  "If  I  run  into  Nader 
on  a  speakers'  platform,  I'm 
going  to  ask  him  if  he's  ever 
been  in  a  nuclear  power  plant. 
If  he  says  yes,  then  I'll  ask 
him  if  he's  ever  been  in  a  con- 
tainment vessel  [where  the 
uranium  rods  are  kept]  when 
it  was  operating.  I'll  say,  'Well 
I  was!'  I  can't  wait  to  see  the 
shock  on  his  face." 

Kirby's  interests  are  as  broad 
as  his  sense  of  humor.  At  six 
in  the  morning  he  is  often 
seated  before  a  large  Ham- 
mond organ  playing  the  kind 
of  jazz  his  friend  Lionel 
Hampton  is  known  for.  And 
if  he  happens  to  be  at  the 
Coral  Springs  Country  Club  in 
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and  service  such  things  as  Aramco's 
drilling  rigs  and  refining  equipment. 
The  weakest  group  in  Westing- 
house is  Public  Systems,  which  last 
year  lost  $16  million  on  sales  of  $1.4 
billion.  This  year  it  is  expected  to 
earn  around  $5  million  pretax  on 
sales  of  about  $1.35  billion,  mostly 
because  its  big  money-losing  opera- 
tions (mail  order,  French  elevators, 
low-income  housing)  have  been  sold. 
What  is  left  of  this  group  depends 
on  such  things  as  defense  business, 
domestic  elevators  and  mass  rapid 
transit. 

Nuclear  King 

Under  the  new  organization  the 
company's  group  of  five  television  and 
seven  radio  stations  operate  as  a  sep- 
arate unit.  With  pretax  margins  of 
around  28%,  it  is  the  company's  most 
profitable  operation.  However,  earn- 
ings have  been  flat  for  some  years, 
and  now  such  things  as  its  Washing- 
ton, D.C.  news  staff  are  being  cut. 
In  1976  pretax  profits  are  expected 
to  be  up  14%,  to  around  $40  million. 

The  third  group,  Power  Systems, 
is  ready  and  waiting  for  the  inevitable 
day  when  the  utilities  order  new 
generating  equipment.  Over  the  past 


several  years  Power  Systems  spent 
some  $600  million  expanding  and 
modernizing  its  facilities.  It  has  final- 
ly written  off  the  last  of  the  estimated 
$200  million  it  lost  on  building  turn- 
key nuclear  plants  under  old  con- 
tracts. Kirby  claims  he  will  not  have 
to  spend  another  cent  on  new  produc- 
tion facilities  for  at  least  the  next 
four  to  six  years.  Right  now  this 
spells  excess  capacity.  Tomorrow  it 
"may  well  spell  opportunity. 

In  the  nuclear  power  business 
Westinghouse  is  king.  Worldwide  it 
has  its  hands  on  111  plants,  giving  it 
40%  of  the  market,  vs.  35%  for  GE, 
12%  for  Combustion  Engineering  and 
11%  for  Babcock  &  Wilcox.  And  its 
market  share  is  likely  to  increase. 
Through  a  complicated  arrangement 
with  the  French  government,  GE  has 
been  shut  out  of  that  market.  The 
French  will  use  Westinghouse's  sys- 
tem for  all  their  new  nuclear  plants, 
for  which  the  company  will  receive  a 
royalty  fee  from  a  government-con- 
trolled firm.  Westinghouse  also  holds  a 
minority  interest  in  this  company. 

Kirby  is  also  gambling  that  some- 
time in  the  near  future  the  U.S.  Gov- 
ernment will  buy  perhaps  as  many  as 
four    of    its    floating    nuclear    power 


Coral  Springs,  Fla.,  which  Westing- 
house has  developed,  Kirby  is  likely 
to  "sit  in"  with  the  band  at  the  piano. 
Quite  often  Kirby  also  likes  to  play 
golf  with  friend  Arnold  Palmer.  Al- 
though he  is  a  low-handicap  golfer, 
Kirby  claims  he  is  "too  tall"  to  be  a 
pro.  Nevertheless,  he  does  take  his 
golf  game  seriously.  In  the  game 
room  of  his  sprawling  suburban  Pitts- 
burgh home,  he  has  a  machine  that 
permits  him  to  swing  a  real  club  at 
a  real  ball  while  a  computer  calcu- 
lates how  far  the  ball  went  and  in 
what  direction.  Kirby  even  has  a  TV 
camera    watching    him    and    a    video 


That's  not  Arnold  Palmer's  caddy;  it's  pal  Kirby. 


playback  unit,  so  he  can  see  how  well 
or  how  poorly  he  swings  a  club. 

Kirby  has  been  like  this  all  his 
life.  In  his  days  at  Pennsylvania  State 
University,  where  his  father  taught 
plant  pathology  and  he  studied  chem- 
ical engineering,  Kirby  had  a  13-piece 
jazz  band  and  played  varsity  tennis. 
These  interests  didn't  interfere  with 
his  studies,  however.  When  he  earned 
his  MBA  at  Harvard,  Kirby  graduated 
as  a  Baker  Scholar. 

Kirby    took    a    job    with    Westing- 
house's    then    infant    radar    operation 
in  1946,  after  spending  three  years  in 
the  Navy,  and  eventually  ended  up 
manager   of   the   division.    Be- 
fore he  became  chairman  ear- 
lier this  year,  Kirby  ran  West- 
inghouse's    largest    and    most 
profitable  division,  Industry  & 
Defense. 

Once  back   in    1963,   Kirby 

seriously  eonsideied  quitting 
Westinghouse  in  order  to  take 
a  job  as  president  d  a  small 
Company  on  the  West  ('oast 
Why  did  he  decide  to  stay  in- 
stead? The  company  was  in 
such   had   shape   then,   lie   sa\s. 

that    everybody    in    Westing 

house    thought    he   eonld    do    a 

better  job  ol  running  it:  "That 

was    when     I    first     thought     I 

had  a  chance." 
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Early  1900's  logging  In  Wisconsin. 


We  know  the  woods. 
But  you  have  to  handle  your  end  of  the  saw. 


BUSINESS  INSURANCE  IS  A  then  team  up  with  an  insurance 

PARTNERSHIP.  If  it's  going  to  work  company  that  knows  how  to  help 

the  way  it  ought  to  work,  both  partners  him  reach  that  goal, 

have  to  recognize  their  responsibilities,  if  you're  willing  to  work  with  us  in  an 

In  the  long  run,  the  only  way  for  all-out  effort  to  control  your  business 

a  business  to  keep  its  insurance  costs  insurance  losses  and  costs,  you're  half 

down  is  to  keep  its  losses  down.  way  out  of  the  woods.  Because  we're 

That  means  the  policyholder  must  have  the  people  who  know  business  insurance 

a  commitment  to  loss  prevention— and  like  nobody  else  in  the  business. 


Come  to  the  source 


Employers  Insurance  of  Wausau 

Wausau.  Wisconsin 


J?s."': 


I    m  COMrOm  iTfcNNfcCO 


The  largest  line  of  digging,  trenching  and 

excavating  equipment  comes  from  our  J  I  Case  division,  which 

also  includes  Davis  and  Drott  machinery. 

Case  makes  a  complete  line  of  farm  tractors,  too. 


Tenneco  Oil  provides  home  heating  oil  and 
gasoline  in  the  Southeast  and  along  the  Atlantic 
Seaboard.  And  to  help  meet  your  future  energy  needs,  we 
are  continuing  to  explore  for  oil  and  gas  worldwide. 


Crunchy,  crisp-roast  almonds,  premium-quality 
fresh  fruits  and  vegetables,  and  dates  come  to  your 
supermarket  under  our  Sun  Giant®  brand. 


Our  Walker  Manufacturing 

makes  automotive  lifting  devices  and 

filters  as  well  as  a  complete  line 

of  exhaust  systems. 


Our  Packaging  Cor 
ration  of  America  pr 
vides  solutions  to  jus 
about  any  packagin 
problem  you  can 
name.  Many  of  the 
products  you  usear 
shipped  in  our  corn 
gated  containers,  ai 
we  also  supply  carte 
molded  pulp  and  pc 
styrene  plastic 
packaging. 


Tenneco's  natural  gas  pipelines 

supply  the  cleanest  form  of  energy  to  utilities 

which  serve  customers  in  25  states 


Many  of  your  children's  favorite  toys  are 
made  of  plastics  produced  by  Tenneco  Chemicals. 
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Sun  Giant9  almonds,  Case  tractors, 
Walker  mufflers,  PCA  packages, 
Newport  News  ships. 

Their  family  name  is  Tenneco. 


Product  diversity  is  part  of  Tenneco's  plan 
for  growth.  You  may  know  our  products  by  a 
variety  of  names.  We  want  you  to  know  their 
family  name  isTenneco. 

sun  giant*.  Premium  quality  fresh  fruits  and 
vegetables,  almonds,  dates  and  raisins 
are  sold  under  our  Sun  Giant®  label  through 
supermarkets  by  our  agricultural  marketing 
company,  which  represents  3,000  indepen- 
dent growers  in  the  great  farming  valleys 
of  the  West. 

j  i  case.  Our  construction  and  agricultural 
machinery  division  also  includes  David 
Brown,  Davis  and  Drott.  The  product  line 
runs  the  gamut  from  small  tractors  for 
your  lawn  to  big  ones  to  help  grow  food  all 
around  the  world.  Case  construction 
equipment  digs  more  holes  than  any  other 
company  in  earth. 

walker.  Our  mufflers,  available  in  over 
1 50,000  garages  and  service  stations,  are 
on  one  out  of  every  four  cars  in  the  U.S. 
Walker  Manufacturing,  a  major  force  in 
exhaust  systems  both  here  and  abroad, 
is  also  in  the  forefront  of  research  on  auto 
emission  controls. 

PACKAGING  CORPORATION  OF  AMERICA.  We 

supply  packages  to  300  of  the  top  500  com- 
"panies  in  the  country,  as  well  as  thousands 


of  smaller  manufacturers.  So  chances  are, 
there's  a  Tenneco  package  in  your  pantry. 

Newport  news  shipbuilding.  At  the  nation's 
largest  privately-owned  shipyard,  we  build 
and  repair  great  ships  for  our  import-export 
needs  and  for  the  nation's  defense. 

tenneco  oil.  In  the  South  and  the  Southeast- 
ern United  States,  we're  a  retail  marketer  of 
gasoline.  We  also  sell  gasoline  and  home 
heating  oil  through  distributors  on  the  east- 
ern seaboard  and  in  the  Northeastern  U.S. 

tenneco  natural  gas.  If  you  live  in  the  Middle 
West  or  Northeast,  some  of  the  natural 
gas  you  use  probably  reaches  you  through 
our  1 5,737-mile  pipeline  system,  one  of  the 
longest  in  the  country. 

tenneco  chemicals.  We're  the  largest  sup- 
plier of  plastics  to  the  phonograph  record 
industry  and  for  many  other  consumer 
products.  We're  also  a  leading  supplier  of 
urethane  foam  for  furniture  and  fashions 
and  of  colorants  for  paints  and  plastics. 

Providing  for  your  needs  today,  and  in  the 
future.  That's  Tenneco,  the  family  name 
of  fine  companies. 

Tenneco  Inc.,  Houston,  Texas  77001 . 


Tenneco 


Who  said  business  partners 
don't  come  cheap? 

OMRON  88M-  HereToday ! 


The  Businessman's 
Business  FVtner 

At  last  a  calculator  for 
the  everyday  business- 
man that  solves  his  prob- 
lem and  doesn't  concern 
itself  with  fancy  func- 
tions like  sines  and 
cosines.  The  OMRON 
88M  was  designed  for 
the  businessman. 

It  Even  Looks  Different 

Most  calculators  are 
usually  simple  in  design 
and  seem  to  have  the  keys 
placed  anywhere  they 
will  fit.  In  styling  alone, 
the  OMRON  88M  is  dif- 
ferent. Its  case  is  sleek 
and  contoured  with  the 
center  narrower  than  the 
ends  for  easy  hand  opera- 
tion. Its  color  coded  key- 
board is  designed  with 
well  spaced  keys  that  are 
positioned  intelligently 
for  easy  operation,  and 
make  entries  almost 
error  free.  For  desktop 
use  there  are  large  rub- 
ber feet  to  hold  the  cal 
culator  in  position  on 
your  desk. 

The  88M  is  so  different 
that  you  have  to  hold  it 


S'xoK'x^" 


All  for  only 
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Orders  received  by  December  15 
will  be  shipped  in  time  for  Christ  • 
mas. 


to  appreciate  its  ad- 
vanced design  and  fea- 
tures. In  fact  the  88M  is 
so  stylish  and  functional 
that  you  will  want  to  take 
it  out  and  use  it  in  front 
of  your  associates  just  to 
show  them  you've  got  a 
calculator  that  is  ahead 
of  its  time. 

Omron  Quality 
and  Reliability 

Omron  is  one  of  the 
world's  largest  calculator 
manufacturers.  They 

also  make  one  of  the 
highest  quality  calcula- 
tors sold  today.  In  fact 
Omron  calculators  are 
made  so  well  that  they 
are  UNCONDITION 
ALLY  GUARANTEED 
for  one  year  AGAINST 
ANYTHING. 

lODayTnal 

If  you  don't  own  a  calcu- 
lator, or  you  are  thinking 
of  a  replacement  for  your 
present  one,  or  even  as  a 
gift  for  a  friend,  you  owe 
it  to  yourself  to  take 
advantage  of  our  10  day 
trial  so  you  can  see  first 
hand  what  a  well  de- 
signed quality  calculator 
is  like. 


Advanced  Business  Features 

Six  button  memory  system  with  M  +  ,  M  .  Memory  recall,  Memory  clear,  plus  an  automatic 
Memory  accumulation  switch.  A  feature  unique  to  memory  calculators  is  the  88M's  Memory 
demand  key  (MD).  Depressing  this  key  anytime  during  any  operation  displays  the  contents  of 
the  memory,  releasing  the  key  will  return  your  last  operation  to  the  display.  The  memory 
accumulation  switch  is  invaluable  when  calculating  invoice  or  portfolio  extensions,  rate 
extensions,  commissions,  etc.  A  percent  key  permits  easy  mark-up  and  discount  calculations. 
In  addition  to  floating  decimal,  there  is  a  preset  decimal  at  0  or  2  places  with  round-off. 
Additional  features:  bright  easy  to  read  8  digit  display,  approximate  results  to  16  digits  with 
overflow,  full  floating  decimal  point,  equipped  for  battery  or  A/C  operation  (with  optional 
adaptor),  extra  long  battery  life,  light  weight,  slimline  pocket  size,  automatic  constants, 
separate  clear  and  clear  entry  keys,  sign  change  key,  overflow  indicator,  square  roots,  and 
much  more. 


Accessories  include:  Batteries 
(2AA),  carry  strap,  instructions. 
Optional  A/C  adaptor.  .  .  $4.50 


Unconditional  ^irranty 

Omron  quality  is  so  high  that  they  unconditionally 
guarantee  your  calculator  for  a  period  of  one  year 
against  anything  (except  batteries  of  course).  If  your 
Omron  fails,  for  any  reason,  even  if  you  loose  your  grip 
while  skydiving,  just  return  the  pieces  to  Omron's 
service  center  for  an  immediate  repair  or  replacement 


WHEN  YOU  THINK 
CRLCULRTORS, 
THINK 


P.O.  Box  2188  Dept.  615 

Rockville,  Maryland 

20852 


AMERICAS  CALCULATOR 
COUNSELORS" 

MAIL  ORDERS  ACCEPTED 

Add  $2  00  for  shipping  and  handling 
Maryland  residents  remit  4%  sales  tax 
ORDER  NOW  BY  PHONE 

800-638-8280 

Maryland  residents  call  301  -3400200 

Our  Calculator  Counselors  are  on  duty  from 

9-9  Mon.Fri.  and  9-5  Sat.  EST 

MAJOR  CREDIT  CARDS  ACCEPTEI 
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plants.  Currently  Westinghouse  is 
planning  to  build  eight  of  them  us- 
ing production-line  cost-saving  tech- 
niques. The  idea  behind  these  plants 
is  that  they  can  be  floated  to  any 
waterfront  site  and  immediately 
plugged  in  and  their  power  sent  as 
far  as  500  miles  inland.  Public  Ser- 
vice of  New  Jersey  has  already  or- 
dered four  of  these  plants  and  Vice 
President  Nelson  Rockefeller's  pro- 
posed energy  policy  contains  provi- 
sions for  the  other  four.  If  the  U.S. 
Government  buys  them,  Westing- 
house  will  have  an  armlock  on  the 
business,  because  so  far  GE  has  no 
desire  to  build  "floaters." 

In  1974  Power  Systems  earned  only 
$18.5  million  pretax.  This  year  its 
profits  are  expected  to  be  up  to  $30 
million  and  next  year's  to  $70  million 
on  sales  of  $2.3  billion.  After  that? 
If  Kirby  is  right,  the  sky  is  the  limit. 
If  he  is  wrong,  Westinghouse  is  in 
trouble— but  so  is  the  U.S. 

Operation  Cleanup 

The  cleaning-up  operation  at  West- 
inghouse is  not  quite  finished.  Kirby 
admits  that  he  is  thinking  of  get- 
ting out  of  the  heavy  construction 
business,  and  Forbes  has  learned  that 
the  company's  7-Up  bottling  opera- 
tion in  Connecticut  is  up  for  sale. 
A  little  more  than  a  month  ago  one 
of  the  company's  best  known  "clean- 
up" men  was  put  in  charge  of  West- 
inghouse's  residential  air  conditioning 
division.  Some  analysts  also  believe 
it  is  likely  that  Westinghouse  will  get 
rid  of  its  depressed  color  television 
tube  manufacturing  operation,  its  Host 
Enterprises  hotel  operation  and  may- 
be even  its  Coral  Springs,  Fla.  land 
development  business.  But  these  are 
odds  and  ends,  none  of  them  the  big 
drains  that  appliances  once  were,  or 
housing. 

So,  Westinghouse  is  ready  and 
waiting  for  the  inevitable  surge  of 
power  plant  expansion.  It  is  waiting 
for  the  public  to  realize  that  the  na- 
tion cannot  get  by  without  massive 
use  of  nuclear  power.  The  company 
is  leaner  and  tighter  than  it  has  been 
in  decades,  and  its  finances  are  in' 
sound  shape  now.  (Cash  flow  this 
year  will  exceed  $250  million,  and 
funded  debt  amounts  to  only  about 
24%  of  total  capital.) 

The   big   question,    is,    of   course: 
When  will  the  utility  orders  start  poui 
ing  in?  Until  they  do,  Westinghouse  is 
unlikely  to  earn  a  more  than   medio 
ere  return  on  its  book  value  ol  about 
$23  a  share.  Hut  even  while  it  is  wail 
ing,  Westinghouse  will  he  well  in  the 
black   and  almost   ceitamlv    safe   From 
the  kind  of  surprises  that  have  proved 
so    costly     to     the     conipam     and     its 
Stockholders  in  the  recent  past.    ■ 
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"These  days,  you  could 
go  broke  if  you're  sued 
for  a  broken  leg!' 


Thomas  E.  Hays,  Independent  Insurance  Agent 
United  Agencies,  Inc.,  Los  Angeles/ Pasadena,  California 


Recently  there's  been  a  tremendous 
increase  in  the  size  of  verdicts  awarded  in  liability 
cases. 

This  means  your  liability  coverage  may 
no  longer  be  enough  to  properly  protect  you. 
And  if  you  were  sued,  you  might  have  to  pay  part 
of  a  verdict  yourself. 

Independent  insurance  agents  and 
brokers  are  insurance  professionals  who  are  especially 
qualified  to  reevaluate  your  coverage.  They 
represent  many  insurance  companies,  not  just  one. 
So  they  can  choose  coverages  from  many  insurance 
companies  and  can  objectively  recommend 
the  coverage  that  best  meets  your  individual  needs. 

Also  remember,  an  independent  agent  is 
a  man  who's  running  his  own  business.  And  doesn't 
it  make  sense  that  hell  do  more  to  make  sure  you 


get  the  best  coverage?  After  all,  witho  it  your 
business  he's  out  of  business. 

So  speak  to  an  independent  insurance 
agent  or  broker  in  your  community  and  make  sure 
you  have  the  insurance  you  need  to  keep  yourself 
fully  protected.  It  may  cost  you  a  little  more  now, 
but  it  could  save  you  a  lot  more  later. 

INDUSTRIAL  INDEMNITY 

one  of  the 

CRUM&FORSTER 


THE  POUCY  MAKERS. 


Wherever  in  the  worldyou 

do  business  a  station-to-station  call 

is  the  cheapest  way  to  get  there 


Station-to-station 

Person-to-person 

France 

Italy 

Germany 

$6.73 

$12.oo 

lapan 

Australia 

Philippines 

$9.00 

$12.oo 

United  Kingdom 

$5.40 

$9.60 

Station  rates  are  available  to  most  countries  of  the  Ratesquoted  are 

world.  And  to  some  countries  you  can  save  even  more  when  you  call 

station-to-station  on  nights  or  Sunday.  For  instance,  if  you  call  the 

United  Kingdom  nights  or  Sunday,  it's  only  $4.05.  Collect  calls  are  usually 

accepted  only  at  the  person-to-person  rate.  Telephone  Company  credit 

cards  are  honored  for  calls  from  the  U.S.  to  all  countries.  BgII  SystGm 


Raising 

The  Net 


Former  tennis  star 
Donald  Dell  is  back  in  the 
game— with  a  new  racket. 

"In  the  early  Sixties  I  was  ranked 
in  the  Top  Ten,"  says  former  tennis 
player  Donald  Dell.  "If  I  netted 
$2,000  from  under-the-table  pay- 
ments, I  was  doing  well.  My  younger 
brother  now  ranks  about  110  and 
makes  $35,000." 

But  don't  pity  Donald  Dell.  Though 
he  stopped  playing  games  years  ago, 
the  37-year-old  lawyer  is  still  in  ten- 
nis and  making  a  lot  more  than  his 
kid  brother.  The  tall,  boyish-faced 
Dell  and  his  18-man  staff  now  over- 
see about  $10  million  in  investments 
for  35  athletes  who  will  gross  over  $5 
million  this  year. 

Dell's  rise  from  brash  young  pover- 
ty lawyer  to  tennis'  biggest  agent  be- 
gan in  1968  (three  years  after  he 
stopped  playing)  when  he  became 
unpaid  captain  of  the  U.S.  Davis  Cup 
team.  The  team  won,  but  Dell  was  let 
go  after  demanding  that  players  share 
in  prize  money  and  endorsement  fees. 

He  didn't  leave  empty-handed;  he 
took  four  up-and-coming  players  with 
him— including  Arthur  Ashe,  who  will 
earn  about  $1  million  this  year.  Dell 
opened  the  floodgates  to  big-money 
tennis  by  insisting  that  his  players 
would  compete  only  for  sizable  first- 
place  money. 

Today  Dell  is  serving  aces  all 
around  the  $1.2-billion  tennis  game. 
Besides  legal  fees  and  percentage  con- 
tracts with  more  than  40  athletes,  the 
firm  of  Dell,  Craighill  Fentress  &  Ben- 
ton directs  five  tournaments,  includ- 
ing the  prestigious  Washington  Star 
International,  and  is  involved  with 
tennis  shops  and  resort  facilities  such 
as  Sea  Pines  Plantation  at  Hilton 
Head,  S.C.  and  the  Doral  Hotel  in 
Miami.  Dell -is  also  general  counsel  to 
the  Association  of  Tennis  Professionals 
(which  he  helped  found  in  1972),  a 
former  committee  member  of  the 
Grand  Prix  (the  sport's  major  tourna- 
ment circuit)  and  an  occasional  tennis 
commentator  on  public  television. 

"Sitting  on  the  Grand  Prix  commit- 
tee," says  Dell,  "we  [Dell  and  two 
other  ATP  officials]  were  able  to 
double  the  prize  money  in  two  years, 
from  $50,000  to  $100,000  a  tourna- 
ment. By  1976  or  1977,  it'll  be 
$200,000." 

All  this  commercialism  may  distress 
the  fans,   but  the   players   love   it.   ■ 


EAMEISTERS  BEAUTIFUL 
GERMAN  WINES. 

Everything  they're  crocked  up  to  be. 


The  Beamelster  Family  consists 

of  eleven  imported  vintage  wines. 

Ten  superb-tasting  whites.  And  one 

delicious  red.  We  import  our 

Beameister  Wines  in  crocks  to 

protect  them  from  heat  and  light 


and  to  maintain  their  distinctive 
and  subtle  flavor  variations. 

Try  one  of  Beameister's  German 
beauties  soon. 

You'll  find  they're  everything 
they're  crocked  up  to  be. 


Beameister  Light  Moselle  and  Rhine  Wines.  Brand  Imported  and  owned  by 
James  B.  Beam  Import  Corp.  New  York,  New  York 


We're  on  the 
Big  Board 

We're  pleased  to  announce 

that  our  common  stock  is  now  listed  on  the 

New  York  Stock  Exchange. Our  symbol... 


a 


PKD 


» 


Parker  Drilling  Company 

Parker  Building,  Third  and  Main,  Tulsa,  Oklahoma  74103 
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ROLLS-ROYCE  SILVER  SHADOW  SEDAN 


A  lesson  in  the  delicate  art  of  giving  someone  a  Rolls-Royce. 


Now  it  is  devilishly  easy  for  one  to 
give  a  Rolls-Royce  to  another.  Once 
again  this  Christmas  your  Rolls-Royce 
Dealer  is  offering  the  popular  Rolls- 
Royce  Gift  Certificate. 

This  handsome  document  of  fine  cal- 
ligraphy features  the  name  of  the  do- 
nor and  the  recipient  printed  tastefully 
in  hand-lettered  india  ink.  Surelv  there 


is  no  better  way  to  present  such  a  leg- 
endary gift. 

Moreover,  the  Rolls-Royce  Gift  Cer- 
tificate permits  the  recipient  to  make 
the  joyous  decision  of  body  color  and 
special  appointments.  And  it  is  the 
ideal  way  of  registering  the 
car  in  the  rightful  owner's 
name,  from  the  very  start. 


ROLLS 


ROYCE 


This  Christmas,  give  someone  you'll 
love  forever  the  motor  car  built  to  last 
a  lifetime.  Any  of  the  Rolls-Royce  Deal 
ers  listed  on  the  facing  page  will  help 
you  prepare  a  Certificate.  ( )r,  you  may 
write  to  Mr.  Lynn  Perkins,  Public  Re 
lations  and  Advertising  Manager,  Rolls- 
Royce  Motors  Inc.,  Dept.  S305M,  Box 
564,  Paramus,  N.J.  07652. 

019"  ya  Motors  Im  , 


ROLLS 


IRS 


ROYCE 


SEE  THE  NEW 
ROLLS-ROYCE 
AT  ANY  OF 
THESE  DEALERS. 


ALABAMA 

Birmingham/Doug  Willey  Pontiac  Inc. 

ARIZONA 

Scottsdale/Max  of  Switzerland 

ARKANSAS 

Sherwood  (near  Little  Rock) 
Russell  Chevrolet 

CALIFORNIA 

Beverly  Hills/Turnbull  &  Gamble  Inc. 
Costa  Mesa/Roy  Carver  Inc. 
Fresno/Fresno  Dodge/Rolls-Royce 
Pasadena/Peter  Satori  Co.,  Ltd. 
San  Francisco/British  Motor  Car 

Distributors,  Ltd. 
Sunnyvale/Mozart  Rolls-Royce 
Van  Nuys/Hamilton  Buick  Company 

COLORADO 

Denver/The  Kumpf  Motor  Car  Company 

CONNECTICUT 

E.  Hartford/Hoffman  Oldsmobile,  Inc. 
Greenwich/Imported  Cars  of  Greenwich,  Inc. 

FLORIDA 

Fort  Lauderdale/Taylor  Imported  Motors  Inc. 

Miami/C.  R.  Berry  Rolls-Royce,  Inc. 

St.  Petersburg/Scarritt  Motors,  Inc. 

West  Palm  Beach/Taylor  Imported  Motors  Inc. 

GEORGIA 

Atlanta/Mitchell  Motors,  Inc. 

HAWAII 

Honolulu/Universal  Motor  Co.,  Ltd. 

ILLINOIS 

Chicago/Loeber  Motors 

INDIANA 

Zionsville  (near  Indianapolis)/ 
Albers  Rolls-Royce 

KANSAS 

Overland  Park/Heshion  Motors  Incorporated 

LOUISIANA 

New  Orleans/Durham  Motors,  Inc. 

MARYLAND 

Bethesda/McNey  Motors  Inc. 
Glen  Burnie/Lee  Oldsmobile,  Inc. 

MASSACHUSETTS 

Boston/Foreign  Motors,  Inc. 
Natick/Foreign  Motors  West  Incorporated 

MICHIGAN 

Detroit/Falvey  Motor  Sales  Co. 
Troy/Falvey  Motors  of  Troy,  Inc. 

MINNESOTA 

Minnetonka/Sears  Imported  Autos,  Inc. 

MISSOURI 

St.  Louis/Charles  Schmitt  &  Co. 

NEVADA 

Reno/Modern  Classic  Motors 

NEW  JERSEY 

Montclair/lmported  Motor  Car  Co. 

NEW  YORK 

Glen  Cove/Rallye  Motors,  Inc. 
New  York/Park  Ward  Motors,  Inc. 
Palmyra/Palmyra  Motors  Inc. 

NORTH  CAROLINA 

High  Point/Transco,  Inc. 

OHIO 

Cincinnati/Williams  Ford  Sales,  Inc. 
Cleveland/Qua  Buick,  Inc. 
Columbus/Rolls-Royce  of  Columbus,  Inc. 

OKLAHOMA 

Tulsa/Siggi  Grimm  Motors,  Inc. 

OREGON 

Portland/British  Motor  Cars  of  Portland 

PENNSYLVANIA 

Philadelphia/Keenan  Motors,  Inc. 
Sewickley/Ascot  Imported  Cars,  Inc. 

RHODE  ISLAND 

Pawtucket/Steingold  Pontiac  Corp. 

TENNESSEE 

Memphis/Robertson  Motors,  Inc. 
Nashville/E.  Gray  Smith 

TEXAS 

Dallas/OverSeas  Motors  Corporation 
Fort  Worth /Overseas  Motors  Corporation 
Houston/Saim  Montgomery  Oldsmobile  Co 

UTAH 

Salt  Lake  City/Peck  &  Shaw  Fine  Cars,  Inc. 

VIRGINIA 

Richmond/Dominion  Rolls-Royce  Ltd. 

WASHINGTON 

Seattle/British  Motor  Cars  of  Seattle,  Inc. 

WISCONSIN 

Milwaukee/Uptown  Motors,  Inc. 
I 

Mr.  Lynn  Perkins 

Public  Relations  and  Advertising  Manager 

Rolls-Royce  Motors  Inc.,  Dept.  S305M 

Box  564,  Paramus,  N.J.  07652 

r~]   I  enclose  $50.00.  Please  send  me  a 

Rolls-Royce  Owner's  Manual. 
[-)   l  enclose  $5.00.  Please  send  me  the 

brochure  on  the  new  Rolls-Royces. 


Name. 


Address- 
City 


-State. 


-Zip- 


Financing  vs.  Subsidizing 


The  Export-Import  Bank  is  in  trouble.  The  real 
problem  stems  not  from  any  shaky  loans  it  has  made 
but  from  foreign  competition. 


If  you  believe  the  General  Account- 
ing Office— Uncle  Sam's  official  audi- 
tor—add the  Export-Import  Bank  to 
the  growing  list  of  tottering  financial 
institutions. 

A  new  GAO  study  worries  that  the 
Export-Import  Bank's  risk  exposure 
—now  $13  billion— has  nearly  doubled 
since  1970.  Income  during  the  same 
period— $80  million  in  fiscal  1975— 
is  off  27%.  And  Ex-Im  Bank's  loan 
portfolio,  filled  mainly  with  long-term 
loans  to  foreign  buyers  of  expensive 
U.S.  products  like  jet  airliners,  oil 
rigs  or  nuclear  reactors  is  growing 
more  than  twice  as  fast  as  its  cap- 
ital base. 

Mismanagement?  Overlending?  "Ri- 
diculous," fumes  soon-to-retire  Presi- 
dent William  Casey.  "Costs  were  up 
and  our  debt  ratio  increased  like  that 
of  99%  of  American  corporations,  but 
we're  a  government  agency  with  $2.6 
billion  in  reserves  and  no  experience 
of  loan  losses." 

Casey  has  a  point:  Ex-Im  Bank  has 
$400  million  more  capital  than  Bank 
of  America  with  a  loan  book  one- 
third  the  size.  So  his  bank  looks  se- 
cure—for now.  "Nobody  pays  any  at- 
tention to  GAO,"  says  Casey.  "They 
just  write  reports." 

However,  there  is  reason  to  worry 
about  the  bank's  long-term  viability. 
The  problem  isn't  inadequate  re- 
-serves  or  bad  credit  risks,  but  com- 
petition. In  the  past,  superior  technol- 
ogy allowed  the  U.S.  to  finance  ex- 
ports at  a  sure  profit.  Buyers  had  to 
take  our  goods.  But  no  longer.  For- 
eign countries  have  comparable  prod- 
ucts—and subsidized  financing.  To 
keep  our  products  competitive,  we 
may  have  to  forgo  the  luxury  of  mon- 
ey-making export  loans;  instead  of  fi- 
nancing, we  may  have  to  start  sub- 
sidizing exports. 

Ex-Im  Bank  got  its  start  in  the 
Thirties  to  back  trade  with  the  So- 
viet Union  when  no  private  lender 
would  get  involved.  Now,  though 
dealing  with  the  Soviets  is  a  no-no, 
the  bank  makes  up  to  20-year  loans 
to  U.S.  customers  in  over  100  coun- 
tries. In  1945  Congress  kicked  in  $1 
billion  in  capital.  Since  then,  divi- 
dends of  $980  million  have  flowed 
back  to  the  Treasury,  and  Ex-Im  Bank 
has  added  $1.6  billion  to  its  own 
reserves. 

Mostly  those  profits  came  because 
foreigners  didn't  quibble  over  financ- 


ing. But  today  the  cost  of  a  loan 
can  often  make  or  break  the  sale. 

Consider:  U.S.  exclusivity  on  air- 
liners has  ended;  Boeing  just  lost  a 
major  South  African  order  to  a  new 
French-made  airbus.  In  1960  Ameri- 
can firms  sold  over  90%  of  world  oil 
production  equipment;  today— with 
the  Norwegians  and  Japanese  in  the 
business— our  share  is  40%.  The  same 
goes  for  machine  tools  and  automo- 
tive equipment.  Who's  building  plants 
these  days  for  the  Russians?  Fiat. 
Even  Ex-Im  Bank's  best  customer- 
Caterpillar  Tractor— now  faces  stiff 
overseas  competition  from  Komatsu, 
a  Japanese  firm. 

What's  more,  only  the  U.S.  expects 
its  export  financing  to  make  mon- 
ey. In  Britain,  commercial  banks  make 
export  loans  at  a  flat  8%  and  the  gov- 
ernment makes  up  the  difference  be- 
tween that  and  the  market  rate  (now 
13%).  Elsewhere,  countries  achieve 
the  same  end  by  backing  export  loans 
with  government  paper  sold  at  a  dis- 
count. That  lets  the  French  offer  terms 
as  low  as  6.3%,  the  Japanese,  6%. 

The  squeeze  that  GAO  highlighted 
came  about  because  the  competitive 
product  crunch  hit  just  when  inter- 
est costs  were  also  rising.  The  bank 
was  a  net  short-term  borrower  at  8% 
last  year. 

Counterpunch 

Casey  sees  the  dilemma,  and  has 
honed  a  two-pronged  strategy.  He  is 
raising  rates— to  a  maximum  of  9.5% 
—on  U.S.  goods  that  have  near  ex- 
clusivity (nuclear  reactors,  for  exam- 
ple). The  bank  then  uses  that  fat  to 
cover  loss-leaders  at  6%,  if  sales  would 
be  lost  at  a  higher  interest  rate.  Also, 
Ex-Im  Bank  is  negotiating  with  other 
countries  to  set  interest  floors  for  ex- 
port financing.  A  recent  "gentlemen's 
agreement"  with  Britain,  France,  Ger- 
many, Italy  and  Japan  to  keep  most 
rates  above  7.5%  is  a  step  in  that 
direction. 

"We  can't  continue  to  function  on 
a  self-sustaining  basis  and  match  rates 
with  institutions  that  are  subsidized 
every  year,"  Casey  admits.  "Someday 
Congress  is  going  to  have  to  decide 
whether  to  increase  our  capital  or 
make  appropriations  the  way  other 
countries  do." 

GAO  spotted  the  symptom,  not  the 
disease.  The  cure  is  up  to  Congress 
—and  American  business.   ■ 
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With  A  (Mischievous)  Twinkle 


At  72,  Bernie  McDonough 
still  wants  to  make  money 
and  mischief.  Vindictiveness 
and  relentlessness 
are  his  trademark. 

"Our  Irish  doctor  gives  a  wonderful 
prescription— lie  down,  rest  and  sip 
champagne,"  says  Alma  McDonough. 
The  prescription  is  not  for  her  72- 
year-old  husband  Bernard  Patrick 
McDonough,  the  richest  man  (net 
worth  $55  million)  in  Parkers  burg, 
W.Va.  It's  for  the  people  around 
him,  who  McDonough  keeps  driving 
right  up  the  nearest  wall.  He's  a 
rough  man  to  deal  with. 

Maybe  it  was  because  after  his 
mother  died,  his  father,  a  railroad 
worker,  drank  too  much,  rarely  saw 
him  and  never  brought  home  any 
money.  Or  because  as  a  youth  he  had 
to  work  in  a  hot,  dirty  forge  for  15 
cents  an  hour  at  the  local  shovel  fac- 
tory (which  he  now  owns).  Or  be- 
cause he  got  so  tired  working  his  way 
through  Georgetown  Law  School  that 
he  got  fired  as  a  night  watchman  for 
sleeping  on  the  job  and  had  to  become 
a  cabdriver. 

Whatever  the  reason,  there  is  no 
doubt  that  McDonough  is  one  of  those 
fellows  who  is  always  a  little  bit  angry, 
but  isn't  sure  just  why.  If  you  work 
for  him,  he  keeps  sticking  you  with 
verbal  needles,  nervously  checking  up 
on  you  and  testing  you. 

As  for  McDonough,  he  points  to 
the  25  consecutive  quarters  of  in- 
creased earnings  at  his  diversified  Mc- 
Donough Co.  and  keeps  right  on  nee- 
dling his  employees. 

"He  lays  traps  for  you,"  admits  Mc- 
Donough Co.'s  43-year-old  Douglas 
E.  Cochran,  a  smiling  "you-all"  Vir- 
ginian who  became  the  company's 
chief  executive  a  year  ago.  "He  knows 
the  answers  to  some  of  the  questions 
he  asks,  and  he  just  wants  to  see  if  you 
tell  the  truth."  He  adds,  "I  almost 
quit  a  month  after  I  became  presi- 
dent. It  was  over  whether  I  should 
have  used  the  word  we  or  7.  Maybe 
it  was  good  for  both  of  us.  He  learned 
that  I  couldn't  run  the  business  with 
someone  looking  over  my  shoulder  and 
second-guessing  me.  I  learned  that 
everyone  in  the  McDonough  compa- 
ny tells  Mr.  McDonough  exactly  what 
they  mean." 

Harold  P.  McGowan,  head  of  the 
big  (65%  of  sales  and  45%  of  profits) 
Endicott  Johnson  shoe  subsidiary,  re- 
calls getting  the  needle,  too.  McGowan 
had  quit  in  1969,  on  the  verge  of  a 


McDonough  takeover.  Sud- 
denly his  phone  rang  and  a 
voice  boomed:  "I'm  McDon- 
ough. I  hear  you're  afraid  of 
me.  They  say  my  buying  some 
stock  drove  you  out  of  the 
company."  Nobody  had  ever 
called  McGowan  chicken  be- 
fore. Within  two  weeks,  he 
went  back  as  president,  fired 
thousands  and  began  institut- 
ing the  changes  that  have  en- 
abled the  shoe  company  to  in- 
crease earnings  over  the  last 
seven  years. 

Fully  realizing  he's  a  hard  man, 
McDonough  says:  "I  don't  see  the 
boys  as  often  now,  and  when  I  do 
come,  they're  glad  to  see  me  leave." 
While  he's  proud  of  "his  boys,"  he  ad- 
mits that  he  likes  to  shake  them  up  to 
keep  them  alert.  Says  Doug  Cochran: 
"Mr.  McDonough  is  never  satisfied 
with  less  than  perfection,  and  some- 
times perfection  is  not  good  enough." 

Kidding  you  with  a  brogue,  though 
he  was  born  72  years  ago  in  Texas, 
McDonough  likes  to  pose  as  a  well- 
rounded,  charitable  Irishman  who 
just  happened  to  get  rich.  He  boasts 
of  his  $1 -million  gift  to  Georgetown 
University.  He  describes  his  great 
Irish  castle  and  his  two  Irish  hotels— 
which  he  visits  regularly.  He  talks  pol- 
itics. Lately,  he's  interested  in  Ronald 
Reagan,  though  he  tells  you  how  his 
cousin  provided  John  Kennedy  with 
the  crucial  aid  to  win  the  pivotal  West 
Virginia  primary  in  1960. 

But  his  beautiful  wife,  Alma,  is  not 
fooled.  "All  Bernard  ever  thinks  about 
is  business,  and  he's  happiest  when  he's 
making  money."  She  adds,  "At  first  I 
thought  he  should  slow  down  when 
he  turned  65,  now  I  know  its  better 
for  him  if  he  doesn't.  He's  100%  work. 
All  the  talk  about  family,  religion, 
charity,  is,  as  Bernie  always  says  about 
things,  'something  for  the  birds.' ' 

McDonough  conducts  his  business 
in  a  personal  way.  Profit  is  not  always 
his  first  motive.  About  three  years  ago 
he  quietly  bought  on  the  open  mar- 
ket more  than  200,000  shares  of  USM 


Bernie  McDonough  owns  Ireland's 
Dromoland  Castle,  his  pride  and  joy. 

Corp.  Revealing  himself  as  the  pur- 
chaser to  the  worried  management, 
McDonough  made  an  appointment  to 
call  on  USM  Chairman  William  Brew- 
ster, a  rather  stiff-necked  Mayflower 
descendant,  very  much  to  the  manner 
born.  As  McDonough  tells  it,  the  two 
had  a  pleasant  chat  that  lasted  until 
shortly  before  noon.  Then  Brewster 
blew  it.  "Take  that  man  to  lunch," 
Brewster  ordered  a  subordinate- 
again  as  McDonough  recalls  it. 

"Imagine!"  McDonough  fumes.  "It 
was  beneath  his  dignity  to  take  me  to 
lunch  himself.  The  insolence!"  A  man 
who  remembers  growing  up  wearing 
trousers  so  threadbare  that  "part  of 
my  backside  showed"  doesn't  forget 
the  smallest  slight,  let  alone  a  snub. 

Bernie  McDonough  has  since  tend- 
ered all  but  a  few  thousand  of  his 
shares  to  Emhart  Corp.,  which  last 
month  won  a  fight  to  buy  control  of 
USM.  However,  he  isn't  letting  up  on 
William  Brewster.  McDonough  has 
hired  Boston's  Palmer  &  Dodge  law 
firm,  with  consulting  assistance  from 
Edward  Bennett  Williams,  to  sue  the 
officers  and  directors  of  USM  to  re- 
cover all  the  money  spent  by  USM  in 
their  unsuccessful  tender  fight. 

"I  can  make  more  money  othei 
ways,"  McDonough  says,  referring  to 
the  lawsuit,  "but  I'll  have  more  fun 
messing  those  guys  up."  He  adds 
"Did  you  ever  want  to  knock  some 
pompous  guy  on  his  ass?"  The  Y.mk< 
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Now,  a  whole  new  set  of  rates  from  Hertz ! 

Hertz 
Super  Saver 

Rates! 


"Now  pick  the  Hertz  car 
you  want  at  the  Super  Saver  Rate  that 
can  save  you  the  most  money!" 


Hertz  Super  Saver  Rates 


PintOS  or  similar  class  car. 


Mavericks 

or  similar  class  car. 


Monarchs  or  similar 

Granadas  class  car 


13 


*/*>  any  day  plus  gas. 


No  charge 
for  mileage! 


14 


95 

a  day 
plus  15* 
a  mile 
and  gas. 


16 


95 

a  day 
plus  17* 
a  mile 
and  gas. 


Call  800-654-3131  or  your  travel  agent. 

These  rates  are  non-discountable.  Cars  rented  at  the  $13.95  Super 
Saver  Rate  must  be  returned  to  the  renting  location.  These  rates  are  not 
available  at  all  locations.  One-way  rentals  of  larger  class  cars  are  avail- 
able without  drop-off  charge  between  major  cities.  Check  Hertz  for  details. 

The  Superstar  in  rent-a-car. 


I*M€HT, 


HERTZ  RENTS  FORDS  AND  OTHER  FINE  CARS 


oriented  board  of  First  National  Bank 
of  Boston,  USM's  bank,  is  also  on  Mc- 
Donough's  list.  He  now  claims  to  be 
one  of  its  largest  stockholders  and  he 
demanded— and  got— its  shareholder 
list.  He's  angry  that  the  bank  was 
too  enthusiastic  in  supporting  USM 
management,  and  that  William  Brew- 
ster sits  on  the  bank's  board. 

While  accusing  the  USM  Yankees 
of  foul  play,  McDonough  has  been 
playing  dirty  himself.  He  has  personal- 
ly urged  journalists  to  attack  USM. 
While  he  has  the  writers  on  the 
phone,  he  sometimes  offers  all-ex- 
pense-paid trips  to  Ireland,  plus  free 
stays  in  his  $30-a-day-and-up  castle- 
hotel.  One  indignantly  returned 
his  gift  of  free  McDonough  stock. 

The  source  of  McDonough's  wealth 
comes  from  his  43%  control  of  Mc- 
Donough Co.  (1975  estimated  profit 
of  $11.7  million  on  sales  of  under  $300 
million).  The  stock,  listed  on  the 
American  Exchange,  sells  for  only  four 
times  earnings  partly  because  Wall 
Street  mistrusts  McDonough's  per- 
sonal style  of  management. 

The  company  also  lacks  glamour.  It 
dredges  sand  and  gravel  from  the 
Ohio  River,  rents  cranes,  provides  ce- 
ment in  the  Houston  area.  But  there 
is  still  big  potential  in  the  Ames  shovel 


and  Endicott  Johnson  shde  divisions. 

Until  lately,  McDonough  has  made 
the  difference.  He  concentrated  on  the 
smallest  detail,  controlled  the  once- 
excessive  debt  and  forced  everyone  to 
work  hard. 

Now  his  younger  men  are  trying 
to  show  the  same  concern  for  details; 
for  instance,  they  call  many  workers 
by  name  as  they  walk  through  the 
plants.  Most  are  paid  by  incentive, 
working  hard  in  the  hot,  dirty,  often 
smelly  factories. 

Endicott  Johnson  is  expecting  a  rec- 
ord year,  and  will  contribute  over  $9 
million  in  profit  before  taxes.  High- 
style  safety  shoes  have  been  its  big- 
gest winner;  they  generally  wear  out 
in  six  months,  and  purchases,  there- 
fore, are  not  easily  postponable.  Im- 
ports of  Rumanian-made  shoes  also 
have  been  very  profitable. 

At  Ames,  executives  have  expanded 
from  making  just  industrial  shovels  to 
such  consumer  products  as  garden  and 
lawn  tools.  Devaluation  has  helped  to 
kill  most  of  the  import  competition. 

Who  or  what  will  control  McDon- 
ough Co.  after  the  old  man  is  gone? 
Who  will  light  the  fires,  supply  the 
spark?  McDonough's  only  son  cannot 
because  of  illness. 

Meanwhile,  the  old  man  continues 


to  ride  herd  on  "his  boys"  the  only 
way  he  knows  how— on  whim.  He 
sometimes  gives  surprise  bonuses  or 
stock.  But  his  salaries  are  low,  his 
threats  to  fire  all  too  real.  Others  are 
surprised  by  sudden  attacks.  It  is  an 
absolute  monarchy  without  an  heir. 

McDonough  thinks  of  each  event, 
each  personal  contact,  in  terms  of  cash 
inflow  or  outflow.  There's  a  story  that 
illustrates  the  point  and  captures  the 
pan's  basic  nature.  Once  he  gave 
some  Irish  priests  $10,000  for  their 
college.  Later  they  invited  him  to  a 
feast  of  sumptuous  food  and  fine  wine. 
McDonough  took  one  look  at  the 
spread  and  smelled  a  rat.  He  said: 
"Before  I  sit  down,  I  want  to  know 
the  price  tag.  I  don't  want  to  take  any 
wine  until  I  know  what  I'm  committed 
for."  The  silent  fathers  just  blushed. 
So  he  blurted  out:  "O.K.  It's  $25,000." 

After  the  meal,  the  good  brothers 
told  McDonough  that  the  dinner  was 
intended  just  to  thank  him  for  his 
previous  donation.  They  hadn't  ex- 
pected any  more  money. 

The  joke  was  on  him.  For  once,  his 
bluntness  and  toughness  cost  McDon- 
ough money  instead  of  saving  him 
money.  But  Bernie  enjoys  telling  the 
story.  While  he  likes  money,  he  likes 
an  ironic  twist  even  more.   ■ 


Sowing,  Weeding,  Reaping 

John  P.  Gallagher  is  finally  and  happily 
at  the  reaping  stage  at  Chemetron. 


"There  is  a  time  to  sow  and  a  time 
to  reap,"  says  the  Biblical  proverb. 
John  P.  Gallagher,  59,  the  able, 
white-haired  president  and  chairman 
of  Chicago's  Chemetron  Corp.,  is  do- 
ing some  rich  reaping  these  days. 

Some  of  the  crops  he  is  reaping 
were  sown  by  his  predecessor,  Charles 
J.  Haines,  now  retired.  Haines  was 
the  man  who  put  Chemetron  together 
in  the  late  Fifties  and  early  Sixties. 
In  the  fashion  of  those  times,  he  as- 
sembled a  mishmash  of  companies 
and  gave  them  a  glamorous  name— 
"Chem"  for  chemicals;  "met"  for  met- 
als; "tron"  for  electronics.  "The  main 
corporate  activity  in  the  early  days 
was  buying  and  selling  companies," 
Gallagher  (says  with  frankness. 

With  all  that  activity,  Haines  made 
some  good  moves;  however,  the  man 
who  builds  a  company  is  often  not 
the  best  man  to  run  it.  When  the  com- 
pany seemed  headed  for  trouble,  it 
called  in  John  Gallagher,  who,  as  a 
Booz,  Allen  consultant,  had  worked 
at  Chemetron  in  its  early  days.  Be- 
fore reaping,  Gallagher  realized  that 


he  had  a  considerable  amount  of 
weeding  to  do. 

One  of  the  company's  biggest  orig- 
inal components  was  National  Cylin- 
der Gas.  Gallagher  decided  this  divi- 
sion was  spread  too  thin.  He  pulled 
it  out  of  geographical  areas  where 
Chemetron  was  weak,  and  the  com- 
pany's market  share  has  remained  at 
about  6%  to  8%.  But  it  gets  25%  to 
30%  and  more  in  areas  where  it  is 
strong,  like  Denver;  and  in  carbon  di- 
oxide it  is  the  No.  One  U.S.  producer. 

Gallagher  also  tried  for  years,  and 
last  year  finally  succeeded,  to  sell  off 
half  of  the  chemical  companies  that 
Haines  had  acquired,  including  the 
catalysts,  certain  organic  and  most 
of  the  inorganic  chemical  operations. 
He  has  stayed  in  three  specialty  areas 
where  Chemetron  is  among  the  three 
top  producers:  antimony  oxide  Same 
retardants  for  plastics;  pigments  for 
printing  and  plastics;  and  phosgene 
chemicals,  used  primarily  in  drugs 
and  insecticides. 

The  happy  surprise  lias  been  the 
welding  fittings  business,  based   upon 


a  division  of  the  old  Girdler  Corp. 
called  Tube  Turns.  It  makes  pipeline 
welding  fittings  by  a  patented  proeess 
that  has  given  it  a  bammerlock  on 
the  business.  Together  with  welding 
equipment  (such  as  electrodes)  and, 
of  course,  welding  gases,  Gallagher's 
group  of  welding  businesses  now  yield 
close  to  half  of  Chemetron  s  earnings. 
All  this  pruning  and  trimming  has 
finally  paid  off.  Last  year's  profits 
more  than  doubled  to  a  record  $5.52 
per  share,  on  22%  higher  sales  of  $433 
million.  In  the  first  half  of  1975 
Chemetron  got  off  to  a  sensational 
start.  Earnings  were  down  in  the  third 
quarter  and  will  be  down  again  in  the 
fourth  quarter,  but  even  so,  Cheme- 
tron should  easily  earn  $7  a  share  lot 
(lie  full  year— a  20%  gain.  And  next 
year  looks  promising,  with  the  econo 
my  gathering  steam.   Good   omen:    In 

this    year's    recession,    industrial    gas 

prices,  normally  volatile,  did  not  drop. 

Chemetron  stock  nunc  than  trebled 
from  last  year's  low  to  this  year's  high 
of  45,  as  investors  began  to  appreciate 

the  great  transformation  that  had 
taken  place.  Since  (hen,  how  e\  ei .  the 
slock  has  dropped  to  the  low    .'»()s  and 

to  a  price/earnings  ratio  oi  little  ovei 

loin.    Says    Gallagher    with    a    sigh: 

"Good  earnings  in  this  market  ate  like 
streaking  in  the  YMGA  locker  loom; 
no  one  notices."    ■ 
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Jack  Jones  presents: 


"New  ChryslerNew  Ybrher. 
Ifs  the  talk  of  the  town." 
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'New  Yorker's  engineering 
excellence  starts  with 
electronic  ignition  and 
Torsion  -  Quiet  rideV 

This  beautifiil  new  Chrysler  New 
Yorker  Brougham  has  everybody 
talking.  It's  this  year's  finest 

hrysler,  both  inside  and  out. 
Most  every  luxury  is  standard. 

.ike  power  front  disc  brakes,  power 
Ueering,  and  power  windows.  A 

0/50  front  seat,  with  individual 
romfort  position  controls.  Pillow- 
;oft  crushed  velour  interior, 
'-"lectronic  digital  clock.  And 


"Everybody's  talking  about 
New  Yorkers  elegant  styling 
and  comfort? 


concealed  headlamps. 

Chrysler  engineering  is  especially 
worth  talking  about.  Including  a 
suspension  tuned  to  steel-belted 
radial  tires.  Plus  a  Phase  II 
Electronic  Ignition  System  that 
virtually  eliminates  tune-ups. 

And  here's  'The  Clincher!" 

For  the  first  12  months  of  use  any 
Chrysler  Motors  Corporation  Dealer 
will  fix,  without  charge  for  parts  or 
labor,  any  part  of  our  1976 


'Just  think. . .  all  this  luxury 
at  a  New  Yorker  price!" 


passenger  cars  we  supply  (except 
tires)  which  proves  defective  in 
normal  use.  Regardless  of  mileage. 
The  owner  is  responsible  for  main- 
tenance services  such  as  changing 
filters  and  wiper  blades. 

See  the  new  Chrysler  New  Yorker 
Brougham  at  your  Chrysler- 
Plymouth  dealer's  today.  And  find 
out  what  everyone's  talking  about. 


CHRYSLER 

MOTORS  CORPORATION 


w 


The  1976  Chrysler  New  Ybrker  Brougham 


We're  replacing 
in  New 


Not  in  the  skies.  But  in  a  huge  converted 
airplane  hangar  in  Roswell,  New  Mexico. 
That's  where  one  of  our  companies, 
Transportation  Manufacturing  Corporation, 
is  working  to  meet  the  demand  for  more 
buses.  (Not  only  for  Greyhound  Lines,  but 
for  other  bus  companies,  too.) 

We're  using  all  200,000  square  feet  of 
this  enormous  facility,  which  once  housed 
B-52  bombers  for  the  Strategic  Air 
Command,  to  turn  out  Americruiser™  buses. 

Incorporating  the  latest  in  safety  features 
and  passenger  comfort,  our  $91 ,000 
Americruisers  are  also  manufactured  by 
another  one  of  our  companies,  Motor 
Coach  Industries,  in  both  the  U.  S.  and 
Canada.  All  of  which  makes  us  the  largest 
builder  of  intercity  buses  in  North  America. 

Transportation— one  of  the  many  ways 
we're  meeting  people's  needs. 


the  airplane 


KEY  SUBSIDIARIES 

OF  THE  GREYHOUND  CORPORATION 

TRANSPORTATION 
Greyhound  Lines 
Greyhound  Lines  of  Canada 
Korea  Greyhound 
Texas,  New  Mexico  &  Oklahoma 

Coaches 
American  Sightseeing  Tours  of  Miami 
Atlanta  Airport  Transportation 
Brewster  Transport 
California  Parlor  Car  Tours 
Carey  Transportation 
Gray  Line  of  New  York 
Gray  Line  of  San  Francisco 
Greyhound  Airport  Services 
Greyhound  World  Tours 
Loyal  Travel  Service 
Motor  Coach  Industries 
New  Mexico  Transportation 
Red  Top  Sedan  Service 
Royal  Hawaiian  Transportation 
Transportation  Manufacturing 

Corporation 
Walters  Transit 

LEASING-FINANCING-COMPUTERS 
Greyhound  Leasing  &  Financial 

Corporation 
Greyhound  Computer  Corporation 

CONSUMER  PRODUCTS 

AND  PHARMACEUTICALS 

Armour-Dial 

Armour  Pharmaceutical 

Malina  Company 

FOOD 

Armour  Food  Company 

FOODSERVICE 

Greyhound  Food  Management 

Post  Houses 

Prophet  Foods 

Restaura 

SERVICES 

Aircraft  Service  International 
Border  Brokers 
Consultants  &  Designers 
Dispatch  Services 
Exhibitgroup 
Florida  Export  Group 
Freeport  Flight  Service 
General  Fire  &  Casualty 
Global  Productions 
Greyhound  Gift  House 
Greyhound  Rent-a-Car 
Greyhound  Support  Services 
Greyhound  Temporary  Personnel 
Las  Vegas  Convention  Service 
Manncraft  Exhibitors  Service 
Nassau  Air  Dispatch 
Travelers  Express 


THE  GREYHOUND  CORPORATION 

Serving  people's  needs  in  a  hundred  basic  ways. 
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IT  TAKES  TO  LOOK  FOR  NEW  < 
FOR  IT,  BRING  IN  THE  WELL, 
N  IT  FINALLY  INTO  GASOLINE, 


...THEIR  BABY  WILL  BE  STARTING  FIRST  GRADE, 


The  simple  truth  is— it  can  take  about 
five  to  eight  years  to  discover  new 
oil  offshore  and  turn  it  into  gasoline. 
To  get  an  idea  of  the  time  and  work  in- 
volved, let's  look  at  a  rough  timetable. 
1st  year:  Exploring  for  new  oil  fields. 
This,  of  course,  is  the  first  step.  And 
then— before  we  can  start  drilling  — 
we  have  to  lease  the  acreage.  All 
told,  it  can  easily  take  a  year  or  more. 

2nd  year:  Start  exploratory  drilling  for 
oil.  Unfortunately  the  facts  in  the  oil 
business  are  that  most  exploratory 
drilling  does  not  recover  commercial 
quantities  of  oil  or  gas.  The  odds  are 
something  like  50  to  1  against 
striking  oil  in  amounts  large  enough 


to  be  commercially  worthwhile. 
3rd  year:  Developing  the  field.  One 

well  isn't  enough  for  the  field  to  be 
fully  productive.  Additional  wells 
have  to  be  drilled.  And  that  doesn't 
happen  overnight  or  without  great 
expense. 

4th  year:  Transporting  the  crude  oil. 

Once  the  well  does  come  in,  you 
may  have  to  build  a  pipeline  to  trans- 
port the  crude  oil. 

5th  year:  Refining  the  oil.  Finally, 
we're  ready  for  the  last  step— turning 
the  oil  into  petroleum  products.  New 
refineries  may  have  to  be  built.  Or 
present  ones  expanded  or  modern- 
ized. It  all  takes  time  and  money. 


As  you  see,  it  takes  a  lot  of  time 
and  planning  and  capital  investment 
—  often  running  into  hundreds  of 
millions  of  dollars  —  to  find  oil  and 
turn  it  into  petroleum  products. The 
best  way  to  supply  you  with  the 
petroleum  you  need  is  through  a  free 
enterprise  system  that  will  enable 
us  to  generate  the  necessary  capital. 


TEXACO 


We're  working  to  keep  your  trust. 


On  December  6,  join  Texaco  in  a  gala  afternoon  of  opera.  At  2  p.m.,  ET,  on  radio,  Texaco  begins  its  36th  season  of  live  broadcasts 
from  the  Metropolitan  Opera  House  in  New  York.  At  5  p.m.,  ET,  on  CBS-TV,  "Danny  Kaye's  Look-in  at  the  Metropolitan  Opera." 


The  Numbers  Game 


The  Lawyers  vs.  The  Accountants 


Westinghouse  Electric  is  in  trou- 
ble over  its  long-term  contracts  to 
supply  uranium  to  its  electrical  utility 
customers.  In  theory,  the  loss  could 
run  as  high  as  $2.5  billion,  wiping  out 
WX's  equity  capital  (see  p.  24).  Top 
executives  have  probably  known  of 
the  exposure  for  some  time.  But  they 
notified  their  customers  only  in  Sep- 
tember of  this  year  and  have  yet  to 
disclose  it  officially  to  their  stockhold- 
ers. Should  it  have  been  disclosed 
earlier  to  all  concerned? 

In  1971  the  State  of  California 
sued  Boise  Cascade  for  misrepresenta- 
tion in  the  sale  of  recreation  land  in 
California.  Class-action  suits  followed, 
and  Boise  ended  up  shelling  out  $60 
million.  The  potential  liability  was  not 
disclosed  to  stockholders  until  the  suit 
was  filed  in  October  1971.  Yet  Boise 
Cascade  executives  must  have  known 
that  they  were  getting  complaining 
letters  from  unhappy  land  buyers  and 
that  the  state  had  sued  others  for  the 
same  kinds  of  sales  practices. 

Both  cases  have  a  common  feature. 
There  existed  a  potential  liability  well 
in  advance  of  the  actual  liability. 
Management  knew  the  potential  lia- 
bility was  serious.  But  still,  it  did  not 
tell  stockholders  about  the  sword 
hanging  overhead. 

These  are  what  are  known  as  "un- 
asserted claims."  In  such  a  case,  the 
potential  plaintiff  may  not  even  know 
he  has  a  case;  but  management  does. 

Right  now  "unasserted  claims"  are 
the  subject  of  a  battle  royal  between 
lawyers  and  accountants.  The  ac- 
countants are  increasingly  anxious  to 
avoid  being  sued  by  stockholders. 
They  want  to  cross  every  "t"  and  dot 
every  "i."  To  help  avoid  surprises, 
they  want  their  clients'  outside  law 
firms  to  tell  them  what  they  know 
about  potential  claims  as  well  as  actu- 
al claims.  The  accountants  already  re- 
quire such  information  from  house 
counsel  as  well  as  from  top  manage- 
ment. NoW1  they  want  another  assur- 
ance, this  time  from  the  supposedly 
more  independent  outside  counsel. 
Has  management  asked  advice  about 
some  potential  lawsuit  that  might 
have  a  material  impact?  If  so,  the  ac- 
countants want  to  know— even  if  man- 
agement feels  it  is  not  serious. 

Corporate  *  lawyers  are  horrified. 
They  feel  they  are  being  asked,  in  ef- 
fect, to  spy  on  their  clients  for  the 
protection  of  the  accountants.  Not  the 
least  of  the  damage  this  would  do 
would  be  to  advertise  potential  claims 


to  potential  plaintiffs. 

"It's  a  real  tough  one,"  says  John 
Burton,  chief  accountant  at  the  Se- 
curities &  Exchange  Commission.  "If 
you  disclose  it,  then  the  contingency 
occurs.  If  you  don't  disclose  it,  and 
the  contingency  occurs  anyway,  then 
you've  got  one  big  peck  of  trouble 
because  then  you've  failed  to  disclose 
a  material  contingency." 
*  The  principles  involved  are  not 
new.  In  the  late  Fifties  the  account- 
ants got  together  and  defined  what 
they  regarded  as  "contingent  liabili- 
ties." They  included  "unasserted 
claims"  in  the  definition.  The  law- 
yers, however,  did  not  regard  "unas- 
serted claims"  as  actual  liabilities. 

The  disagreement  remained  large- 
ly academic  until  the  Seventies.  Sud- 
denly the  accountants  found  them- 
selves being  sued  on  all  sides.  They 
began  looking  for  every  possible  way 
to  protect  themselves.  Soon  they  de- 
manded that  the  lawyers  tell  them 
about  potential  claims  and  liabilities. 
The  lawyers,  citing  client  confiden- 
tiality, refused. 

Unfortunately,  there  are  no  easy 
answers.  When,  after  all,  did  the 
Boise  Cascade  situation  cease  being 
just  an  annoyance  and  start  being  a 
multimillion-dollar  liability?  Or  when 
did  the  price  of  uranium  reach  the 
crisis  stage  for  Westinghouse? 

The   whole   situation    is    a   terrible 


can  of  worms.  With  the  ever-growing 
tangle  of  federal,  state  and  local  laws, 
it  is  a  rare  company  that  operates 
wholly  within  the  law  at  all  times. 
Patent  infringement,  inadvertent  en- 
croachment on  another  company's 
property,  discrimination  against  wom- 
en, illegal  campaign  gifts,  perhaps 
even  foreign  bribes,  are  all  examples 
of  unasserted  claims. 

The  auditors  feel  that  if  the  as- 
sertion of  such  a  claim  seems  "prob- 
able" and  the  consequences  may  be 
adverse  and  material,  the  existence 
of  the  unasserted  claim  should  be  dis- 
closed in  the  interests  of  fair  finan- 
cial disclosure.  Thus,  Telex'  auditors 
forced  it  to  disclose  in  1973  that  it 
might  be  liable  for  claims  due  to  mis- 
leading fourth-quarter  statements. 

The  problem  gefs  stickier.  To 
whom  does  management  owe  its  al- 
legiance? To  the  general  public?  Or 
to  its  present  stockholders?  Had  West- 
inghouse revealed  its  uranium  prob- 
lem earlier,  it  might  have  warned  off 
some  potential  buyers  of  its  stock— 
which  dropped  40%  after  the  disclo- 
sure. But  early  disclosure  might  have 
hurt  existing  stockholders.  "Nobody 
seems  to  consider  the  current  share- 
holders," complains  attorney  Abraham 
M.  Stanger,  a  member  of  the  joint  law- 
yer-auditor committee  that  has  been 
meeting  for  two  years  to  try  to  re- 
solve the  issue. 
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Technology:  Whale  Oil,  Arab  CM 


No  one  who  lived  through  it  can  forget  the  fuel 
shortage  of  1974.  But  few  remember  that  today's 
energy  crisis  is  not  the  first  one  in  our  history. 

Up  until  the  middle  of  the  last  century  the 
lights  of  the  world  were  lit  with  whale  oil.  Ma- 
chines were  lubricated  with  whale  oil. 

Suddenly  there  wasn't  enough.  Whales  were 
being  killed  faster  than  they  could  spawn.  An 
energy  crisis  was  imminent.  Fears  that  the  worst 
would  happen  were  commonplace. 

Then  an  unexpected  thing  happened.  Tech- 
nology came  to  the  rescue.  As  whale  oil  supplies 
dwindled,  the  growing  petroleum  industry  took 
up  the  slack. 

Not  only  did  the  new  petroleum  solve  the  prob- 
lem—it was  better  than  its  predecessor. 

Technology  has  ultimately  delivered 
more  energy,  less  waste. 

You  may  remember  from  your  early  educa- 
tion that  James  Watt  invented  the  steam  engine. 
Not  so.  It  was  the  first  really  efficient  steam  en- 
gine that  he  invented.  Energy  efficiency  has  al- 
ways been  rewarded.  Watt  went  into  the  history 
books  and  Savery  and  Newcomen,  the  real  pio- 
neers, went  into  oblivion. 

Watt's  improved  steam  engine  brought  in  a 
new  energy  technology.  Huge  numbers  of  steam- 
driven  machines  were  produced.  Because  energy 
could  be  used  so  much  more  efficiently,  much 


more  energy  was  used.  And  the  industrial  revolu- 
tion began. 


\ 


Consider  what  modern  communications 
technology  has  done  to  save  energy. 

Until  the  mid-1800's,  all  messages  had  to  be  de 
livered  in  person.  Whether  the  messenger  went  |W 
on  foot,  by  horseback  or  aboard  ship,  he  was  not  I 
very  efficient  in  his  use  of  energy.  The  railroads 
added  some  speed  in  return  for  a  large  increase 
in  energy  consumption. 

Then  Samuel  Morse  came  along  with  a  new 
communications  technology  —  telegraphy.  With 
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We  believe  in  the  promise  of  technology. 


Technology  has  provided  the  solu- 
tions to  many  of  society's  prob- 
lems. It  is  also  often  blamed  for 
them.  Some  people  believe 
there's  too  much  technology 
today  —  that  this  very  abun- 
dance is  the  basis  for  so 
many  of  our  ills. 

We  believe  the  solutions 
to  problems  lie  in  the  in- 


telligent application  of  technology— that  a  misunderstand- 
ing of  technology's  role  in  man's  advancement  can  onlj 
lead  to  a  diminution  of  his  ability  to  provide  solutions. 

Therefore,  we're  sponsoring  a  series  of  "white  papers' 
to  foster  a  clearer  understanding  of  technology.  Excerpt 
from  the  fifth  of  these  papers  are  published  above.  II 
you'd  like  a  copy  of  the  complete  text,  please  write  Gould 
Inc.,  "Dialogue  on  Technology,"  Dept.  T-5,  10  Gould 
Center,  Rolling  Meadows,  Illinois  60008. 
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the  world  wired  for  electric  communication  the 
inefficient  messenger  was  no  longer  needed. 

Then  came  the  telephone,  radio  tube,  and 
transistor.  Communications  became  even  quicker 
and  energy  efficiency  became  even  greater. 

But  while  each  of  these  advances  brought  im- 
proved energy  efficiency,  they  also  increased  en- 
ergy demand.  Does  this  bring  us  to  an  impasse? 
By  using  less,  will  we  always  end  up  using  more? 

Turning  the  corner  on  total  energy  consumption. 

Enormous  technological  advances  have  taken 
place  in  just  the  last  few  years. 

With  communications  satellites  and  laser 
beams  working  at  full  potential  and  with  ad- 
vanced computers  organizing  the  whole— it  may 
be  possible  to  transmit  messages  with  an  effi- 
ciency unheard  of  today.  Changes  are  in  the 
works  that  by  comparison  relegate  today's  com- 
munications technology  to  the  same  class  as  yell- 
ing from  mountaintop  to  mountaintop. 

What  will  happen  when  there  is  no  more  oil? 

When  that  day  comes,  hopefully  it  won't  matter. 
New  technology  will  have  an  answer  for  tomor- 
row's Arab  oil  crisis  just  as  it  did  for  yesterday's 
whale  oil  crisis. 

Imagine  every  individual  with  a  portable 
phone  that  gives  access  to  every  number  on  earth. 
Think  of  the  printed  word  transmitted  in  a  frac- 


tion of  a  second  at  the  press  of  a  button.  Consider 
a  single  world-computer  that  holds  the  library  of 
mankind  and  is  available  to  anyone  at  any  time. 

There  is  no  need  to  transfer  mass  when  an  image 
can  be  transferred  instead. 

The  conference  room  of  tomorrow  may  be  peo- 
pled with  "images"  of  individuals  who  are  ac- 
tually sitting  at  home  continents  away.  Business 
trips  may  amount  to  walking  across  the  room  to 
the  transfer  machine.  Automation,  telemetering, 
and  television  monitoring  may  replace  rental 
cars  and  plane  tickets. 

People  may  not  need  to  go  anywhere,  so  "no 
oil"  becomes  a  lesser  problem. 

Carried  to  its  logical  extreme,  this  trend  could 
disperse  population  and  relieve  urban  congestion. 
Every  place  on  earth  would  be  "where  it's  at." 

Science  and  technology  can  solve  many 
problems.  If  they  don't,  what  else  will? 

This  scenario— the  technological  solution— is  as 
possible  as  the  more  negative  speculations  that 
have  recently  made  the  news.  The  difference  is 
that  this  one  offers  hope  for  mankind. 

Similar  innovation  offers  hope  of  solving  our 
problems  of  food  supply,  raw  material  depletion, 
and  living  on  a  crowded  planet.  Nothing  like  this 
can  ever  come  about  by  turning  our  backs  on 
technology.  Without  it,  we  are  scared,  cold,  hun- 
gry animals.  With  it,  we  can  change  the  world. 


GOULD 

The  product  development  company 


The  Numbers  Game 


What  pits  the  lawyers  against  the 
ountants  is  that  auditors  don't  al- 
ways have  ways  of  knowing  about 
those  unasserted  claims;  they  don't, 
after  all,  appear  on  the  books.  First, 
the  auditors  must  ask  management 
whether  such  claims  exist.  Second, 
to  verify  from  independent  sources 
what  management  tells  them,  they 
turn  to  the  company's  lawyers.  The 
idea  is  that  if  the  boss  is  lying,  pro- 
fessional ethics  will  force  the  lawyers 
to  contradict  him.  If  both  lie  to  the 
accountant,  the  accountant  can  claim 
that,  like  the  shareholders,  he,  too, 
was  deceived;  presumably  he's  off 
the  hook. 

In  short,  the  lawyers  are  being  asked 
to  pull  the  accountants'  chestnuts  out 
of  the  fire. 

If  unasserted  claims  are  a  head- 
ache for  the  accountants,  they  are 
poison  for  lawyers.  There  is  no  prob- 
lem for  the  lawyers  if  top  manage- 
ment agrees  that  the  company  faces 
a  potential  claim;  then  all  the  law- 
yers have  to  do  is  advise  auditors  of 
the  existence  of  the  potential  claim 
and  their  opinion  of  its  likely  conse- 
quences. But  suppose  management 
insists  there  is  no  claim,  but  the  law- 
yers believe  there  is?  What  then? 
Does  the  lawyer  squeal  to  the  audi- 
tors? That  could  violate  the  sanctity 
of  client-counsel  relations. 

Listen  to  the  horrified  reaction  of 
a  prominent  attorney,  Joseph  Hinsey, 
a  partner  in  the  New  York  firm  of 
White  &  Case:  "We  should  not  be 
pressured  into  making  third-party  dis- 
closures in  such  a  way  as  to  emascu- 
late our  ability  to  function  as  legal 
advisers."  And  Hinsey  isn't  just  speak- 
ing for  himself.  He  is  chairman  of 
the  American  Bar  Association's  Com- 
mittee on  Audit  Inquiry  Responses— 
in  short,  he's  the  man  on  this  particu- 
lar firing  line. 

Hinsey  raises  this  point:  If  man- 
agement could  not  depend  on  the  con- 
fidentiality of  what  it  tells  its  lawyers, 
it  might  be  reluctant  to  discuss  im- 
portant matters  with  them;  the  entire 
relationship  would  be  upset. 

Hinsey  points  out  that  the  lawyers 
are  not  trying  to  avoid  their  audit 
responsibilities.  If  a  lawyer  feels  that 
his  advice  has  been  ignored  and  that 
nondisclosure  would  be  a  violation  of 
the  criminal  or  securities  law,  he 
would  be  obligated  to  resign  under 
the  ABA's  Code  of  Professional  Re- 
sponsibility. Hinsey  argues  that,  in  the 
absence  of  a  resignation,  the  auditors 
should  assume  that  there  is  no  such 
violation  or  at  least  that  there  is  none 


of  which  the  lawyers  are  aware.  That 
looks  like  a  clear  signal  to  the  ac- 
countants. But  it  isn't. 

The  trouble  is  that  Hinsey  is  only 
talking  about  situations  where  a  claim 
is  "probable"  and  likely  to  be  adverse 
and  material.  But  probability  is  so 
tightly  defined  by  the  lawyers  that 
there  would  have  to  be  a  95%  chance 
of  a  claim.  Very  few  cases  are  that 
certain.  As  it  now  stands,  without  that 
near  certainty,  the  lawyers  will  talk  to 
the  auditors  only  about  unasserted 
claims  that  management  itself  is  will- 
ing to  disclose.  The  lawyers  say  their 
responsibility  goes  no  further. 

The  lawyers  have  a  real  problem. 
It  was  dramatized  in  Tulsa  last  month 
when  a  federal  judge  threw  Arthur 
Young  partner  William  Grant  in  jail 


"We  want  lawyers  to  tell  us 
when   management  ignored 
their  advice  to  disclose." 
Douglas  Carmichael,  AICPA 


for  contempt.  Grant  had  refused  to 
turn  over  to  a  federal  grand  jury  two 
documents— one  of  which  was  a  law- 
yers' letter— involved  in  an  audit  of 
Phillips  Petroleum.  Phillips  is  under 
federal  grand  jury  investigation  for 
possible  tax  fraud  arising  from 
$495,000  in  illegal  campaign  gifts 
over  a  nine-year  period. 

The  grand  jury  couldn't  have  got- 
ten the  lawyers'  letter  from  the  at- 
torneys; it  would  have  been  covered 
by  the  client  privilege.  But  the  grand 
jury  did  get  it  from  the  jailed  ac- 
countant after  one  night  behind  bars. 

The  fact  is  that  while  lawyers'  re- 
lations with  their  clients  are  protected 
by  confidentiality,  an  auditor's  rela- 
tionship is  not.  What  the  lawyer 
tells  the  auditor  today,  the  world  may 
know  tomorrow— not  because  audi- 
tors are  chatterboxes,  but  because 
their  work  papers,  unlike  those  of  law- 
yers, are  subject  to  subpoena. 

A  Dreaded  Phrase 

The  auditors  are  not  weaponless  in 
this  battle.  If  the  lawyers  keep  mum, 
the  auditors  can  whisper  "scope  qual- 
ification." That's  a  tough  phrase.  A 
"scope  qualification"  informs  stock- 
holders that  the  examination  was 
limited  and  that,  therefore,  the  audi- 
tor is  not  entirely  sure  that  it  is  fair. 
That  does  it.  The  SEC  will  not  accept 
a  scope-qualified  annual  report.  Pres- 
to! The  corporation   is  in  hot  water. 


No  annual  meeting.  No  stock  trading. 

So  the  argument  rages,  and  the 
politeness  is  beginning  to  wear  thin. 
The  accountants  threaten  scope  qual- 
ification. The  lawyers  talk  about  the 
lawyer-client  relationship.  Both  sides 
have  hardened  their  stands.  In  late 
October,  the  American  Institute  of 
Certified  Public  Accountants  issued  a 
proposed  statement  that  would  re- 
quire auditors  to  scope-qualify  a  re- 
port where  they  received  what  they 
regarded  as  an  unsatisfactory  response 
from  lawyers.  This  came  on  the  heels 
of  a  proposed  statement  from  the 
ABA  that  would  require  lawyers  to 
refuse  to  respond  to  auditors  on  un- 
asserted claims  except  with  specific 
authorization  of  management. 

You  can't  blame  the  accountants 
for  not  wanting  to  be  sued.  But  White 
&  Case's  Joe  Hinsey  asks:  Why  us? 
Why  the  lawyers?  He  argues:  "The 
auditors  are  not  being  told  to  make 
inquiry  of  corporate  economists  about 
the  possibility  of  losses  from  currency 
devaluation.  They  don't  ask  lobbyists 
about  the  chances  of  reductions  in  the 
oil  depletion  allowance.  An  unas- 
serted claim  is  just  one  of  a  host  of 
general  business  contingencies  that 
may  visit  loss  upon  a  company." 

The  accountants'  answer  is  that  de- 
valuation and  changes  in  the  law  are 
future  events,  whereas  unasserted 
claims  refer  to  events  that  have  al- 
ready taken  place. 

Who  is  right?  Fortunately— or  un- 
fortunately—both sides  are  right.  A 
compromise  is  called  for.  Right  now, 
the  ABA-AICPA  committee  is  meet- 
ing to  find  ways  out  of  the  impasse. 
The  ABA  could  loosen  the  definition 
of  probability  and  require  the  lawyer 
to  resign  if  management  overrules  his 
advice  to  disclose  unasserted  claims. 
Or  it  could  allow  indirect  communica- 
tion with  auditors. 

That  way,  the  lawyer  wouldn't 
have  to  tattle  on  his  employer;  but 
neither  would  he  be  acquiescing  in 
sweeping  something  under  the  rug. 
There  wouldn't  be  many  occasions  for 
resignation,  but  the  threat  would  be 
there  and  the  accountants  would  feel 
a  bit  less  vulnerable. 

But  please,  fellows,  settle  the  argu- 
ment with  a  minimum  of  paperwork 
and  additional  cost  to  the  busin. 
man,  who  is  already  groaning  undei 
the  burden  of  auditing  and  legal  costs, 
It's  like  a  lot  of  things  in  the  world 
today:  In  our  anxiety  to  protect  One 
set  of  rights  absolutely,  we  sometimes 
damage  another  set  of  rights.  And  get 
ever  more  entangled  in  red  tape.   ■ 
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The  Strange  Curse  Of  Prosperity 


Don't  get  carried  away  by  our  smaller  sales 

and  earnings  gains,  says  Schering-Plough's  Conzen.  Things 

are  seldom  as  good— or  as  bad— as  they  seem  at  the  moment. 

In  the  corner  of  Willibald  Conzen's 
office  at  giant  Schering-Plough's  Ken- 
ilworth,  N.J.  headquarters  there  sits 
a  big,  bronze  impassive  Buddha. 
"When  my  executives  get  excited 
around  here,"  says  Conzen,  "I  don't 
say  anything.  I  just  point  over  there 
to  the  Buddha." 

The  restraint  of  a  Buddha  is  built 
into  Conzen's  character.  A  quiet  and 
careful  man  of  62,  Conzen  began  his 
career  at  Schering  AG  in  his  native 
Germany  at  17,  stayed  with  the  com- 
pany in  South  Africa  during  World 
War  II,  later  came  to  the  U.S.  and 
rose  to  president  in  1966. 

Five  years  later,  in  1971,  New 
Jersey-based  Schering  was  merged 
with  Memphis-based  Plough  Inc.,  thus 
wedding  Schering's  ethical  drugs  with 
Plough's  proprietary  items  like  Solar- 
caine,  Di-Gel  and  St.  Joseph  chil- 
dren's aspirin.  Schering-Plough's 
stock  went  wild.  It  rose  from  46  in 
1970  all  the  way  to  87&  in  1971. 

That  excitement  disturbed  Conzen. 
In  his  German-accented  English,  he 
began  telling  anyone  who  would  listen 
that  Schering-Plough's  phenomenal 
earnings  growth  could  not— and  would 
not— last  forever.  But  as  company 
earnings  kept  growing  at  30%  to  35%  a 
year,  fewer  and  fewer  people  listened. 
As  late  as  1973,  Schering-Plough 
stock  was  trading  at  44  times  its  per- 
share  earnings. 

Leveling  Off 

Finally  last  year  Conzen's  warnings 
came  true.  Garamycin,  his  fast-selling 
antibiotic,  began  slowing  down,  and 
the  $704-million  (sales)  company 
posted  "only"— if  that's  the  right  word 
—a  17%  earnings  increase. 

The  decline  has  continued  into  this 
year.  For  the  first  nine  months,  earn- 
ings are  \rp  just  10%  over  last  year's 
similar  period.  And  for  the  12-month 
period,  return  on  equity  will  drop  to 
less  than  27%,  from  31%. 

Wall  Street  has  been  selling  the 
stock  with  a  vengeance,  almost  as  if 
Conzen  had  never  warned  that  reality 
would  one  day  rear  its  ugly  head.  The 
stock  is  down  10%  in  the  last  year  and 
33%  in  two  years.  The  price/ earnings 
multiple  is  now  23. 

All  this  causes  even  an  old  poker 
face  like  Conzen  to  grin:  "It  is  just  as 
I  said.  It  could  not  last." 

This  doesn't  mean  Conzen  is  a  pes- 
simist. He's  just  not  a  wild  optimist. 


Conzen  of  Schering-Plough 

The  picture  at  Schering-Plough  looks 
more  promising,  if  not  exuberantly 
so.  First  off,  consider  Garamycin. 
Conzen  is  undoubtedly  correct  when 
he  reminds  people  that  the  drug's 
greatest  growth  is  behind  it.  But  even 
though  it  won't  be  growing  at  30%  a 
year  anymore,  it's  still  likely  to  ex- 
perience 18%  to  20%  growth.  That's 
far  from  bad.  Significantly,  Eli  Lilly's 
competitive  Tobramycin  doesn't  seem 
to  be  hurting  Garamycin,  and  Lilly 
has  not  chosen  to  slash  prices— and 
thus  reduce  profits.  Garamycin,  which 
contributes  an  estimated  23%  of  sales 
and  35%  to  40%  of  earnings,  looks 
like  a  long-term  moneymaker. 

Also,  Schering-Plough's  research 
and  development  remains  active  and 
effective.  Last  year  some  36%  of  its 
ethical  drug  sales  (or  $100  million) 
came  from  products  that  were  less 
than  five  years  old. 

Moreover,  the  company's  cosmetic 
business  has  scored  a  breakthrough 
that  is  only  now  being  reflected  in 
earnings.  The  success  is  Fresh  & 
Lovely  facial  makeup.  It  was  intro- 
duced with  heavy  and  costly  promo- 
tion late  in  1974.  Though  sales  took 
off  right  away,  the  promotion  costs 
undercut  the  steady  earnings  of  the 
company's  old  Maybelline  makeup  di- 
vision. In  all,  cosmetics'  pretax  earn- 
ings sank  from  $25  million  in  1973 
to   $22.5  million  last  year,   but  they 


seem    headed    up    again    this    year. 

But  Conzen  notes  that  the  major 
promotion  expenses  are  about  over, 
and  now  that  Fresh  &  Lovely  is  estab- 
lished, he  can  start  making  money. 
The  numbers  should  be  impressive. 
The  company  has  completed  a  new, 
multimillion-dollar  plant  in  Little 
Bock,  Ark.  to  produce  Fresh  &  Love- 
ly that  has  enough  capacity  to  triple 
the  cosmetic  division's  total  volume. 

As  if  all  that  wasn't  enough,  Scher- 
ing-Plough seems  positioned  to  make 
a  major  acquisition.  So  far,  cautious 
Conzen  has  shunned  such  a  move. 
But  if  he  changes  his  mind,  he  can 
either  shell  out  some  of  the  $189  mil- 
lion in  cash,  marketable  securities  and 
investments  he  has,  or  he  can  swap 
some  of  his  still  high-flying  stock. 

Is  Conzen  Willing? 

Would  Conzen  entertain  an  acqui- 
sition? He  says  simply:  "We  are  mind- 
ful of  any  opportunity  here  or  abroad 
to  supplement  internal  growth."  In 
addition,  he  knows  how  good  a  mer- 
ger can  be.  The  merger  of  Schering 
and  Plough  is  one  of  the  more  suc- 
cessful deals  in  business  history.  Con- 
zen adds,  with  characteristic  under- 
statement, "There  are  no  regrets  about 
the  marriage  either  on  the  shores  of 
the    Mississippi    or    in    New    Jersey." 

As  the  Buddha  said:  "All  things  are 
impermanent."   ■ 
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Today's  banking  methods  are  not  answering  the  major  needs  of 
business.  More  involvement  and  creativity  are  needed.  I 

Here's  how  First  Chicago,  an$18  billion  international  bank,  is  openir 
new  avenues  of  productivity  to  companies  large  and  small. 


One-way  banking.  Low  prices 
on  services.  Off-the-shelf  money 
with  few  questions  asked.  Little 
or  no  involvement. 

While  America's  GNP  was 
growing  at  a  steady  4%,  one-way 
banking  became  popular  and 
worked  fine.  But  coming  into  the 
70's  our  GNP  began  bouncing  up 
and  down  erratically.  And  our 
economy  stumbled  knee-deep  into 
a  capital  shortage. 

Today  there  just  isn't  enough 
money  available  to  do  all  the 
things  business  would  like  to  do. 
And  asking  banks  to  come  up  with 
cash  on  the  line  automatically, 
is  like  asking  for  the  miraculous. 

Two-way  banking.  The  em- 
phasis is  productivity;  mutual 
productivity. 


A.  For  the  customer  it  means 
bringing  the  bank  in  early  and 
keeping  it  involved  and  fully  in- 
formed. It  means  seeking  your 
bank's  brainpower,  not  just  its 
money,  and  utilizing  all  of  its  tal- 
ents and  services. 

B.  For  the  bank  it  means 
shaping  services  to  the  customer, 
not  trying  to  shape  the  customer 
to  the  service. 

C.  And  for  both  bank  and  cus- 
tomer it  means  a  good  old-fash- 
ioned working  relationship  aimed 
at  coaxing  every  penny's  worth  of 
productivity  out  of  every  dollar's 
worth  of  assets. 

At  First  Chicago  we're  going 
all  out  for  two-way  banking.  Be- 
cause we're  convinced  it's  the  most 
productive  approach  to  today's 


money  problems.  And  because 
we've  always  been  good  at  it. 

Step  1:  Having 
the  right  people. 

More  than  70  years  ago,  First? 
Chicago  set  a  policy  of  hiring 
people  whose  talents  went  beyond* 
banking.  We've  got  engineers- 
turned-banker,  farmers-turned- 
banker  and  oilmen-turned-bank- 
er. They  are  the  heart  of  our  two-  I 
way  banking  approach. 

Many  of  our  multi-talented 
people  work  out  of  our  15  industry 
loan  divisions  and  serve  the  speci 
fics  of  more  than  70  areas  of  busi- i 
ness  and  industry— everything 
from  aerospace  to  textiles,  cos- 
metics to  insurance. 


NORTH  AMERICA:  Atlanta;  Baltimore;  Boston;  Chicago;  Cleveland;  Houston;  Kansas  City;  Los  Angeles;  New  York;  San  Francisco;  Tbrot 

Geneva;  Leicester;  London;  Madrid;  Milan;  Munich;  Newcastle;  Paris;  Piraeus;  Rome;  Rotterdam;  Stockholm;  Warsaw.  MIDDLE  EAST:  Abu  Dhl 
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rhe  two-way  banking  street  ( cont . ) 

We  also  have  multi-talented 
•eople  in  our  9  regional  offices 
/ho,  working  with  local  banks, 
•ring  the  full  range  of  banking  ex- 
•ertise  to  regional  businesses.  Ex- 
porting in  San  Francisco.  Agri- 
iusiness  in  Kansas  City.  Elec- 
ronics  in  Los  Angeles. 

In  July  1973,  several  of  our 
ustomers  in  the  milling  industry 
ound  themselves  in  an  unusual 
ight-spot.  The  Russian  wheat 
leals  had  caused  the  wheat  fii- 
ures  market  to  go  wild.  Wheat 
trices  rose  from  $2.80/bushel  to 
>5.00/bushel  that  summer.  Some 
Anders  were  confused  by  the  un- 
jsualness  of  this  situation  and 
esitated  to  provide  funds  for 
heir  customers.  Our  agribusiness 
nding  officers  understood  in- 
tantly  and  our  customers  got 
dditional  funds  immediately.  In 
ict,  we  are  so  close  to  the  com- 
lodities  market  we  even  main- 
ain  an  office  at  the  Chicago  Board 
fTrade. 

Step  2:  Using 
all  the  tools. 

In  addition  to  the  complete 
ange  of  traditional  bank  tools, 
'irst  Chicago  provides  almost  any 
ind  of  financial  assistance  any 
:ind  of  company  could  need. 

Cash  Management.  Advice 
n  long-term  debt  placement.  Se- 
ured  financing.  Leasing.  Merger 
nd  Acquisition  advice.  Venture 
Capital.  Pension  and  Profit  Shar- 
ng  Management.  Bond  Services, 
teal  estate  consulting.  Plus  an 
titernational  operation  with  76 
retaliations  in  40  countries  to 
xtend  any  of  our  services  to  any 
Drner  of  the  world. 

Last  year  our  Cash  Manage- 
lent  experts  wrote  a  concise  guide 
)  the  techniques  of  Cash  Concen- 
ration,  Zero-Balance  Disbursing, 
re- Authorized  Checks  and  other 


cash  management  tools.  We  pub- 
lished it  and  to  date  over  10,000 
copies  have  been  requested  by 
financial  officers  all  over  America. 

Our  International  Banking 
Department,  has  published 
a  368-page  guide  to  U.S.  exporting. 
This  guide  provides  a  complete 
"how  to"  reference  source  for  ex- 
port-import techniques,  require- 
ments, and  trade  and  financing 
assistance  programs  available  to 
American  companies.  And  our  in- 
ternational people  won't  just  give 
you  this  book,  they'll  come  out 
and  show  your  people  how  to  use  it. 


Bruce  Erickson  and  James  Nylen  of  our 
Corporate  Services  Division  review  our  illus- 
trated explanation  of  cash  management  tech- 
niques that  is  now  in  use  by  over  10,000  financial 
executives  throughout  America. 


Step  3:  Going 
the  extra  mile. 

At  First  Chicago,  we  believe 
a  willingness  to  go  the  extra  mile 
is  the  sparkplug  of  two-way 
banking. 

Early  this  year  one  of  our  cus- 
tomers, in  the  highly  competitive 
electronics  industry,  was  on  the 
verge  of  closing  a  $2  million  sale 
to  a  British  company.  Our  custom- 
er, who  had  had  a  disappointing 
1974,  wanted  the- sale  badly.  But 
the  British  company  wanted  as- 
surance that  its  order  would  be 


completed  fully  and  on-schedule. 
Our  customer  was  afraid  the  poor 
showing  the  year  before  might 
prompt  the  British  company  to 
change  their  mind  about  the  sale. 
He  called  us.  We  called  our  Lon- 
don office  and  had  one  of  our  senior 
officers  pay  a  personal  visit  to  the 
British  company  that  same  day. 
The  sale  went  through  smoothly. 

Another  of  our  customers  in 
the  agri-industry  wanted  to  build 
a  new  $27  million  plant  and  was 
considering  a  20-year  long-term 
debt  placement.  Our  leasing  peo- 
ple felt  a  plant-leasing  setup 
might  work  better.  They  received 
the  customer's  cost  and  cash  flow 
projections,  did  an  analysis,  and 
in  less  than  two  weeks  came  back 
with  a  new  proposal.  That  propo- 
sal saved  our  customer  over  $14.6 
million  in  gross  financing  costs 
over  the  projected  20  year  period, 
with  a  present  value  savings  of 
over  $6  million. 

That's  what  happens  on  a 
two-way  banking  street.  A  street 
where  involvement,  creativity, 
mutual  understanding  and  loyal- 
ty are  routine.  Where  exceptional 
accomplishment  is  the  rule.  Isn't 
this  the  kind  of  banking  your  com- 
pany needs  to  become  more  pro- 
ductive in  these  exceptional  times? 

Take  the  first  step.  Call 
Dennis  Schreiber,  Office  of  the 
Vice  Chairman,  today.  Phone: 
(312)  732-6985. 


FirstChic 
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Productive  banking  for  productive  businesses. 


UROPE:  Amsterdam;  Antwerp;  Athens;  Bristol;  Brussels;  Cardiff;  Channel  Islands;  Dublin;  Duesseldorf;  Edinburgh;  Frankfurt; 

eirut;  Dubai;  Sharjah;  Tehran.  AFRICA:  Lagos;  Nairobi.  LATIN  AMERICA:  Bogota;  Caracas;  Guatemala  City;  Mexico  City;  Panama  City; 

ikarta;  Seoul;  Singapore;  Tokyo.  PACIFIC:  Manila;  Melbourne;  Sydney.  Member  FDIC.©1975  The  First  National  Bank  of  Chicago. 


Double  Gold-Plated  Bonds 

Some  public  housing  projects  have  been  disasters.  But 
their  federally  guaranteed  bonds  are  financial  successes. 


No,  you  can't  buy  U.S.  Government 
bonds  that  are  exempt  from  income 
taxes.  But  you  can  get  nearly  the 
equivalent  of  that  by  investing  in  pub- 
lic housing  authority  bonds  and  notes. 
These  are  local  government  securities 
and,  as  such,  their  interest  is  exempt 
from  federal  income  taxes.  Also,  they 
are  exempt  from  income  taxes  levied 
by  the  local  government.  What  makes 
these  public  housing  securities  so  at- 
tractive is  that,  unlike  other  tax-ex- 
empts, they  are  unconditionally  guar- 
anteed by  the  Federal  Government— 
federal  tax-exempts,  so  to  speak. 

Seeking  this  unparalleled  safety  and 
aftertax  yield,  investors  have  been 
gobbling  up  these  bonds  and  notes  as 
fast  as  they  are  offered.  In  early  No- 
vember, the  Federal  Government  mar- 
keted $612  million  in  housing  project 
notes  at  an  average  interest  rate  of 
3.2%  on  behalf  of  some  91  municipal 
housing  units.  (This  compares  with 
6%  for  Treasury  notes  of  similar  ma- 
turities but  lacking  the  tax  exemption 
feature.)  But  no  new  bonds  have 
been  issued  since  mid- 1974.  There's 
a  reason,  says  a  spokesman  for  the 
Department  of  Housing  &  Urban  De- 
velopment, which  is  the  government 
agency  that  coordinates  the  bond 
sales:  "We  didn't  want  to  sell  30-to- 
40-year  bonds  at  the  rates  in  excess  of 
6%  that  prevail  in  the  municipal  bond 
market  for  even  the  highest-grade  tax- 
exempts. ' 

A  sizable  chunk  of  the  $4.6  billion 
in  notes  currently  outstanding,  how- 
ever, could  well  be  turned  into  long- 
term  issues  during  the  next  few  years. 


Project  financing  by  local  public 
housing  authorities  typically  occurs 
in  two  phases.  First  the  Government, 
through  HUD,  guarantees  notes  sold 
by  the  local  authority  in  an  amount 
sufficient  to  pay  the  principal  and  in- 
terest on  the  notes  to  maturity.  What 
do  the  agencies  do  with  this  financ- 
ing? They  use  the  proceeds  to  pay 
project  development  costs,  or  to  re- 
fund outstanding  notes. 

Later,  at  or  near  completion  of  new 
construction  or  modernization,  local 
authorities  obtain  permanent  financ- 
ing by  issuing  long-term  bonds,  usual- 
ly 40-year  serial  issues.  So  even 
though  a  high  percentage  of  past  is- 
sues of  these  bonds  is  locked  away 
in  bank  trust  departments,  the  supply 
available  to  new  investors  seems  like- 
ly to  increase  in  the  not-too-distant 
future. 

In  any  case,  the  outstanding  past  is- 
sues of  these  bonds  add  up  to  some  $8 
billion  to  $8.5  billion,  with  all  kinds 
of  maturities  and  with  tax-free  yields 
that  often  exceed  5%  (see  table). 

Why  are  these  bonds  for  local  hous- 
ing projects  federally  guaranteed?  Be- 
cause starting  back  in  1937  the  Fed- 
eral Government  sought  to  help  local 
public  housing  authorities  build  and 
renovate  low-income  housing  projects. 
Without  such  a  federal  guarantee,  it 
would  have  been  difficult— if  not  im- 
possible—to sell  the  $10  billion-plus 
in  bonds  and  $60  billion  in  notes  is- 
sued since  then. 

Because  of  that  guarantee,  inves- 
tors lost  nothing  when  low-income 
projects    in    St.    Louis,    Detroit    and 


A  Sampler  Of  Gold-Plated  Bonds 

Approx. 

Housing  Authority 

Price 

Current 

Yield  to 

Issues 

Coupon 

Maturity 

(per  $100) 

Yield 

Maturity 

San  Francisco,  Calif. 

5% 

8/1/1999 

$  87.43 

5.70% 

6.00% 

Bridgeport,  Conn. 

2Va 

8/1/1982 

80.07 

2.70 

5.75 

Atlanta,  Ga. 

6 

5/1/2010 

100.00 

6.00 

6.00 

Chicago,  III. 

5 

6/1/1994 

84.94 

5.56 

5.90 

Louisville,  Ky. 

5 

11/1/1999 

90.31 

5.54 

5.75 

Minneapolis,  Minn. 

5 'A 

9/1/1996 

92.26 

5.69 

5.90 

Newark,  N.J. 

2% 

4/1/1978 

94.75 

2.77     • 

5.00 

New  York,  N.Y. 

Vh 

1/1/1983 

89.71 

3.90 

5.25 

New  York,  N.Y. 

4 

1/1/1995 

77.43 

5.17 

6.00 

Cincinnati,  Ohio 

Vh 

7/1/1983 

88.54 

3.95 

5.35 

Pittsburgh,  Pa. 

2 'A 

12/1/1990 

57.24 

3.93 

6.85 

Puerto  Rico 

5 

6/1/2006 

86.07 

5.81 

6.00 

Nashville,  Tenn. 

5 

8/1/1995 

91.23 

5.48 

5.75 

Austin,  Texas 

2V2 

1/1/1985 

77.48 

3.23 

5.70 

Seattle,  Wash. 

5 

3/1/1998 

85.60 

5.84 

6.20 

Source:  First  Albany  Corp,  prices 

a<  of  Nov.  10, 

I975. 

elsewhere  got  into  trouble.  By  con- 
trast, the  notes  (though  not  the  bonds) 
of  New  York's  state-sponsored  Urban 
Development  Corp.  temporarily  de- 
faulted, and  some  hitherto  gilt-edged 
housing  authorities  have  had  their 
creditworthiness  sharply  downgraded. 
In  early  November,  for  example,  some 
New  York  State  Housing  Finance 
Agency  and  Dormitory  Authority 
bonds  were  off  so  sharply  in  price 
that  they  were  yielding  11%  to  12%— 
at  a  time  when  4%  bonds  maturing  in 
1995,  marketed  by  the  Federal  Gov- 
ernment on  behalf  of  the  New  York 
City  Housing  Authority,  were  show- 
ing a  current  yield  of  just  5.17%  and 
a  yield  to  maturity  of  6%. 

We  Want  In 

The  state  housing  agencies  are  all 
too  keenly  aware  of  the  disadvantage 
under  which  they  operate  by  not  hav- 
ing access  to  a  federal  guarantee,  and 
they  are  currently  mounting  a  cam- 
paign to  have  the  guarantee  program 
expanded.  At  the  moment,  it  is  taking 
the  shape  of  pressure  on  HUD  to 
have  the  Government  assume  part  of 
the  risk  on  rehabilitation  ventures. 
The  director  of  the  Massachusetts 
Housing  Finance  Agency,  for  exam- 
ple, suggested  that  the  Federal  Gov- 
ernment, through  HUD,  assume  the 
second  15%  of  possible  loss  in  certain 
rehabilitation  projects  for  low-income 
renters,  with  the  state  government 
shouldering  the  first  10%.  But  no  one 
doubts  that  any  federal  accommoda- 
tion in  this  area  would  soon  be  fol- 
lowed by  mounting  pressure  for  fed- 
eral guarantees  of  state  housing  agen- 
cy securities. 

Another  advantage  of  the  current 
group  of  federally  guaranteed  hous- 
ing issues,  from  an  investor's  point  of 
view,  is  that  they  are  traded  in  an  ac- 
tive secondary  market  among  muni- 
cipal bond  dealers— and  at  reasonable 
spreads  to  boot.  The  typical  dealer's 
spread  on  the  notes  is  not  much  wider 
than  it  is  on  Treasury  notes,  while  on 
the  bonds  it  should  seldom  exceed  I'. '. 
or  $10  per  $1,000  of  face  value,  ai 
cording  to  Francis  H.  Trombly  Jr.  of 
First  Albany  Corp.,  an  Albany,  N.Y. 
regional  brokerage  house  that  special- 
izes in  municipal  and  corporate  bond 
research. 

Trombly  (who  compiled  the  table 
here;)  was  asked  why  more  securities 
dealers  did  not  promote  these  federal 
ly  guaranteed  ta\  exempts  to  their 
clients  as  opposed  to  the  often  more 
speculative— as  it  turned  out  "lull 
faith  and  credit"  municipals  or  the 
municipal   bond  funds?   I  lis  succinct 

answer:       "Yield.      The\       an        selling 
yield."   Chasing   yield   has   been    COStl) 

to  bond  investors.  Little  wonder  these 

federal    "municipals"    are    so    salable.  ■ 
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For  euery  three  guests, 
there  are  two  Hiltons. 


Came  visit 


"I  love  what  I'm  doing,  and 
I'll  keep  on  doing  it  as  long  as 
the  good  Lord  lets  me!  Some 
hotels  are  very  cold  places  —  we 
make  sure  the  Denver  Hilton 
isn't  like  that.  I  really  appreciate 
people  —  and  I  guess  they 
appreciate  me,  'cause  I've  gotten 
over  300  letters  of  thanks  from  people  who  I  first 
greeted  hefe  at  the  Hilton. 

A  warm  'hello'  from  someone  who  really  means 
it  —  that  can  mean  a  lot  to  a  traveller  who's  just  spent 
hours  on  a  plane  and  another  hour  or  so  in  a  taxi, 
fighting  traffic.  And  there  are  plenty  more  Hilton 
people  inside  our  hotel  to  pamper  you.  After  all,  for 
everv  three  guests,  there  are  two  of  us'.' 

Teddy  Jackson,  Doorman 
THE  DENVER  HILTON 


"People  expect  the  world  — 
and  I'm  glad  w  s  give  it  to  them. 
We  have  a  computer  set-up  (our 
own  Hiltron)  which  lets  me 
punch  up  all  sorts  of  information 
about  our  Hilton  cities.  Not  just 
f  |]&  HiltOnS         about  our  hotels,  but  also  what 

entertainment  is  in  town.  A 
businessman  can  plan  his  client  entertainment  from 
the  information  I  have  at  my  fingertips.  And  I  can 
plan  his  stay  in  the  next  city  he's  visiting,  with 
Hilton's  Continuing  Reservation  Service. 

It's  true.  For  every  three  guests,  there  are  two 
Hiltons.  That  means  we  can  serve  you  better.  And 
our  service  starts  the  minute  you  call  your  local 
Hilton  Reservation  Service,  or  your  travel  agent'.' 

Mary  Kay  Bumstead,  Hilton  Reservation  Service 
LOS  ANGELES 


"Our  huge  volume 

of  information  is  more 

manageable  with  eomputer- 


n 


based  text  processin 


As  businesses  expand,  the  information  needed  to  support  their  activities  grows  even 
faster.  In  many  eases,  manual  methods  of  managing  material  to  be  printed  just  can't  keep 
pace.  Locating  the  right  information  when  it  is  required  has  become  increasingly  difficult 
and  expensive. 

As  a  solution,  IBM  has  developed  two  text  processing  and  retrieval  program  products 
that  can  help  industry  and  government  organize,  simplify  and  improve  information  handling. 
They  make  it  possible  to  store,  retrieve  and  modify  vast  amounts  of  printed  text  efficiently 
and  accurately.  Here  two  organizations  report  on  their  experiences  with  text  processing  and 
retrieval  using  IBM  System/370  computers. 

At  Chas.T.  Main,  Inc.,  "we  can  edit  and  produce 
customized  engineering  specifications  far  more  quickly." 

"Producing  specification  reports  on  deadline  once  resulted  in  constant  overtime.  But 
since  we  started  using  ATMS  (Advanced  Text  Management  System ),  weVe  totally  eliminate<  1 
costly  clerical  overtime','  says  Nicholas  Bachynski,  vice  president  and  treasurer  of  Chas. 
T.  Main,  Inc.  In  the  course  of  designing  major  construction  projects,  the  Boston-based  en- 

■■Wfc    1 


('has.  T.  Main,  Inc.,  an  international  engineering  firm,  designs  and  manages  a  wide  range  of  construction  proj\  cts 
with  computer-based  text  processing. 


gineering  firm  produces  over  20,000  pages  of  spec- 
ifications annually. 

ATMS  enables  Chas.  T.  Main,  Inc.  to  store  thou- 
sands of  pages  of  "master  specs"  in  a  Model  145,  ready 
for  immediate  reference.  Previously,  these  specs  were 
scattered  throughout  the  company. 

Now,  engineers  in  any  department  can  get  any  de- 
sired section  of  any  master  typed  quickly.  Revisions 
up-dating  the  master,  or  modifying  it  to  fit  a  specific 
assignment,  can  be  entered  through  an  IBM  terminal. 
The  original  text  need  never  be  retyped  or  reproof - 
read. 

"With  ATMS,  we  can  edit  and  produce  customized 
engineering  specifications  far  more  quickly,"  says 
Bachynski. "We've  improved  turnaround  time  by  60%. 

"Compared  with  the  past ,  our  huge  volume  of  infor- 
mation is  more  manageable  with  computer-based  text 
processing'.' 


". 


BIOSIS  information  specialist 

Kay  Durkin  formulates  a  retrieval 

strategy  using  STAIRS. 


At  BIOSIS,  we  can 
retrieve  information  in  minutes!' 


A  biologist  searching  for  data  to  solve  a  research 
problem  faces  a  time-consuming  task.  Using  published 
indexes  to  the  tens  of  thousands  of  scientific  journals 
published  annually  in  biology  and  bio-medicine  can 
consume  hours  of  valuable  research  time. 

Now,  the  task  can  be  far  easier.  A  non-profit  or- 
ganization in  Philadelphia,  BioSeiences  Information  Service  of  Biological  Abstracts  (BIOSIS) 
provides  researchers  with  customized  searches  to  millions  of  articles  accessed  by  its  Model 
145  virtual  storage  computer.  The  citations  are  compiled  from  indexes  and  text  from  Biological 
Abstracts,  BioResearch  Index  and  other  reference  publications  compiled  by  BIOSIS. 

Searches  of  citations  for  the  current  year,  for  which  demand  is  particularly  heavy,  are  made 
with  STAIRS,  (Storage  and  Information  Retrieval  System). "Using  STAIRS,  we  can  retrieve 
information  in  minutes''  says  information  specialist  Kay  Durkin.  "A  bibliography  resulting 
from  the  search  appears  on  our  IBM  3270  display  terminal.  If  the  results  are  too  bi  oad,  we  can 
easily  make  changes  to  provide  more  specific  answers'.' 

STAIRS  does  not  require  a  special  vocabulary.  Almost  any  type  of  query  can  be  formed 
with  a  few  simple  commands  and  key  words  selected  from  the  question  itself. 

"Our  search  requests  have  quadrupled  during  the  past  decade','  says  Mrs.  Durkin.  "The 
precision  and  speed  provided  by  STAIRS  enables  us  to  serve  the  biological  community 
efficiently!' 

For  further  information,  call  your  local  IBM  Data  Processing  Division  office.  Or  write 
IBM  Corp.,  Dept  83F-FO,  1133  Westchester  Avenue,White  Plains,  N.Y.  10604 


Computers  help  get  things  done. 


IBM 

Data  Processing  Division 


Time  to  call  Talcott. 


Your  inventory  is  snowing  you  under 
and  you've  got  to  moveTt: 

Better  get  some  fresh  salesmen  out  ther 
fast  to  give  you  a  hand. 

But  that  will  take  a  flurry  of  cash.  And 
yours  is  still  frozen  in  plant  expansion. 

Time  to  call  Talcott. 

We  specialize  in  helping  businessmen 
shovel  out  from  financial  problems. 

Talcott' s  Business  Finance  Division 
will  loan  you  the  working  capital  to 
keep  you  from  ending  up  over  your 
head. 


Uh  oh!  Your  troubles  are  about  to 
snowball.  Competition  is  trying  to  bury 
you  with  price  cuts. 

And  sales  seem  to  be  drifting. 

Better  get  new  product  development 
moving  before  you  get  in  deeper. 

Still  time  to  call  Talcott. 

Our  Business  Finance  Division  can  help 
put  your  competition  on  ice  and  thaw 
out  collateral  you  didn't  think  you  had. 

In  addition  to  Business  Financing,  we 
offer  Factoring  and  Computer  Leasing. 
We  also  issue  Commercial  Paper. 

Remember,  if  you're  out  in  the  cold, 
call  us.  We  won't  give  you  a  snow  job. 

For  more  information,  contact  James  Talcott,  Inc.,  Business  Finance 

Division,  Oakbrook  North,  Oak  Brook,  Illinois60521  (312)654-3850. 

Or  call:  Atlanta  (404)  658-1 160.  Boston  (617)542-8766. 

Chicago  (3 12)  782-9044.  Dallas  (214)  742-2546.  Detroit  (3 1 3)  962-8600. 

Los  Angeles  (213)  620-9200.  Miami  (305)  377-9561 . 

Minneapolis  (6 1 2)  339-77 1 1 .  New  York  (2 1 2)  956-2940. 

St.  Louis  (3 14)  878-9863.  West  Orange,  N.J.  (201)  325-2200. 


Still  time  to  call  Talcott 


A  Modest 
Proposal 


An  American  TV  reporter  and  cam- 
era crew  breezed  into  Mauritania 
in  North  Africa's  famine  belt  last 
year.  Over  an  excellent  dinner,  the 
reporter  kept  pleading  with  her 
hosts,  a  Western  couple  living  there, 
to  help  her  get  the  one  thing  she 
needed  to  make  her  story.  She  kept 
saying:  "All  I  need  is  one  body; 
can't  you  help  me  find  it?" 


In  future  years  this  journalist  and 
others  like  her  won't  have  to  look 
very  hard.  Listen  to  Dr.  William  C. 
Paddock,  54,  a  respected  agricultural 
consultant  and  author  of  the  forth- 
coming Time  of  Famine. 

This  year  world  food  consumption 
is  estimated  at  950  million  metric 
tons,  12  million  metric  tons  more  than 
production.  What's  more,  only  U.S. 
production  increased  last  year  (by 
some  40  million  metric  tons ) ;  aggre- 
gate production  in  the  rest  of  the 
world  dropped  21  million  metric  tons, 
despite  relatively  good  weather. 

Overall,  world  food  reserves  will 
drop  from  100  million  metric  tons 
this  year  to  90  million  at  the  start 
of  next  year.  Meanwhile,  the  hungry 
and  the  starving  are  with  us  still- 
some  2  billion  strong,  and  growing. 

Paddock  says  there  is  a  solution, 
though  a  cruel  one.  If  nothing  else, 
the  very  severity  of  his  suggestion 
should  serve  as  a  reminder  of  how 
serious  world  overpopulation  is. 

Paddock's  conclusion  simply  put: 
We  will  have  to  let  people  starve  to 
death  in  societies  that  fail  to  cut  their 
birthrates. 

How  do  you  justify  starving  peo- 
ple to  death  when  American  stomachs 
are  full  and  in  some  cases  bulging? 

Paddock  retorts  that  it  is  no  longer 
a  matter  of  justification,  but  of  fac- 
ing reality:  "If  everyone  in  the  world 
had  the  same  amount  to  eat,  we'd 
all  be  hungry,  if  not  starving.  The 
only  cushion  the  world  has  had  in 
the  last  20  years  has  been  the  extra 
production  of  the  U.S.,  and  our  re- 
serves are  all  gone." 

Seated  in  a  New  York  hotel,  the 
gentleman  farmer,  who  now  makes  his 
home  in  the  Bahamas,  went  on  to 
argue  that  frequent  famines  are  in- 
evitable—"The  only  question  is  when. 
You  only  increase  the  amount  of  hun- 
ger in  the  world  by  feeding  every- 
one, because  you  increase  the  num- 
ber of  the  hungry." 

Paddock  sees  the  cruelty  that  is 
inherent   in   his   logic,   but   he   adds: 


Agriculture  Consultant  Paddock 

"There  are  no  nice  solutions." 

Paddock  rejects  all  hope  of  the 
so-called  less-developed  countries 
(LDCs)  becoming  developed  enough 
for  their  birthrates  to  fall  naturally, 
as  happened  in  Japan  and  in  the 
West.  Today's  LDCs  are  getting  poor- 
er, not  richer,  he  contends— if  you 
look  at  wealth  in  terms  of  a  coun- 
try's ability  to  support  its  own  peo- 
ple: "But  that  fateful  truth  hasn't 
become  apparent  to  them,  because 
they've  always  been  able  to  fall  back 
«on  the  U.S. 

"Take  India,"  he  says.  "According 
to  President  Johnson,  we  kept  60  mil- 
lion Indians  alive  back  in  1965  and 
1966  when  we  sent  over  16  million 
tons  of  grain.  If  India  had  seen  60 
million  people  starve  to  death,  she'd 
be  a  different  country." 

But  what  can  India  do?  ("We  can't 
follow  people  into  their  bedrooms," 
Prime  Minister  Indira  Gandhi  told  a 
Forbes  editor  a  few  years  back. ) 

Paddock  concedes  that,  but  goes 
on  to  say  that  tax  policies  or  the  way 
benefits  are  parceled  out  in  a  sub- 
sistence economy  can  be  remarkably 
effective.  The  tall,  distinguished-look- 
ing man  adds:  "Look  at  Russia, 
where  lots  of  married  people  have 
to  live  with  their  parents,  and  they 
tend  to  have  fewer  children.  I'm  not 
advocating  that.  But  birth  control 
isn't  just  the  availability  of  contra- 
ceptives. It  depends  on  the  entire 
environment:  social  attitudes,  eco- 
nomic benefits  or  penalties.  With  a 
definite   population   goal   in   mind,   a 


country  could  influence  its  people  to 
want  fewer  children." 

How?  Isn't  that  just  a  theoretician 
talking— not  a  practical  politician  or 
the  proud  father  of  a  newborn  son? 
Yes,  but  Paddock  insists  that  true  hu- 
manity consists  not  in  trying  to  keep 
everybody  alive,  but  in  helping  only 
those  who  have  a  reasonable  chance 
of  helping  themselves.  A  fair  analogy 
might  be  the  overworked  military  doc- 
tor who  ignores  the  dying  to  give  his 
attention  to  those  with  a  chance  of 
pulling  through. 

It  was  a  crime,  Paddock  says,  for 
President  John  Kennedy  to  deplete 
U.S.  food  reserves  to  help  India  get 
through  the  Sixties.  It  was,  he  says, 
politics,  not  humanity,  that  really  mo- 
tivated the  move.  "Those  full  food 
bins  were  a  political  embarrassment, 
visible  evidence  of  a  supposedly  mal- 
functioning subsidy  program." 

Then,  later  Administrations  literal- 
ly sold  the  bins,  so  w.  would  not  face 
the  embarrassment  again.  The  result, 
he  says,  was  to  lessen  pressure  on  In- 
dia to  take  drastic  steps  on  its  own. 

"That  was  simply  irresponsible.  The 
food  bins  are  gone.  Now,  without  re- 
serves on  hand,  come  one  bad  year 
and  we  won't  even  be  able  to  supply 
the  people  who  can  pay,  like  Japan, 
and  who  are  counting  on  us  too." 

Our  mistake,  Paddock  says,  was 
giving  food  away  without  demanding 
that  the  recipients  make  a  commit- 
ment to  slow  down  their  population 
growth.  That  way  we  ended  up  en- 
couraging  population    growth.    From 
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now  on,  he  argues,  we  should  help 
only  those  who  are  willing  to  help 
tli.  by  curbing  population. 

That  would  put  the  U.S. -the  old 
poi  of    the    world— in    a    new 

role  as  stork-killer.  You  can  almost 
hear  the  outraged  public  reaction: 
Spokesmen  for  the  poorer  countries 
crying  "genocide"  and  "racism."  The 
U.S.  Information  Agency  libraries 
would  burn,  the  Hilton  hotels  would 
be  looted  and  the  Coke  signs  would 
be  torn  down.  But  Paddock  contends 
that  someone  must  assume  that  tough- 
guy  role  for  everybody's  good.  We 
are  the  logical  ones,  whether  we  like 
it  or  not. 

He  The  consequences  of  this 

foolish,  hopeful  humanitarianism  have 
already  produced  a  tremendous  rness. 
Before  World  War  II,  Asia,  Africa 
and  Latin  America  were  net  export- 
oi  food.  Now  they're  importers. 
And  that's  not  because  they're  like 
Japan,  selling  manufactured  goods  in 
return  for  commodities.  They  are  still 
largely  dependent  on  agriculture." 

The  New  York  Times,  in  consider- 
ing the  issue  last  January,  posited: 
".  .  .  if  we  turn  our  backs  on  the 
world's  starving  because  we  have  not 
summoned  the  will  to  provide  effec- 
tive help  regardless  of  its  cost,  it  will 
be  at  a  bitter  loss  in  self-esteem,  no 


matter  how  sophisticated  our  ethical 
justifications." 

That  misses  the  point  entirely,  Pad- 
dock counters.  It's  not  a  question  of 
will.  Money  can't  create  food— or  fer- 
tilizer or  rainfall  or  sunshine.  It  can 
only  apportion  them  and  the  benefits 
they  produce. 

He  dismisses  the  possibility  that 
scientists  will  come  up  with  the  an- 
swer. He  has  heard  it  all  before:  "Al- 
most all  that  kind  of  information 
comes  from  the  foreign  aid  people. 
As  a  communications  person,"  he  tells 
Forbes,  "you  must  know  there's  a 
PR  man  somev/here  when  you  see  all 
these  stories  about  'miracle  rice,'  'won- 
der wheat'  and  whatnot.  I've  worked 
on  all  of  these,  and  none  of  them  has 
met  expectations." 

Missing  The  Point 

For   instance,   he     ays,    there   was 

a  big  spurt  m  world  production  of  food 
in  1969  and  1970,  but  most  of  that 
carne  from  an  improvement  in  the 
weather.  Everyone  glo~  ed  over  that. 

'"Sure,  some  of  these  grain  varieties 
can  increase  the  yield  400%,  but  only 
on  small  plots.  They  can't  increase 
[total]  production  400%.  That's  the 
point  everyone  misses." 

He  adds:  "Counting  on  a  'green 
revolution'  or  'wonder  wheat'  or  even 


yeast  from  petrochemicals  to  save  the 
world  from  hunger  is  like  telling  a 
cancer  patient  to  see  a  witch  doctor. 
It  just  compounds  the  problem  and 
at  the  same  time  prevents  it  from  be- 
ing solved." 

As  he  sees  it,  the  only  way  to  lick 
overpopulation  is  to  withhold  nour- 
i  shment— literally . 

"People  keep  saying,  'Gosh,  if  we'd 
give  up  one  hamburger  a  week.' 
Or,  'If  we  stopped  eating  meat,  we 
could  feed  800  million  more  people  a 
year.'  That's  true,  but  the  world  pop- 
ulation is  growing  at  90  million  peo- 
ple a  year.  In  nine  years,  what  do  we 
do  for  an  encore?" 

Paddock's  arguments  bring  to  mind 
Jonathan  Swift's  satirical  solution  to 
the  problem  of  Irish  poverty  in  the 
18th  century:  that  the  British  curb 
the  growth  of  the  Irish  population 
by  eating  Irish  babies,  this  being  the 
Emerald  Isle's  only  exportable  sur- 
plus. Swift  was  using  satire  to  scold 
the  British  people  for  the  follies  of 
their  government's  Irish  policies.  The 
difference  is  that  Paddock  is  serious— 
not  about  eating  babies,  but  about 
coldly  letting  them  die. 

The  point  is  not  that  William  Pad- 
dock is  a  callous  man,  but  that  the 
world's  overpopulation  crisis  is  that 
desperate.    ■ 


WE  HAVE 

1,699  MORE  JUST 

LIKE  IT. 


The  store  is  a  Sherwin-Williams  Decorating  Center.  And  its  company- 
owned,  like  all  our  stores  are. 

It  sells  profitable  carpeting,  beautiful  wallcoverings,  the  very  best  paints. 
Like  all  our  stores  do.  And  most  of  our  stores  have  a  decorator  on  staff  whose 
services  are  free. 

If  the  fact  that  Sherwin-Williams  is  a  leading  retailer  surprises  you,  it 
really  shouldn't. 

Look  at  all  the  other  things  we're  in  that  have  nothing  to  do  with  paint. 
Colorants  for  textiles.  Aromas  for  perfumes  and  cosmetics.  Spray  cans.  And  more. 

When  you  have  1,700  stores,  you're  used  to 
thinking  big. 


©—  1975  The  Sherwin-Williams  Company 
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Products  Liability  Insurance. 

Because  to  err  is  human, 
and,  unfortunately,  expensive. 
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It's  not  uncommon  for  a  court  judgment  to  go  against  a  company  to  the  tune  of 
five  hundred  thousand  dollars.  Or  one  million.  Or  even  two. 

And  it's  lawsuits  like  these  that  can  seriously  jeopardize  a  company's  well-being.  Often 
they're. caused  by  the  tiniest  manufacturing  flaw  in  a  company's  product. 

Which  is  why  it  makes  good  sense  to  talk  to  Alexander  &  Alexander  about 
Products  Liabilty  Insurance.  As  one  of  the  world's  leading  insurance  brokers,  we'll  calculate 
your  risks  and  perhaps  suggest  ways  to  improve  your  quality  control.  And  help  lessen 
the  chance  of  a  lawsuit  ever  occurring. 

Products  Liability  Insurance.  Even  if  you  have  it,  we'll  evaluate  the  extent  of  your 
exposure  to  make  sure  you  have  the  proper  coverage. 

If  your  insurance  broker  isn't  advising  you  on  this  important  coverage,  maybe 
you've  outgrown  him.  And  maybe  you  should  talk  to  us. 

Alexander  &  Alexander  Inc.,  Information  Services,  Dept.  B,  1185  Avenue  of  the 
Americas,  New  York,  N.Y.  10036.  Al^von/^AH 
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Mice  Try 

To  Goodrich's  rescue  rode 
ex-oHman  Pen  Thomas. 
He  strove  valiantly,  but  the 
damsel  remains  in  distress. 

O.  Pendleton  Thomas,  the  former 
Atlantic  Richfield  oilman  who  now 
heads  Akron,  Ohio's  B.F.  Goodrich 
Co.,  concedes  that  he  didn't  know 
much  about  Goodrich  before  he  took 
charge  in  1971.  That's  about  as  close 
as  he'll  come  to  conceding  any  regret 
o\  er  taking  his  $415,000-a-year  job. 

This  much  he  will  say:  "I  am  very 
dissatisfied  with  our  performance." 

Well  he  might  be.  In  1974,  the  best 
earnings  year  American  corporations 
have  had  in  a  long  time,  Goodrich 
netted  less  than  8%  on  stockholders' 
equity.  This  year  Goodrich  will  be 
lucky  to  earn  $25  million  on  sales  of 
about  $1.9  billion;  that's  less  than  2% 
on  sales  and  less  than  4%  on  equity. 

Goodrich  was  a  lagging  company 
when  Thomas  took  it  over  in  1971. 
It  is  still  lagging.  Its  stock  currently 
sells  at  a  mere  40%  of  book  value. 

Has  Pen  Thomas  failed?  A  valid 
question.  However,  it  would  be  too 
pat  to  blame  it  all  on  the  chief  execu- 
tive. Some  big  companies  are  chron- 
ically sick.  There  are  no  miracle  cures 
available  for  them.  Goodrich  may 
well  be  such  a  company. 

Its  biggest  problem  is  tires.  At  $1 
billion  in  sales,  they  are  the  guts  of 
its  business,  but  currently  net  only 
a  penny  or  so  on  the  dollar.  The 
trouble  is  that  $1  billion,  spread 
across  a  full  line  of  tires,  isn't  enough. 
It  is  a  drop  in  the  bucket  compared 
with  Goodyear's  $4.2  billion  in  tires 
or  Firestone's  $3  billion.  These  Big 
Two  call  the  tune;  Goodrich  and  the 
other  also-rans,  like  Uniroyal,  must 
dance  to  it.  When  Goodyear  decrees 
a  product  revolution  like  radials— or, 
before  that,  bias-belted  tires— Good- 
rich must  follow,  whether  it  is  ready 
or  not.  That's  what  happened  last  year 
and  it  cost  Goodrich  dearly.  When 
Goodyear  or  Firestone  decide  to  slash 
prices,  Goodrich  must  match  them— 
or  sacrifice  pait  of  its  already  meager 
8%  to  9%  market  share. 

Tire  sales,  moreover,  go  up  by  only 
2%  to  3%  a  year.  That  hurts  Goodyear 
and  Firestone,  too,  but  they  have 
far  larger  volumes  over  which  to 
spread  their  costs.  And,  thanks  to 
their  large  market  shares,  they  can 
control  prices.  They  can  make  up  for 
slow  growth  with  better  profit  mar- 
gins. Goodrich,  with  a  relatively 
small  volume  to  absorb  se'ling  and 
developmental      overhead      and      al- 


Thomas  of  B.F.  Goodrich 


most  no  control  over  prices,   cannot. 

"We  recognize  that  tires  are  not 
going  to  be  a  significant  growth 
area  for  us,"  says  Thomas,  "and  that 
profit  margins  will  continue  to  follow 
a  difficult  trend." 

Goodrich  has  its  hands  full  in  chem- 
icals, too.  True,  it  is  the  market  leader 
in  polyvinyl  chloride,  and  turns  out 
enough  specialty  PVC  resins  to  give 
profit  margins  a  boost.  But  it  is  in- 
ordinately dependent  on  PVC  and  its 
limited  line  of  other  chemicals. 
When  a  downdraft  comes  in  the  PVC 
market,  it  can  take  the  whole  com- 
pany down.  Witness  this  year. 

Tire  profits  have  improved  during 
the  first  nine  months  to  40%  of  the 
company's  total,  from  less  than  5%  in 
1974.  But  not  that  much.  They  only 
seem  to  be  chipping  in  more  because 
Goodrich's  chemical  earnings  have 
been  devastated.  With  customers  un- 
loading inventories  and  its  own  plants 
running  at  just  60%  to  70%  of  capac- 
ity, chemical  profits  dropped  75%  dur- 
ing the  first  nine  months.  In  the  bar- 
gain, Goodrich's  total  earnings  were 
down  by  almost  60%,  from  $2.48  per 
share,  to  $1.05. 

"We  like  the  balance  our  chemical 
business  gives  us,"  says  President 
John  Ong,  "but  I  must  say  it  hasn't 
shown  up  much  in  our  earnings." 

New  Perils  In  PVC 

Now,    Goodrich    faces    two    other 

handicaps  in  chemicals.  One  is  the  $42 
million  of  nonprofit-producing  capi- 
tal it  had  to  pump  into  its  PVC  fa- 
cilities recently  to  prevent  fumes  from 
killing  off  more  workers.  The  other  is 
more  ominous:  Two  of  its  biggest 
PVC  customers,  Georgia-Pacific  and 
Certain-teed  Products,  who  have  ac- 
counted for  a  good  deal  of  its  sales, 
have  built  their  own  plants. 

Goodrich's  third  product  area,  in- 
dustrial goods,  includes  some  fairly 
strong  performers,  especially  con\<\ 
er  belts.  But  together  they  add  up 
to  only  20%  of  total  sales.  So  while 
profits  from  them  rose  in  the  first 
nine     months     of     1975,     they     added 


less  than  $3  million  to  Goodrich's  net. 

There  clearly  isn't  much  that  Pen 
Thomas  can  do  about  the  cycles  in 
chemicals  and  industrial  products. 
His  real  target  of  opportunity,  then, 
is  the  tire  business,  where  Goodrich 
is  employing  huge  amounts  of  capital 
—for  perennially  mediocre  returns. 

It  will  help  that  Thomas  finally 
closed  down  Goodrich's  aging  West 
Coast  tire  plant,  taking  in  the  process 
a  $7-million  write-off  that  severe- 
ly penalized  third-quarter  earnings. 
What  difference  the  recent  early  re- 
tirement of  Executive  Vice  President 
Gerald  Alexander  will  make  remains 
to  be  seen.  The  tire  subsidiary  re- 
ported to  Alexander.  Says  Ong,  who 
has  replaced  another  early  retiree, 
former  President  Harry  B.  Warner: 
"You  don't  make  dramatic  improve- 
ments in  a  business  that's  growing  by 
only  2%  to  3%  a  year." 

Which  brings  us,  of  course,  to  the 
really  big  question:  Why  not  get  out 
of  the  tire  business  entirely  and  con- 
centrate Goodrich's  capital  on  the  far 
more  promising  chemical  and  indus- 
trial products  divisions?  The  answer 
is  that  getting  out  is  easier  said  than 
done.  Who  would  want  to  buy  an 
ailing  tire  company?  The  bigger  tire 
companies  might  be  interested,  but 
the  Justice  Department  would  almost 
surely  block  it.  Liquidate  it?  How 
do  you  liquidate  a  $1 -billion  tin 
company  employing  around  30,000 
people  and  owning  more  than  a  lew 
marginal  plants?  But  scrapping  parts 
of  it  is  possible.  That's  currently  under 

debate  at   Akron   headquarters. 

So  Goodrich,  lor  all  of  Pen  Thomas 
efforts,  reels  from  crisis  to  crisis 

Chicago  conglomerator  Hen  W.  I  lei 

neman  tried  to  grab  control  ol  Good 
rich  in  1969,  apparently  attracted  l>\ 
its  large  assets.  He  lost  the  battle,  DUl 
in  another  sense  he  won,  because 
Goodrich  nndei  an\  management 
would  probably  hire  no  better 

Ten  Thomas  knows  things  now  he 
didn't  know  when  he  look  o\  er  the 
job.  He  knows  that  some  problems 
,n<    solvable,  while  others  a'e  not.    ■ 
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How  one  Chemical  Bank  lease  helped 

TMA  build  the  largest  and  most 
profitable  world-wide  jet  cargo  airline. 


Twenty  years  ago,  Trans  Mediterranean 
Airways  was  a  fledgling  air  cargo  carrier  that 
operated  locally —  primarily  on  the  tenacity 
of  its  founder,  Mr.  Munir  Abu  Haidar. 
The  entire  fleet  consisted  of  two  rented  York 
Aircraft  serving  remote  oil  outposts  in  the 
desert.  By  1972, 
TMA  had  grown 
to  the  point 
where  it  could 
offer  round-the- 
world  service. 
That's  when 
Chemical  Bank 
entered  the  picture 
through  its  inter- 
national leasing 
company,  Chemco 
International 
Leasing,  Inc. 

Chemical 
worked  out  a 
specially  tailored 
financing  package 
that  included 
buying  four  707  s 
and  leasing  them 
toTMA.This 
enabled  TMA  to  continue  its  world-wide 
growth  without  tying  up  working  capital.  And 
the  airline  from  which  Chemical  purchased 
the  jets  was  able  to  vastly  improve  its 
cash  flow. 

Today,  TMA  is  the  largest  round-the- 
world  scheduled,  all-cargo  jet  airline.  They 
carry  virtually  everything  from  heavy  machin- 
ery to  high-strung  thoroughbred  horses. 

What  to  lease  and  why. 

TMA  is  just  one  of  Chemical's  major 
leasing  projects.  Through  our  leasing 
subsidiaries,  we're  involved  world-wide  in 
leasing  everything  from  tankers  to  complete 
plants  and  equipment. 

You  can  lease  virtually  any  kind  of 
uipment  your  business  needs.  And  leasing 


has  a  number  o{  advantages  beyond  preserving 
working  capital.  You  pay  for  equipment  at  today's 
prices  with  tomorrow's  dollars.  Leases  are  tailored 
to  meet  your  own  cash-flow  requirements.  And 
you  may  obtain  certain  tax  benefits  you  don't 
have  with  traditional  financing.  But,of  course,  every 

case  is  unique  and 
you  should  discuss 
it  with  one  of  our 
leasing  experts  be- 
fore you  go  ahead. 

Leasing 
from  Montreal 
to  Milan* 

Our  leasing 
affiliates  currently 
have  offices  in 
New  York, 
Chicago,  Toronto, 
Montreal,  Amster- 
dam, Brussels, 
Frankfurt,  Hong 
Kong,  London, 
Manila,  Milan, 
Mexico  City, 
Sao  Paulo,  and 
Zurich.  If  you're 
not  in  any  of  these  cities,  just  contact  the  nearest 
Chemical  Bank  branch  or  representative  office. 

Our  world-wide  network* 

Main  Office:  20  Pine  Street,  New  York, 
New  York  10015.  Beirut,  Bermuda,  Birmingham, 
Bogota,  Brussels,  Buenos  Aires,  Caracas, 
Channel  Islands,  Chicago,  Dubai,  Frankfurt, 
Hong  Kong,  Jakarta,  London,  Madrid,  Manila, 
Mexico  City,  Milan,  Monrovia,  Nassau,  Paris, 
Rio  de  Janeiro,  Rome,  San  Francisco,  Sao  Paulo, 
Singapore,  Sydney,  Taipei,  Tehran,  Tokyo, 
Toronto,  Vienna,  and  Zurich. 

Chemical  Iaivk 

International  business:  When  needs 
are  financial,  the  reaction  is  Chemical. 
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Remember  when  a  wooden  slide  rule 

was  the  key  to  higher  math? 

Rockwell  technology  helped  change  all  that. 


Now  more  and  more  students  are 
using  the  keys  of  an  electronic 
slide  rule  calculator  to  help  unlock 
the  mysteries  of  advanced  math. 
And  many  of  the  models  they're 
usin< 

complete  calculator  lines  in  the 
industry  —  Rockwell's.  Rockwell 
International  —  the  same  com- 
pany whose  microelectronic  cir- 
cuits, originally  developed  for 
aerospace,  helped  make  such 
calculators  possible. 

That's  Rockwell  technology  for 
Jjojrtt  starts  as  a  process  and 
winds  up  in  a  product.  And  since 
we  have  so  marry  varied  product 
areas  that  dovetail  technologi- 
cally, an  advance  in  electronic 


technique  or  in  a  design  or  man- 
ufacturing process  can  frequently 
be  applied  from  one  area  to 
another.  From  our  aerospac 
electronic  operations,  for  in 


sets  and  major  household  ap- 
pliances, and  Rockwell  powe 
tools).  Or  to  our  automotive  or 
industrial  products. 

The  result?  Rockwells  tech 
keeps  making  our  down -to- 
products  work  harder  —  and 
better  —  for  you. 
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Internal 


''gete  down  to  business 
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For  more  about  us,  write  forour  annual  report.  Rockwell  International,  Dept.  815R,  600  Grant  Street,  Pittsburgh,  PA  15219. 


The  British  (Columbia)  Disease 


The  world  boom  in  raw  materials 
made  socialism  look  good 
in  British  Columbia. 
The  boom  is  over  and 
the  bills  are  coming  due. 


The  supermarket  checkout  girls  were 
striking  for  $16,536  a  year  in  wages. 
Butchers  want  $21,000;  hospital  or- 
derlies demand  over  $15,000.  Last 
year  the  average  working  wage  soared 
18%,  yet  this  summer  irate  workers 
closed  factories  for  weeks  on  end  de- 
manding more.  Not  just  6%  more.  But 
30%,  50%,  even  90%  increases. 

New  York  City?  Great  Britain? 
Neither.  This  is  socialist-ruled  British 
Columbia,  Canada's  sparsely  populat- 
ed westernmost  province. 

High  and  climbing  wages  are  only 
part  of  the  picture.  A  hospital  bed 
in  the  province  costs  $1  a  day.  There 
are  free  drugs  for  the  elderly  and  a 
guaranteed  $250  a  month  for  every- 
one over  60.  The  avowedly  socialistic 
New  Democratic  Party  government 
spends  lavishly  on  parks  and  other  rec- 
reational facilities.  Spending  on  health, 
education  and  welfare  has  doubled 
in  just  three  years.  Meantime,  taxes 
are  among  the  lowest  in  Canada.  All 
this  is  pleasant,  but  it  is  also  expen- 
sive. ("Welfare-B.C.'s  No.  One  In- 
dustry," opposition  bumper  stickers 
proclaim. ) 

British  Columbia  is  able  to  afford 
$318-a-week  supermarket  clerks  and 
free  hospital  care  because  of  the  great 
boom  in  industrial  materials  during 
the  last  decade.  British  Columbia  is  a 
treasure  trove  of  timber  and  copper 
and  natural  gas.  As  prices  for  these 
products  soared,  so  did  the  province's 
corporate  tax  bite.  It  was  $80  million 
in  fiscal  1972;  in  the  fiscal  year  that 
ended  this  March  corporate  tax  rev- 
enues had  jumped  to  $267  million. 

What  this  meant  was  that  the  gov- 
ernment could  pass  the  goodies  around 
to  the  voters  without  having  either  to 
tax  them  heavily  or  resort  to  deficit 
spending.  And  pass  them  around  it  did. 

It  all  began  in  1972  when  the  New 
Democratic  Party  swept  into  power 
on  a  platform  promising  shorter  work- 
ing hours,  more  government  services 
and  a  soak-the-corporations  policy. 
Then  came  a  brilliant  piece  of  luck. 
The  predecessor  government,  run  by 
the  rather  conservative,  small  shop- 
keeper-oriented Social  Credit  Party, 
had  openly  encouraged  industrial  de- 
velopment. It  poured  tax  revenues  in- 
to new  roads,  railways  and  hydro- 
electric dams  to  open  the  heavily  for- 


ested interior,  aiding  a  big  expansion 
of  the  pulp,  lumber  and  mining  in- 
dustries—just in  time  for  the  coming 
of  the  big  boom. 

The  Socialists  took  power  just  in 
time  to  cash  in  on— and  take  credit 
for— the  prosperity.  By  soaking  busi- 
ness they  could  avoid  soaking  the  tax- 
payer to  pay  for  the  handouts  and 
the  high  wages.  The  money  poured 


in  even  faster  than  the  spenders  in 
Victoria  could  dispose  of  it.  The  prov- 
ince ended  most  recent  fiscal  years 
with  healthy  surpluses. 

Even  Mark  Eliesen,  B.C.'s  Cabi- 
net adviser,  admits:  "We  have  a  gold- 
en horseshoe  stuck  up  our  rear  ends." 

People  in  the  U.S.  are  paying  for 
at  least  some  of  British  Columbia's 
prosperity.    In    1973    Premier    David 
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Home  To  Roost.  When  B.C.'s  So- 
cialists took  over  some  chicken  farms 
to  save  local  jobs,  they  laid  an  egg. 
Now,  with  an  election  ahead,  the 
government  has  made  a  quick  about- 
face.  It  has  just  granted  rich  sub- 
sidies to  one  firm  to  build  a  copper 
smelter  that  will  create  real  jobs. 


Barrett  in  effect  seized  control  of  the 
province's  export-oriented  natural  gas 
industry.  First,  Barrett  guaranteed 
Pacific  Petroleum's  Westcoast  Trans- 
mission, the  main  carrier,  a  10%  re- 
turn on  its  investment.  Then,  when 
the  price  of  gas  for  U.S.  users  went 
up  (at  Barrett's  urging)  from  33  cents 
to  $1.60  per  thousand  cubic  feet, 
his  British  Columbia  government  got 
the  benefit  instead  of  Pacific  Pete. 

He  also  acquired  the  ailing  Crown 
Zellerbach  and  Celanese  Corp.  pulp 
mills,  paying  only  a  nominal  price. 
Again  he  was  lucky:  Pulp  prices 
went  into  the  stratosphere  last  year. 

Barrett  hasn't  yet  acquired  any 
mines.  But  he  did  slap  on  a  two-tier 
royalty  charge  that  effectively  creams 
off  most  of  the  profits. 

The  government  also  nationalized 
automobile  insurance,  bought  into  real 
estate  developments  and  is  about  to 
open   a  province-owned  financial  in- 


stitution that  will  be  a  bank  in  all 
but  name. 

As  long  as  the  boom  lasted,  Bar- 
rett and  his  fellow  Socialists  looked 
like  heroes. 

But  now  there  are  signs  that  the 
bill  for  all  their  bread  and  circuses 
is  coming  due.  Says  Weyerhaeuser 
Corp.'s  top  man  in  Canada,  Thomas 
G.  Rust:  "We  are  fast  moving  to  the 
point  where  British  Columbia  is  one 
of  the  last  places  on  earth  where  new 
investment  capital  would  consider  lo- 
cating." In  1971  mining  companies 
spent  $300  million  on  new  mines;  this 
year  they  will  spend  $18  million.  The 
world  industrial  boom  has  subsided. 
With  B.C.'s  lumber  industry  at  its 
lowest  pitch  since  1967,  the  govern- 
ment take  from  stumpage  will  shrink 
this  year  to  $140  million.  Its  royalties 
from  hard-hit  copper  and  other  min- 
ing will  sink  from  $15  million  to  $9 
million  or  lower. 

A  further  cost  has  been  an  en- 
croaching inflation,  as  newly  affluent 
British  Columbians  bid  wildly  for  a 
limited  supply  of  goods.  A  three-bed- 
room house  that  sells  for,  say,  $35,000 
in  nearby  Seattle  sells  for  $60,000  or 
more  in  a  Vancouver  suburb.  A  19- 
inch  Sony  color  TV  set  costs  $800. 

High  wages  have  also  led  to  labor 
unrest  rather  than  labor  peace. 
Through  September  of  this  year,  the 
province  lost  more  than  1.5  million 
workdays  through  strikes,  nearly  four 
times  comparable  1973  losses.  The 
province  is  highly  organized:  44%  of 
its  workers  are  unionized,  vs.  35%  in 
Canada  as  a  whole  and  only  32%  in 
the  U.S.  One  result  is  that  a  forest 
laborer  in  B.C.  earns  20%  more  than 
his  equivalent  across  the  border  in 
Oregon.  Yet  class  feelings  run  high. 
"It's  a  we-they  attitude,"  says  a  young 
labor  leader,  educated  in  the  U.S.  and 
in  Britain.  "The  class  attitudes  are 
stronger  here  than  in  any  other  part 
of  North  America."  The  parallels 
with  Britain  and  with  Australia  are 
alarming.  "The  British  disease  is  very 
contagious,"  says  Dennis  Timmis, 
president  of  MacMillan  Bloedel,  a  for- 
est products  company  that  is  one  of 
Western  Canada's  biggest  concerns. 

Aware  that  the  bills  are  coming 
due  for  his  largesse,  Premier  Barrett 
has  called  for  a  general  election  for 
Dec.  11.  His  tactics  are  transparent: 
Cash  in  on  the  euphoria  before  the 
bills  come  in.  He  has  reason  to  be 
worried:  Although  he  holds  38  out 
of  the  55  seats  in  the  provincial  as- 
sembly, his  party  was  almost  wiped 
out  in  the  federal  elections  last  year. 
He  countered  that  defeat  by  bring- 
ing in  outside  talent  to  whip  his  party 
and  provincial  bureaucracy  into  shape. 
Now  he  is  apparently  gambling  that 
an  early  election  would  give  him  a 


modest  majority.  If  he  waits  until 
next  year,  he  is  likely  to  reap  the  in- 
evitable discontent  that  will  surely 
follow  inflation  and  an  unaccustomed 
provincial  deficit. 

In  one  sense,  Barrett  has  been 
tougher  than  his  British  counterparts. 
Sensing  middle-class  dissatisfaction 
over  inflation  and  the  massive  pay 
hikes  for  unionized  workers,  Barrett 
has  moved  sharply  to  the  center. 
cFaced  with  four  crippling  strikes  last 
summer,  he  rammed  through  the  leg- 
islature a  law  ordering  the  strikers 
back  to  work.  One  strike  had  closed 
125  Vancouver  area  supermarkets;  an- 
other had  shut  off  delivery  of  propane 
gas  to  suburban  areas;  and  a  third 
had  shut  down  the  important  forestry 
industry.  Unquestionably,  this  strong 
stand  won  Barrett  votes,  although  it 
alienated  labor  leaders;  the  labor  lead- 
ers, however,  have  nowhere  else  to  go. 

The  betting  is  that  Barrett  will  win 
the  election  but  only  with  a  slim 
majority,  as  opposed  to  his  present 
two-thirds  control  of  the  legislature. 
If  so,  Barrett  may  continue  to  talk 
socialism  but  practice  less  of  it. 

Toffees  And  Tweeds 

For  all  this  political  ferment,  Brit- 
ish Columbia  is  a  pleasant  place. 
Tucked  away  behind  the  Rocky- 
Mountains  and  roughly  double  the  size 
of  California,  it  traditionally  has  been 
more  British  than  American.  Its  clean 
streets  ring  with  Scottish  and  upper- 
crust  British  accents.  Its  shops  are  filled 
with  toffees  and  tweeds. 

Outside  of  Houston,  probably  no 
other  North  American  city  has  out- 
paced Vancouver  in  recent  years  in 
erecting  new  office  blocks.  But  don't 
expect  anyone— bosses  included— to  be 
in  those  offices  much  after  4:30  p.m. 
This  is  a  playground  where  a  man's 
proudest  possession  is  likely  to  be  his 
recreation  room. 

In  Victoria,  the  provincial  capital  on 
Vancouver  Island,  the  stately  Em- 
press Hotel  is  packed  each  afternoon 
with  aging  ladies  in  cashmere  cardi- 
gans, sipping  tea  and  munching  wa- 
tercress sandwiches  and  hot  buttered 
crumpets  as  if  the  sun  were  still  high 
in  the  sky  all  over  the  British  Empire. 

In  Vancouver  a  young  American 
mining  executive  forgets  business  as 
he  gazes  wistfully  out  of  a  picture- 
frame  office  window  at  a  range 
of  snow-capped  mountains.  "Where 
else,"  says  he,  "can  you  get  such  great 
skiing  half  an  hour  from  downtown? 
It's  a  good  life  here." 

With  a  climate  mild  enough  for  a 
wine  industry  to  flourish,  spectacular 
scenery  and  an  abundance  of  cheap 
hydropower  to  fuel  its  industries 
based  on  extensive  natural  resources, 
British  Columbia  has  been  a  magnet 
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Don't  qo  to  sea  without  us. 


828  woodblock  print   Namiura   by  Hokusai 


We're  Marsh  &  McLennan.  We 
handle  more  marine  insurance  of 
more  kinds  than  anyone  else. 
So  when  you  entrust  your  hull 
or  cargo  insurance  to  us,  you 
know  you  can  relax.  Wherever 
you  are,  you're  never  very  far 
from  one  of  our  offices  in  54 
countries  on  six  continents,  and 
from  our  staff  of  Average 
Adjusters,  which  assures  you  of 
fast,  accurate  claims  service. 
No  wonder  so  many  shippers  and 
owners  won't  leave  port  until 
Marsh  &  McLennan's  aboard. 


When  it  comes 
to  insurance, 
come  to 
the  leader. 
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for  foreign  migrants  and  capital  alike. 
Thr  immigrants  still  come  from 
Britain,  Eastern  Canada  and  even 
California.  But  the  money  has  dried 
up.  Unfortunately,  this  province  has 
frittered  away  its  promise  and  recent 
profits  in  socialism  and  welfarism.  The 
province  might  have  used  the  money 


to  invest  for  the  future.  It  might  have 
encouraged  private  enterprise  to  pour 
money  in  and  create  new  jobs  against 
the  inevitable  decline  in  raw  material 
prices.  But  instead,  its  politicians  took 
the  expedient  road  to  instant  pros- 
perity—and long-term  trouble. 

Today  in  British  Columbia  unem- 


Socialism?  Call  It  Porridge! 


"Why?"  the  Canadian  Customs  offi- 
cer at  Vancouver  International  Air- 
port asked  a  Forbes  reporter,  while 
inspecting  his  tape  recorder.  "Why  on 
earth  would  anyone  want  to  record 
the  dulcet  tones  of  Dave  Barrett?" 

Barrett,  the  45-year-old  Premier  of 
British  Columbia,  heads  North  Amer- 
ica's most  left-wing  government.  "You 
either  hate  me  or  love  me,"  Barrett 
later  told  Forbes  in  one  far-from-dul- 
cet-toned  tirade  about  the  U.S.  way 
of  life,  which  he  ended  with  an  inde- 
cent one-fingered  "salute." 

Barrett  knows  the  U.S.  from  sev- 
eral years  spent  at  Jesuit  colleges  in 
Seattle  and  St.  Louis,  where  for  a 
time  he  was  also  a  social  worker  in  a 
penitentiary.  His  favorite  story  is  of 
the  smalltown  lawyer  who  liked  his 
platform  but  couldn't  stomach  the 
label,  "socialism."  Replied  Barrett, 
"Then  call  it  porridge  and  go  home 
happy."  As  for  Barrett,  he  calls  social- 
ism by  its  real  name.  Some  excerpts 
from  his  interview  with  Forbes'  Staff 
Writer  Paul  Gibson: 

Barrett:  Look,  I'm  not  like  those  ir- 
responsible private-enterprise  govern- 
ments that  ran  up  huge  deficits.  They 
got  led  up  the  garden  path  thinking 
that  patchwork  welfare  programs 
would  save  them  politically.  Now  they 
have  a  disaster  on  their  hands. 

But  in  British  Columbia  you  have 
even  more  handouts,  more  social  aid. 

Barrett:  These  aren't  welfare 
schemes.  They're  social  responsibilities 
on  a  moral  basis.  I  hear  tragic  stories 
of  Americans  who  work  hard,  save 
hard,  only  to  be  hit  by  a  crippling 
disease  and  find  they've  no  protection. 

Isn't  the  real  difference  that  you 
are  rich  in  natural  resources  and  New 
York  isn't? 

Barrett:  I  don't  deny  there  is  a  lit- 
tle bit  of  luck,  a  lot  of  windfall.  But 
should  we  give  that  away?  We  don't 
think  the  luck  should  go  into  the 
hands  of  the  multinational  compa- 
nies. Do  not  the  people  deserve  a 
break? 

But     which     people?     In     natural 


gas,  the  U.S.  pays. 

Barrett:  Oh,  no.  All  we  want  is  the 
same  price  as  Texas  gets  for  its  natu- 
ral gas.  I  don't  want  to  outstrip 
Texas.  They  get  $2.25,  we  get  $1.60. 
We  want  our  price  to  go  to  $2.25. 

And  where  will  the  extra  windfall 
go?  Back  into  the  ground  or  into  more 
socialism? 

Barrett:  We  give  the  gas  producers 
a  bit  more  money,  but  not  too  much 
for  old  gas.  Our  cities  get  a  third  of 
any  increase  over  $1  in  addition  to 
a  per-capita  grant.  We  broke  ground 
by  sharing  the  revenue.  New  York's 
problem  will  be  shared  by  others  in 
the  U.S.  unless  there  is  some  form 
of  revenue  sharing. 

Is  U.S.  investment  money  welcome 
here? 

Barrett:  Certainly. 

For  how  long?  You've  already  re- 
placed U.S.  companies  in  natural  gas, 
in  insurance  and,  to  some  extent,  in 
forest  products. 

Barrett:  What's  wrong  with  that? 
The  Americans  taught  us  how.  They 
come  here,  open  branch  plants  and 
use  the  profits  to  buy  our  existing 
operations.  That's  clever  business.  Now 
we're  increasing  the  profits  to  buy  out 
existing  operations. 

Can  you  manage  them?  Isn't  Brit- 
ish Columbia  catching  the  British 
disease? 

Barrett:  Absolute  nonsense.  You 
mention  Britain  as  if  it's  an  accepted 
fact  of  a  disaster.  People  in  Britain 
are  a  lot  happier  than  people  in  North 
America.  They  live  a  very  comfort- 
able life.  They  have .  tremendous  val- 
ues about  human  relationships.  I'd 
rather  live  in  London  than  in  Detroit. 

Is  life  really  better  in  British  Co- 
lumbia than  in  the  U.S.? 

Barrett:  We  have  a  hospital  pro- 
gram like  the  one  that  President  Roo- 
sevelt tried  to  get  in  1936  with  Harry 


ployment  is  almost  10%,  and  invest- 
ment from  outside  has  slowed  dra- 
matically. Labor  unrest  remains  high, 
and  middle-class  people  are  alarmed 
with  the  way  things  are  going.  For 
now  at  least,  British  Columbians  may 
well  have  cooked  the  goose  that  laid 
their  golden  eggs.  ■ 


Premier  Barrett 

Hopkins  during  the  New  Deal.  If  you 
had  those  programs,  the  amount  of 
social  devastation  in  terms  of  aliena- 
tion in  your  urban  areas  wouldn't  be 
so  high. 

But  look  at  your  cost  of  living. 

Barrett:  Our  house  prices  are  out- 
rageous. Yours  are  lower  because  you 
have  terrific  housing  programs  like 
the  Veterans  Administration.  Our 
banks  have  been  creaming  it  with 
inflation.  The  bankers  don't  read  the 
Bible.  They  are  just  usurious.  That's 
why  we  are  setting  up  our  own  finan- 
cial institutions.  There's  a  similar  bill 
in  Albany,  N.Y.  I  hope  they  have 
the  guts  to  pull  it  through. 

Of  course,  it's  true  that  you  did 
surprise  people  by  ordering  your  un- 
ions back  to  work  last  October.  Why? 

BARRETT:  The  disputes  were  spill- 
ing over  and  affecting  all  the  people. 
We  are  the  government  of  all  the 
people.  Not  of  labor.  Not  of  big  busi- 
ness. It  wasn't  any  problem  for  me  to 
say,  "That's  enough,  everybody  back 
to  work.  Get  your  heads  together  and 
grow  up."  We  were  elected  to  govern. 
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If  you've  had  problems  getting  through 

to  your  international  bank* 

maybe  it's  in  the  wrong  {dace. 


The  Barclays  International  Group 
and  its  associates  have  over  1,800 
offices  worldwide.  More  specialist 
international  branches  in  the  UK  than 
any  other  bank.  More  than  thirty 
on  the  continent  of  Europe,  too. 

If  you  do  business  abroad,  or  are 


planning  to,  we  can  help  you  there 
or  here. 

Talk  to  us  through  your  nearest 
Barclays  branch  manager  or,  directly, 
at  any  of  the  Barclays 
International  addresses 
below. 


United  States 

BARCLAYS  BANK 
INTERNATIONAL  LTD. 

200  Park  Avenue 

New  York,  New  York  10017 

111  Pine  Street 

San  Francisco,  Calif  94111 

110  Tremont  Street 
Boston,  Mass  02108 

208  South  La  Salle  Street 
Chicago,  Illinois  60690 


And  68  other  countries,  too. 

A ngu ilia,  Antigua,  Argentina,  Australia,  Bahamas,  Barbados, 
Belgium,  Belize,  Bequia,  Bermuda,  Botswana,  Brazil, 
Cameroun,  Canada,  Carriacou,  Cayman  Islands,  Cyprus, 
Denmark,  Dominica,  Fiji,  France,  Germany,  Ghana,  Gibraltar, 
Grenada,  Guyana,  Hong  Kong,  Indonesia,  Iran,  Israel,  Italy, 
lamaica,  lapan,  Kenya,  Lesotho,  Malawi,  Malaysia,  Malta, 
Mauritius,  Monaco,  Montserrat,  Netherlands,  Netherlands 
Antilles,  New  Hebrides,  New  Zealand,  Nigeria,  Philippines, 
Rhodesia,  St.  Kitts  and  Nevis,  St.  Lucia,  St.  Thomas,  St. 
Vincent,  Seychelles,  Sierra  Leone,  Singapore,  South  Africa, 
South  West  Africa,  Spain,  Swaziland,  Switzerland,  Tortola, 
Trinidad  and  Tobago,  Turks  and  Caicos  Islands,  Uganda, 
United  Kingdom,  USSR,  Zaire,  Zambia. 


BARCLAYS 

International 


The  one  rnternational  bank 
for  all  your  international  business. 


TRW  has  a  way  to  get  crisp  lettuce  to  St.  Louis. 

With  electronics. 


*■  <T 


Delivering  on  time  is  how 
railroads  get  more  business. 
Scheduling  trains  efficiently  is 
how  they  make  money. 

So  a  company  called  TRW 
designed  a  computerized  dis- 
patch system  that  controls  track 
electronically.  It  gives  railroads 
a  sophisticated  way  to  manage 
both  shipments  and  costs. 

Now,  for  example,  when  a 
shipment  of  fresh  lettuce  has  to 
make  it  from  Salinas  Valley, 
California,  to  St.  Louis  — fast  — 
the  dispatcher  uses  the  TRW 
system  to  electronically  assign 
that  train  top  priority.  Then  the 
system  automatically  opens 
signals  and  clears  track  for  the 
train  to  roll  through. 

This  TRW  electronic  system 
minimizes  the  time  other  trains 
have  to  sit  on  sidings.  And, 
tells  work  crews  exactly  how 
long  they  have  between  trains. 

TRW  has  the  electronics  to 
help  make  America's  railroads 
really  hum. 


A  COMPANY  CALLED 

TRW 
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Macy's  Puff  Parade 


The  giant  retailer  has  something 
to  be  thankful  about.  Its 
Thanksgiving  Day  parade  bags 
millions  in  free  publicity. 


Silly  you.  All  you  thought  you  were 
doing  Thanksgiving  morning  was 
watching  Macy's  annual  parade.  In 
fact,  you  and  over  60  million  other 
television  viewers  were  participating 
in  the  year's  biggest  publicity  stunt. 

P.T.  Barnum  would  have  loved  it. 
The  man  who  marched  elephants 
through  New  York  streets  to  publicize 
his  circus  would  have  been  awed  by 
the  13  marching  bands,  41  floats  and 
hundreds  of  clowns,  not  to  mention 
the  nine  balloons  (up  to  six  stories 
high)  of  Bullwinkle,  Snoopy  et  al. 

But  what  would  have  floored  Bar- 
num was  all  the  free  publicity  for  the 
$1.3-billion  department  store  chain- 
especially  the  three  and  one-half  free 
hours  of  nationwide  television  on 
CBS  and  NBC. 

Macy's  has  competition.  Wanamak- 
er's  stages  a  Philadelphia  parade  that 
is  broadcast  by  CBS,  too.  And  CBS 
also  picks  up  portions  of  Hudson's 
parade  in  Detroit,  another  in  Canada 
and  even  a  Hawaiian  version  that  fea- 
tures Santa  Claus  on  skis— water  skis, 
that  is. 

But  next  to  Macy's  parade,  the  imi- 
tators look  like  so  much  turkey  loaf. 
"Macy's,"  says  an  NBC  official,  "is 
the  biggie."  Polaroid,  McDonald's, 
Ideal  Toy  and  Kellogg  paid  up  to 
$40,000  this  year  for  each  minute 
of  commercial  time. 

Macy's  employees  put  on  the  first 
parade  for  New  York  children  way 
back  in  1925.  Except  for  an  interrup- 
tion during  World  War  II,  the  parade 
has  been  going  strong  since,  including 
its  23  straight  years  of  national  TV 
coverage.  Interestingly,  however,  most 
of  the  preparations  are  still  done  by 
Macy's  employees  during  their  lunch 
breaks.  The  parade's  current  "direc- 
tor" is  a  27-year-old  public  relations 
staffer  named  Nancy  Mallory. 

What  does  the  multimillion-dollar 
publicity  cost  Macy's?  "We  never  dis- 
close that,"  says  the  prim  Ms.  Mallory. 
But  it's  a  safe  bet  Macy's  spends  little. 
NBC  shares  the  expense  of  such  spe- 
cial attractions  as  the  Radio  City  Mu- 
sic Hall  Rockettes,  and  Goodyear  Tire 
&  Rubber  supplies  the  long-lasting 
balloon  characters  (at  up  to  five  fig- 
ures each)  at  cost.  Macy's  other  out- 
lays are  for  20  free-lance  artists  who 
recycle  the  floats,  plus  upkeep  on  a 
cavernous  Hoboken,  N.J.  warehouse 
where    the    parade    paraphernalia    is 
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Bicentennial  Ben  Franklin,  George  Washi 
and  two  pilgrims  upstaged  the  usual  Macy 
parade  superstars  like  Snoopy.  Another  pop 
lar  item  was  a  big  bug— called  the  Kootie. 

stored  between  Thanksgivings. 

In  a  sense,  the  parade  is  Macy's 
last  symbol  of  grandeur.  Once  the 
king  of  retailing,  the  chain  is  now 
just  one  of  the  pack.  In  fact,  its  New 
York  City  store  division— the  world's 
largest— probably  lost  money  last  year, 
though  its  successful  Bamberger  sub- 
sidiary in  New  Jersey  allowed  it  to  net 
$47  million  on  sales  of  $1.3  billion. 

Thank  goodness  Macy's  has  some- 
thing to  be  thankful  about.   ■ 
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To  those 
people  who  thought 


they  couldn't  afford 


When  Xerox  decided  to  lower 
its  prices,  we  made  a  lot  of  people 
very  happy. 

It  seems  that  many  people  who 
thought  they  couldn't  afford  us 
began  to  think  again. 

But  price  alone  is  no  reason  to 
get  a  Xerox  copier  or  duplicator. 

A  machine  that  never 
grows  old. 

At  Xerox,  we  never  stop  trying 
to  improve  our  machines.  Even 
after  they're  yours. 

In  the  last  two  years  alone,  we 
updated  nearly  200,000  rental 
machines.  At  no  extra  charge. 

That's  why,  with  Xerox,  there's 
no  such  thing  as  last  year's  model. 

People  as  advanced 


as 

Our  sales  reps,  tech  reps  and 
industry  specialists  are  the  best 
trained  and  most  experienced  in 
the  industry. 

Each  year,  some  6,000  of  our 
people  graduate  from  the  Xerox 
International  Training  Center  with 
the  latest  information  on  sales, 
service  and  systems  management. 

And  they  keep  going  to  school 
to  keep  up-to-date. 

So  whether  you're  in  law,  bank- 
ing, government,  transportation, 
or  any  other  business,  our  people 
can  show  you  new  ways  to  manage 
your  paperwork  and  keep  your 
communications  running  smoothly. 


A  lot  of  machines  that 
solve  a  lot  of  problems. 

We  can  offer  you  everything 
from  a  $2.00  a  day  desk  top  copier 
to  the  most  advanced  duplicating 
machine  ever  developed:  the  Xerox 
9200  Duplicating  System. 

And  in  between,  we  have 
portable  copiers,  color  copiers, 
large  document  copiers,  reduction 
duplicators,  computer  form 
printers  and  microfilm  printers; 
some  20  different  kinds  of  machines 
that  can  handle  virtually  any  kind 
of  job  you  can  hand  them. 

Yya  can  rent  it  or  you 
can  own  it. 

We'll  lease  you  one  of  our 
copiers  or  duplicators  for  as  short  as 
30  days  or  as  long  as  12  months. 
(There's  a  discount  on  annual 
contracts.) 

Or  we'll  sell  you  one  of  our 
machines  outright  and  include  a 
service  contract  if  you  wish. 

All  this  and  less. 

Business  does  not  live  by  price 
alone. 

But  when  you  consider  all  the 
things  Xerox  offers,  and  that  you 
can  now  get  them  for  less,  a  lower 
price  can't  hurt. 

XEROX 

XEROX®  and  9200®  are  trademarks  of  XEROX  CORPORATION. 


In  A  Fishbowl 


It's  not  easy  being  an  innovator.  Giant  Food 
is  constantly  under  scrutiny— and  attack.  But  the 
grocery  chain  must  pioneer,  or  perish. 

Washington,  D.C.'s  $740-million 
(revenues)  Giant  Food  grocery  chain 
lias  been  attacked  for  cutting  prices 
to  drive  out  competitors,  for  gouging 
customers  by  charging  high  prices, 
for  ignoring  the  black  market,  for 
shabby  labor  practices,  for  callously 
capitalizing  on  the  consumer  move- 
ment and  for  being  too  automated. 

Is  Giant  a  poor  food  operation? 

On  the  contrary,  it  is  one  of  the 
best.  Giant's  problem  is  that  it  does 
business  in  a  fishbowl.  All  of  its  107 
stores  are  located  in  the  Washington- 
Maryland-Virginia  area,  and  therefore 
are  patronized— and  scrutinized— by 
some  of  the  country's  smartest,  most 
vocal  and  powerful  people. 

Giant's  President  Joseph  B.  Dan- 
zansky  is  stoical  about  all  this:  "Get- 
ting some  of  the  heat  is  just  part  of 
the  price  of  being  in  the  kitchen.  .  .  . 
Whenever  legislators— or  worse,  regu- 
lators—get interested  in  the  grocery 
industry,  they  look  at  us." 

The  latest  outcry  against  Giant  cen- 
ters around  the  computer-assisted 
checkout  systems  it  is  testing  in  four 
stores.  Lucky,  Kroger  and  other  chains 
are  trying  the  systems,  too,  but  as 
usual,  innovative  Giant  is  the  most 
visible  pioneer. 

Just  last  month,  Danzansky  made 
the  now  familiar  20-minute  trip  from 
his  Landover,  Md.  headquarters  to 
Capitol  Hill  to  testify  before  the  Sen- 
ate Consumer  Subcommittee  on  the 
checkout  systems'  potential  effect  on 
grocery  prices  and  profits.  Although 
the  test  is  still  inconclusive,  he  had 
earlier  estimated  that  the  systems 
could  save  around  $120,000  a  year 
per  store.  Those  savings  could  pos- 
sibly help  stabilize  prices,  while  dou- 
bling the  stores'  operating  income  to 
1.4%  of  sales. 

As  the  61-year-old,  big-boned  Dan- 
zansky sees  it,  the  checkout  systems 
being  pushed  by  IBM,  NCR  and  Sing- 
er Co.  are  essential.  He  argues  that 
lowering  costs  through  technology  is 
the  only  way  the  grocery  industry  can 
increase  profit  margins  in  the  future, 
as  the  real  growth  of  the  population 
and  overall  food  sales  slow  down. 

Not  everyone  agrees  with  him.  Con- 
sumer activists,  including  the  Con- 
sumer Federation  of  America  (which 
testified  last  month,  too),  contend  that 
the  new  checkout  systems  will  enable 
grocers  to  slip  higher  prices  past  un- 
wary    customers.     Although     prices 


Danzansky 
of 
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Food 


A  computer  scanner  is  "reading"  those 
funny  lines  and  printing  the  tab.  At 
the  same  time,  it  counts  inventories 
and  helps  keep  clerks  honest. 

would  still  be  posted  on  the  shelves, 
they  would  no  longer  be  stamped  on 
each  item.  Instead,  the  products 
would  be  marked  with  lines  that  the 
new  checkout  machinery  would  "read" 
and  flash  onto  a  screen  attached  to 
the  cash  register.  That  way,  say  the 
activists  customers  may  not  see  what 
they  are  being  charged  until  they 
are  at  the  checkout  counter,  and 
then  they  may  be  too  embarrassed 
to  return  the  stuff  that  costs  too  much. 
The  other  group  complaining  is  the 
labor  unions.  They  fear  the  automa- 
tion will  eliminate  jobs.  For  one  thing, 
no  longer  would  the  stores  need  extra 
clerks  to  stamp  prices  on  every  can  of 


green  beans;  if  the  price  increases  (or 
decreases,  if  that's  possible)  the  cen- 
tral computer  is  readjusted— once— to 
print  out  the  new  price  each  time  it 
reads  the  lines  for  that  size  and 
brand  of  can. 

Danzansky,  the  son  of  a  Rumanian- 
born  funeral  director,  thinks  consum- 
ers will  learn  to  like  the  new  system. 
He  notes,  for  example,  that  it  will  cut 
waiting  time  at  checkout  counters.  Al- 
so, the  new  cash  register  itself  will 
help  conscientious  comparison  shop- 
pers by  printing  more  explicit  tabs; 
the  old  "Mt.  00.69"  will  be  replaced 
by  "CHKN  BRSTS  .69." 

But  Danzansky,  a  canny  lawyer 
who  doesn't  sit  down  with  union  ne- 
gotiators until  he  can  make  a  con- 
tract-binding concession,  figures  that 
the  workers  will  be  harder  to  win 
over.  He  has,  however,  promised 
Giant's  retail  clerks'  union  that  no  one 
will  lose  his  job  because  of  automation. 

"I  think  the  consumers'  interests  are 
getting  mixed  up  with  labor's  inter- 
ests," says  Danzansky,  as  he  sits  next 
to  a  phone  that  bears  his  name  en- 
graved on  the  silver-covered  hand- 
piece. "Eventually  labor  will  have  to 
realize  that  featherbedding  won't 
bring  better  conditions  even  for  their 
own  people." 

The  key  to  acceptance  of  the  new 
checkout  system,  he  feels,  will  be  the 
lower  food  prices  that  will  result.  "I 
think  this  [resistance]  is  a  limited 
thing,"  he  says.  "When  we  can  pass 
those  savings  on  .  .  .  the  legislators  will 
get  off  our  backs." 

To  an  extent,  Danzansky  has  no 
choice.  He  has  to  innovate.  His  mar- 
ket demands  it.  His  customers  are  ex- 
tremely well-educated  and  mobile. 
"The  population  turnover  here,"  says 
Danzansky,  "is  about  35%  every  five 
years."  To  attract  the  newcomers  to  a 
grocery  chain  they  have  probably 
never  heard  of,  Giant  must  try  to  offer 
extras  that  Safeway,  A&P  and  the  oth- 
er major  chains  lack— like  its  own  sal- 
aried consumer  watchdog  Esther  Pe- 
terson, who  was  President  Johnson's 
consumer  expert. 

Giant's  extra  efforts  seem  to  be  ef- 
fective. Market-share  surveys  in  the 
Washington  area  show  Giant  holding 
its  own  against  industry  leader  Safe- 
way. Each  has  roughly  one-fourth  of 
the  market.  But  the  cost  of  Giant's 
extras  shows  up  in  its  14%  return  OH 
equity,  just  middling  in  an  industry 
where  it  has  a  reputation  as  a  leader. 

"In  general,  they  [the  extras]  arc 
part  of  our  image.  We  need  the  edge 
to  beat  the  competition."  But  what 
about  the  shareholders  who  might 
care  more  about  profits? 

"We  tell  them  this  is  Giant,"  says 
Danzansky  with  a  shrug.  "This  is  how 
we  work."  ■ 
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Creating 

jobs 
through 
export 


New  modes  of  ocean-going  transport  have  opened 
up  new  markets  in  all  parts  of  the  world  for  much  of 
what  America  makes. 

Today,  increasing  our  exports  is  more  important 
than  ever  —  because  sales  abroad  create  jobs  at 
home  and  add  the  sales  volume  that  helps  American 
business  become  more  efficient.  This  greater  effi- 
ciency leads  to  the  improved  profits  that  will  enable 
business  to  generate  the  growth  capital  it  needs. 

General  Electric  Credit  is  a  leader  in  the  financing 
and  leasing  of  all  types  of  ocean-going  vessels  .  .  . 
and  the  special  port  facilities  they  require.  We  serve 
many  other  industries,  as  well. 

For  a  productive  and  profitable  tomorrow,  contact 
us  today  at  the  GECC  office  nearest  you. 

At  General  Electric  Credit,  we  help  American  busi- 
ness finance  its  own  future  and  create  new  jobs. 


MANY  THINGS 

GECC  FINANCES 

AREN'T  EVEN 

ELECTRIC 


Administrative  Offices: 
Stamford,  Connecticut  06904 


Amf  ac  is  a  quiet  sleep 
at  the  world's  biggest  jetport 


Staying  at  a  hotel  with  its  own  international  airport 
could  mean  giving  up  a  good  night's  sleep  in  return  for 
convenience.  But  not  even  the  roar  of  a  nearby  jet  can 
spoil  your  comfort  in  our  sixth  Airport  Marina  Hotel  at 
the  new  Dallas/Fort  Worth  Airport.  As  part  of  our  $16 
million  investment  there,  we  built  quiet  into  every  one  of 
the  600  large  rooms. 

The  result:  a  haven  that  can  take  good  care  of  a  lone 
traveler  or  a  convention  of  600  people.  Dining,  enter- 
tainment, recreation,  meeting  and  trade-show  facilities 
—they're  all  under  the  same  roof  where  you  enjoy  quiet 
sleep.  No  more  than  five  minutes  from  the  terminal— like 
our  other  Airport  Marina  Hotels. 

Each  one  illustrates  Amfac's  philosophy:  personal 
consideration  of  the  customer.  Fine  hospitality  away  from 
home  has  been  a  tradition  of  our  Fred 
Harvey  hotels  and  restaurants  ever  since        »»  «    m  yrvpy 
Harvey  Girls  started  serving  travelers        udr     ^JJ 


along  the  Santa  Fe  Railroad  nearly  a  hundred  years  ago. 

Amfac'scourteous.  conscientious wayof  doing  things 
is  an  outgrowth  of  our  island  heritage.  We  regard  every 
customer  and  employee  as  a  neighbor  whose  goodwill 
we  want  to  keep.  And  that's  the  way  we  run  Island 
Holiday's  ten  Hawaii  hotels,  our  golf  courses  and  shops. 
As  a  result,  our  hospitality  businesses  are  producing 
revenues  of  about  $100  million  a  year. 

Amfac  knows  not  only  the  hospitality  businesses,  but 
food  processing,  merchandising  and  asset  management 
as  well.  And  we  keep  learning  something  from  each  that 
improves  them  all. 

Since  our  beginning  in  Honolulu  126  years  ago,  we 
have  grown  to  a  billion-dollar  company.  Since  incorpora- 
ting in  1897.  we  have  paid  cash  dividends  every  year 
For  a  copy  of  our  newest  report,  write  to] 
Amfac,  Inc.,  Dept  104,  P.O.  Box  3230,  i 
Honolulu,  Hawaii  96801 


Serving  People  in  the  U.S.  and  the  Pacific  Basin 


Tugboat  Annie  Goes  Big  Time 
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An  explosive  blend  of  offshore  oil  and  changing  technology 
is  forcing  the  U.S.  tugboat  industry  to  grow  up— fast. 


Locked  in  the  grip  of  the  fast- 
thickening  ice  of  Alaska's  Prudhoe 
Bay  lies  an  empty  convoy  of  25  brand- 
new  mammoth  barges  that  just  de- 
livered components  for  the  Alyeska 
pipeline.  That  200,000-ton  fleet  is 
worth  about  $50  million,  but  it  isn't 
going  anywhere  until  the  ice  melts 
sometime  next  summer. 

The  convoy  is  silent  testimony  to 
the  forces  rapidly  transforming  the 
coastal  tug  and  barge  business— long 
one  of  the  largest  privately  held  cot- 
tage industries  in  the  U.S.— into  a  fast- 
growing,  capital-intensive  business 
that  cannot  long  remain  private. 

Those  barges  do  not  belong  to,  say, 
Arco  or  British  Petroleum.  They  be- 
long to  San  Francisco's  privately  held 
Crawley  Maritime,  the  biggest  ocean 
towing  company,  with  a  fleet  of  150 
tugs  and  150  barges. 

But  don't  think  Crawley  Maritime's 
President  Thomas  Crawley  is  sitting 
twiddling  his  thumbs  until  the  ice 
melts  in  Prudhoe  Bay.  He  was  shrewd 
enough  to  make  Arco  guarantee  re- 
imbursement for  his  barges  before 
venturing  into  those  icy  waters.. 
"Now,"  he  says,  "we'll  more  or  less 
have  to  duplicate  the  fleet  that's  fro- 
zen in  up  there."  Having  more  than 
doubled  his  fleet  in  ten  years,  he  is 
now  building  25  ocean-going  tugs  at 
a  cost  of  $3  million  each  in  a  $125- 
million  capital-spending  program. 

That's  big-time  spending.  But 
Crawley,  an  old-timer  at  age  61,  still 
likes  to  think  of  himself  as  a  small, 
struggling  businessman. 

He  complains,  "We're  going  to 
have  barges  coming  out  of  our  ears  in 
1977  when  the  oil  companies  don't 
propose  to  take  hardly  anything  up 
to  Alaska." 

These  days,  however,  Tom  Crawley 
is  complaining  all  the  way  to  the  bank, 
much  as  he  hates  to  admit  it.  Is  the 
towing  business  really  lucrative  now? 
"Put  it  this  way,"  he  replies.  "I've 
been  with  the  company  40  years,  and 
we've  never  paid  a  dividend." 

Of  course;  that's  par  for  a  privately 
held  company  in  a  rapidly  expand- 
ing, capital-intensive  industry.  And 
return  on  capital?  Reluctantly,  Ciaw- 
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ley  concedes  it  is  a  "little  more  lucra- 
tive" than  the  average  for  the  big- 
gest public  companies.  "But  that's  be- 
cause of  the  big  demand  in  the  Alaska 
trade,"  he  adds  quickly.  "Generally, 
it's  far  less  remunerative." 

Not  necessarily.  Another  candidate 
for  public  ownership  is  New  York's 
Moran  Towing,  whose  80  tugs  and 
20  barges  make  it  No.  One  on  the 
East  Coast  and  the  Gulf.  It  has  no 
Alaska  trade.  But,  says  President  Tom 
Moran,  48,  his  family-owned  outfit 
"does  well,  I  think,  by  most  stan- 
dards," with  a  return  on  equity  that 
he  estimates  at  "about  13%."  He  adds: 
"Our  earnings  have  grown  a  little  bit 
better  than  10%  a  year  over  the  past 
decade,  not  really  spectacular  when 
you  consider  what  inflation  has  been 
like." 

Most  tugboat  companies,  he  goes 
on,  don't  do  as  well:  "They're  small, 
privately  held,  and  run  for  the  bene- 
fit of  management.  And  slowly  but 
surely,  they've  all  disappeared.  At  the 
end  of  World  War  II  there  were 
about  40  tugboat  companies  in  New 


York  Harbor.  Now,  to  all  intents  and 
purposes,  there  are  three  [Moran, 
McAllister  Bros,  and  the  Bushey 
group].  And  we're  really  run  like  a 
public  company,  because  if  we  go 
public  in  the  next  four  or  five  years 
for  estate  purposes,  we've  got  to  be 
able  to  show  a  ten-year  track  record." 

On  the  West  Coast,  Crawley,  whose 
only  son  is  8,  says  he  has  also  con- 
sidered going  public  or  merging  now 
that  he's  nearing  retirement  age. 
There  is  no  lack  of  would-be  ac- 
quirers. A  few  years  back  Hawaii's 
$436-million  ( revenues )  Dillingham 
Corp.,  which  already  owned  Hawaii 
Tug  &  Barge  and  Southern  California's 
Pacific  Towboat  &  Salvage,  acquired 
Seattle's  Foss  Launch  &  Tug  for 
$24  million  in  Dillingham  stock 
(which  then  proceeded  to  fall  from 
$30  to  $6  a  share). 

Even  Wall  Street's  Donaldson, 
Lufkin  &  Jenrette  tried  to  buy  a  ma- 
jor tugboat  company  a  few  years  ago: 
New  York's  McAllister  Bros.,  with  50 
tugboats  and  50  barges  up  and  down 
the  East  Coast  and  the  Gulf.  DL&J 
was  going  to  make  McAllister  into  a 
"story"  by  calling  it  the  "international 
littoral  [meaning  shoreline]  division," 


"We  got  in  O.K.,"  says  Crawley,  "but  we  sure  as  hell  can't  get  back  out!" 
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For  years,  the  giant  name  in  copying  has 
used  walk-up  convenience  to  rent  office 
copiers.  At  pretty  stiff  prices. 

We,  on  the  other  hand,  have  concentrated 
on  high-volume  copy  systems  fashioned 
around  performance,  reliability,  and  low_ 
cost-per-copy. 

Today,  the  big  savings 
potential  is  in  copying  larger 
quantities  of  multi-page 
documents.  The  giant 
has  a  stylish,  convenient 
offering.  But  ours  is  faster, 
more  efficient,  and  it  will 
save  you  more  money. 


It's  the  AM  4875  "Both  Sides  Now" 
Copymaker.  The  only  high-volume  copy- 
maker  that  prints  both  sides  in  one  quick 
pass.  On  plain  paper.  With  offset  quality — 
the  best  you're  likely  to  see. 

Because  a  copymaker  can  only  save  you 
money  when  it's  performing,  the  AM  4875 
is  designed  and  built  to  avoid 
downtime.  So  far,  more  than  200 
installations  confirm  its  reliability. 

If  you  want  something 
smaller  than  the  paper 
it's  printed  on,  the  AM 
4875  has  reduction 
capability.  Plus  one- 
side,  two-color.  And 
automatic  collation. 
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All  of  which  goes  to  show,  there  are  two 
sides  to  even  a  two-sided  story.  The  giant's 
two-side  volume  copier  saves  you  50%  on 
paper.  We  save  you  that,  plus  50%  on  costly 
machine  and  operator  time  as  well. 

Or,  if  you  have  a  lot  of  volume,  but  not  so 
much  multi-page  copying,  consider  the  AM 
Total  Copy  System.  A  reliable,  economical 
plain-paper  volume  copymaker 
for  one-side  work. 


high-volume  copymaking  systems, 
call  your  local  Multigraphics 
Sales  Office  today.  Or  write 
Dept.  M,  1800  W.  Central 
Road,  Mt.  Prospect, 
111.  60056. 


&• 


y  4 


0. 


t/i 


For  a  demon- 
stration of  either 
of  our  money- 
saving 


^  ft    V  ° 


*1 


ft       vl\      ^      *i       * 

CO 


\    II 

A    ] 


ne   manned 
»  *There  is  no 
underwriters 
to  waste  time 
charge-back 
e  copy  centers 
to  30  at  the  con- 
copiers    are 


(Multigraphics  Volume 
he  Total  Copy  Systems 
tiled  on  Multigraphics  Copy 
(MCP)  which  offers  a  de- 
ling scale  of  per  copy  cost, 
'erage  cost  of  a  Total  Copy 
System  copy  is  1.10.  "During  the 
nrst  four  months  the  controlled 
copy  center  system  operated,  we 
save  $50,510,"  said  Mr.  Dansereau. 
Last  August  we  saved  $15,046, 
based  on  our  costs  with  the  old 
system,  although  we  produced 
178,000  more  copies  than  in  our 
earlier  comparison  month." 

Thanks  to  a  new  mail  delivery 
system  installed  at  the  same  time 
as  the  copy  centers,  turnaround 
time  is  about  an  hour.  Rush  jobs 
can  be  handled  at  the  copy 
centers  while  somebody  waits.  • 


ith  allegedly  vast  possibilities  in  sea 

ocean   mining   and  the   like. 

Bui  some  bitter  family  squab- 

s,   the  younger   McAllister   genera- 

•\  lis   able   to  top   the   DL&J  bid 

last  year  with  a  cash  and  stock  offer 

of  their  own. 

The  five  young  McAllisters  now  run- 
ning the  company  face  serious  prob- 
lems  because  their  predecessors,  like 
most  of  the  industry,  made  do  with 
hand-me-dow  n  and  war-surplus 
equipment  from  the  Twenties  to  the 
1 1  lid-Sixties.  The  only  immediate 
growth  area  they  see,  says  Vice  Pres- 
ident Brian  McAllister,  is  "huge  tugs 
and  barges  that  are  replacing  ships  in 
the  southern  ports  to  Puerto  Rico,  or 
from  Seattle  to  Alaska."  But  that 
would  mean  competing  with  custom- 
ers and  more  capital  spending  for  a 
heavily  leveraged  company. 

"But  the  real  growth,"  he  goes  on, 
"is  in  this  offshore  oil  business, 
something  we're  not  involved  in  be- 
cause they  haven't  started  on  the 
East  Coast  yet.  But  if  the  East  Coast 
looks  like  the  Gulf  some  day,  it  will 
triple  the  amount  of  tugs  and  barges 
and  supply  boats  that  are  needed." 

If  there  is  a  large  truth  to  be  de- 
rived from  the  history  of  the  tugboat 

Tugs  At  Work  = — 

"There's  the  competition  right  now!" 
says  Jim  McAllister  III,  pointing  out 
his  office  window  at  a  4,300-horse- 
power  Moran  tug  plowing  across 
New  York  Harbor  far  below.  A  li- 
censed tugboat  captain  with  fixe  years 
of  harbor  experience  like   all  four  of 


industry,  it  is  that  the  companies 
that  took  the  deep  risks  and  prepared 
for  the  new  business  were  the  ones 
that  could  cash  in  on  it  when  it  came. 
Crawley  cashed  in  on  the  North  Slope 
not  just  because  he  was  on  the  West 
Coast,  but  because  he  gambled  heavi- 
ly by  building  the  needed  barges  in 
1970  and  again  in  1973. 

"We  started  building  before  we 
had  the  contracts,"  says  Crawley,  "be- 
cause we  used  those  same  barges  on 
our  Hydro  Train  service  [carrying 
boxcars  from  Seattle  to  Whittier,  rail- 
head of  the  500-mile  Alaska  Rail- 
road]. When  they  stopped  everything 
on  the  pipeline,  and  left  us  holding 
the  bag,  we  went  into  the  Puerto 
Rican  general  freight  business.  Then 
in  1973,  when  it  appeared  that  Con- 
gress might  pass  the  [pipeline]  legis- 
lation, we  ordered  more  barges  before 
we  had  a  contract." 


Deal  Making 

Tom  Moran  tells  a 
He  says,  "My  father 
man  at  the  right  time, 
neer  in  switching  from 
in  the  Thirties,  and  in 
horsepower  tugs  after 
He    bought    the    right 


similar  story, 
was  the  right 
He  was  a  pio- 
steam  to  diesel 
ordering  high- 
World  War  II. 

equipment    at 


the  right  time  because  ships  were 
getting  bigger.  When  I  came  here  11 
years  ago  from  the  transportation 
business  [18  years  with  profitable  Ma- 
rine Transport  Lines,  now  a  GATX 
subsidiary],  I  didn't  know  much  about 
tugs,  but  I  knew  ships  and  I  knew 
how  to  make  deals.  There's  a  deal 
I'm  proud  of  [pointing  to  a  picture]. 
That's  a  22,000-ton,  $2.5-million  coal 
barge  on  charter  to  Bethlehem  for  20 
years,  to  move  coal  to  their  Spar- 
rows Point  plant." 

The  McAllister  boys  aren't  so  lucky. 
They  seem  almost  defensive  about 
their  lack  of  daring.  "Give  us  time," 
says  Brian.  "My  generation  has  had 
control  for  only  a  year."  He  adds: 
"We're  a  lot  more  aggressive  than 
our  fathers. 

"You  know,"  he  says  with  a  laugh, 
"I  used  to  date  one  of  the  Moran 
girls.  My  father  told  me,  'Brian,  this 
is  your  big  chance!  You  can  marry 
more  money  in  five  minutes  than  you 
can  make  in  a  lifetime!'  But  the  chem- 
istry wasn't  there." 

"On  whose  part?"  asks  brother  Jim 
sarcastically. 

Brian  laughs  again.  "Dad  told  me 
I  was  never  going  to  make  it  in  this 
life,"  he  replies.   ■ 


his    brothers    and    cousins,    he    obvi- 
ously misses  the  pilot  house. 

"We're  bringing  these  946-foot- 
long  S.L.  7s  up  into  Pork  Newark 
once  a  week,"  he  says.  "These  ships 
are  as  long  as  the  Queen  Mary]  Cu- 
nard  would've  dropped  dead  if  you'd 
ever  told  them  they'd  have  to  bring 
the  Queen  up  into  Newark  Bay!" 

Warming  to  his  subject,  McAllister 
starts  reliving  a  typical  trip:  "Yon 
get  on  the  bridge  of  one  of  those 
S.L.  7s  and  you  can  hardly  see  the 
tugs.  You  run  up  a  very  narrow  wa- 
terway, make  a  90-degree  turn,  run 
through  the  bridges,  take  a  90-de- 
gree left-hand  turn.  .  .  ." 

Making  money  with  a  $3-million 
tugboat  means  you  keep  moving— 
24  hours  a  day,  any  place  there 
is  work.  For  example,  the  Marjorie  B. 
McAllister,  which  was  docking  ships 
in  New  York  Harbor  last  year,  is  now 
towing  a  120,000-barrel  oil  barge  up 
and  down  the  East.  Coast  on  long- 
term  charter,  after  a  stint  towing  drill- 
ing rigs  in  the  Gulf  of  Mexico. 

The  most  lucrative  jobs  for  Mc- 
Allister and  archrival  Moran  involve 
spot  salvage,  because  the)  are  the 
only  ones  around  that  have  equip- 
ment big  enough  to  handle  that. 
"We're  out  there  right  now,  900  miles 
east  of  Bermuda,  towing  in  a  dis- 
abled ship,"  says  Tom  Moran. 


Specialized  services,  such  as  an- 
chor handling  for  the  offshore  oil 
business,  are  lucrative,  too,  but  com- 
petitive. "Every  construction  barge, 
derrick  barge  and  pipe-laying  barge 
has  eight  to  ten  anchors— usually  four 
out  ahead  and  four  out  behind," 
explains  Tom  Crawley,  the  big  West 
Coast  tug  operator.  "We  got  ten 
boats  over  in  the  North  Sea  doing 
that.  The  tug  picks  up  the  crown 
wire,  which  is  attached  to  a  buoy, 
heaves  the  anchors  oft  the  bottom 
and  then  drags  the  barge  into  its  new 
position.  It's  a  highly  specialized 
thing." 

Looking  into  the  future,  Tom  Mo- 
ran figures  that  moving  cargo  will 
provide  a  lot  of  business.  "Where  it's 
a  fairly  short  run  and  where  the  per- 
centage of  port  time  to  sea  time  is 
fairly  high,"  he  says,  "then  tug-and- 
barge  is  usually  cheaper  [than  ship 
carriage]." 

Nobody  argues  with  Crawlej 
when  he  sa\s:  "This  is  becoming  a 
fairly  complex  business.  A  tugboat 
with  a  crew  of  eight  men  is  |iist  as 
much  trouble  to  keep  running  as  a  big 
ship  is.  And  when  you  have  a  whole 
bunch  of  little  tugboats  running 
around,  it  becomes  quite  a  iiiaiia 
ment  problem. 

Says    (.'raw  lev:    "This    isn't    a     I 

boat   Annie  kind  oi   thing  anymore." 
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What  Cash  Flow  Insurance  gives  you 
that  regular  insurance  doesn't* 
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Loss  Control  Services  to 
help  prevent  accidents  in- 
stead of  just  paying  after 
they  happen. 


Counseling  on  the  im- 
>act  of  the  Consumer 
'roduct  Safety  Act. 


Engineering  assistance 
to  help  improve  your  pack- 
aging and  cargo  handling, 
so  your  product  gets  where 
it's  going  in  good  condition. 


Specialized  financial 
services  to  help  you  raise 
capital  by  certifying  your 
inventory  and  accounts 
receivable. 


Professional  appraisal  to 
make  sure  your  property  is 
insured  for  its  full  current 
value. 


Professional  help  in  find- 
ing markets  for  distressed 
or  damaged  merchandise. 


Rehabilitation  teams 
who  can  help  you  get  acci- 
dent victims  back  to  a  pro- 
ductive life  again. 


1975  ins.  Co.  of  North  America 


Cash  Flow  Insurance  is  a  new  insurance 
concept  developed  by  INA.  It  protects  your  physi- 
cal assets,  just  like  regular  insurance. 

It  can  also  help  protect  your  cash  flow  posi- 
tion, with  a  unique  array  of  optional  insurance* 
related  services  and  products. 

The  illustration  above  shows  a  few  of  them. 
For  more  information  contact  your  local  INA 
agent.  He's  listed  in  the  Yellow  Pages. 

IT  PAYS  TO  USE  IMAGINATION* 


,\SURANCE  COMPANY  OF  NORTH  AMERICA  •  LIFE  INSURANCE  COMPANY  OF  NORTH  AMERICA  •  PACIFIC  EMPLOYERS  GROUP 


Trend-Buckers 

ue  50  companies  that 
have  bucked  the  recession  in  1975's 
first  nine  months.  Each  one  gained 
than  1535  in  earnings  and  10% 
in  revenues  for  the  1974-75  period, 
easily  heating  the  10%-plus  inflation 
we  have  been  experiencing. 

These   stocks  have  not  been  over- 
looked  In    the  stock  market  to  date; 


many  are  at  or  near  their  highs  for 
the  1974-75  period.  This  shows  that 
stock  prices  still  follow  earnings. 
Many  of  today's  seemingly  super  low 
price/ earnings  ratios  are  due  to  inves- 
tor skepticism  of  the  ability  of  the 
companies  to  maintain  their  earnings 
level;  where  the  earnings  continue  to 
flow  the  stocks  do  tend  to  go  up. 
This  being  so,  a  reversal  early  next 
year   of   the   recent   retrograde   earn- 


ings trends  for  most  stocks  may  lead 
to  a  better  stock  market.  After  all, 
stocks  anticipate  earnings  changes 
rather  than  merely  follow  them. 

Straw  in  the  wind:  General  Mo- 
tors, whose  earnings  have  improved 
this  year,  has  been  one  of  the  mar- 
ket's better  performers.  If,  as  some 
people  think,  GM  is  a  bellwether  of 
the  market,  better  days  may  lie  ahead 
for  the  list  as  a  whole.   ■ 


1 

Latest 

«-  Earnings 

Per  Share-- 

/-Revenues 

(Millions)- 

12-Month 

Price/ 

l                   9  Mos. 

Gain  from 

9  Mos. 

Gain  from 

Earnings  Per 

Earnings 

Recent 

1974-75 

1975 

1974 

1975 

1974 

Company 

are 

Ratio 

Price 

Pi  ice  Range 

|                     $1.74 
1.71 

26.1% 

$       683.8 

25.5% 

Abbott  Labs 

2.36 

17 

40V4 

423A-15'A 

21.3 

1,067.1 

18.4 

Allis-Chalmers 

2.07 

6 

12V4 

123A-  6'/8 

2.38 

33.0 

280.1 

14.6 

Amer  Hoist  &  Derrick 

2.94 

5 

13% 

16%-  7Vz 

2.11 

22.0 

351.1 

15.0 

Anchor  Hocking 

2.76 

10 

26 'A 

261A-12 

1.41 

31.8 

1,245.3 

18.6 

Anheuser-Busch 

1.76 

20 

341/2 

393A-21 

1.04 

16.9 

410.1 

22.3 

Baxter  Labs 

1.37 

30 

41 

51%-24Vs 

3.18 

18.2 

1,371.0 

16.9 

Bristol-Myers 

4.25 

16 

69  'A 

701A  -30% 

2.90 

42.2 

265.4 

17.7 

Brockway  Glass 

3.36 

7 

23V2 

241A-10 

2.22 

33.7 

251.9 

35.3 

Bucyrus-Erie 

2.87 

14 

40V2 

511A-19 

3.19 

20.8 

505.5 

14.5 

Campbell  Taggart 

4.03 

9 

36 

36'/2-161A 

5.25 

96.6 

3,747.5 

31.0 

Caterpillar  Tractor 

6.59 

11 

70Vs 

75% -39% 

2.21 

63.7 

341.3 

25.6 

Chicago  Bridge  &  Iron 

3.77 

17 

65 

117V2-49V2 

3.18 

18.7 

2,235.2 

20.2 

Coca-Cola 

3.78 

23 

86  3A 

1273A-44% 

4.47 

23.8 

340.0 

19.0 

Cooper  Inds 

5.73 

8 

44% 

58V2-201A 

3.17 

21.9 

2,044.5 

11.0 

CPC  Intl 

4.37 

11 

47V4 

50V4-23% 

1.25 

71.2 

242.1 

24.7 

Curtiss-Wright 

1.65 

7 

121A 

15%-  5 

1.32 

23.4 

367.8 

16.4 

RR  Donnelley 

1.77 

11 

201A 

243A-153A 

5.67 

115.6 

1,450.0 

56.7 

Dresser  Inds 

7.64 

7 

57 

70% -33 

2.01 

26.4 

933.3 

71.4 

Fluor 

2.53 

14 

35% 

49     -15 

2.50 

32.3 

1,706.4 

10.1 

r.sic 

3.01 

6 

19  3/a 

21 1A-  9 

1.41 

58.4 

317.0 

26.7 

Gardner-Denver 

1.95 

12 

23  3A 

36V4-16% 

2.18 

44.4 

25,201.7 

13.8 

General  Motors 

3.94 

14 

565/s 

58Va-28% 

3.35 

329.5 

239.3 

36.6 

Hanna  Mining 

4.89 

9 

43% 

543A-19 

1.73 

34.1 

288.1 

32.8 

Hospital  Corp 

2.17 

11 

23 

26  3A-  5% 

0.93 

47.6 

323.6 

13.0 

Howard  Johnson 

1.11 

13 

14% 

15'A-  4 

4.62 

18.5 

1,230.2 

20.5 

Ingersoll-Rand 

6.34 

10 

66V4 

973A-50V2 

2.50 

16.3 

1,682.3 

15.3 

Johnson  &  Johnson 

3.15 

29 

91% 

119%-721A 

1.13 

34.5 

920.7 

22.3 

Kellogg 

1.27 

17 

22 

22     -lO'A 

3.68 

19.1 

757.4 

17.2 

Koppers 

4.67 

7 

34  Vb 

37% -16% 

3.44 

36.0 

3,629.2 

10.1 

Kraftco 

4.32 

10 

44% 

47% -26% 

2.83 

33.5 

1,686.7 

37.0 

Massey-Ferguson 

4.46 

4 

17 'A 

21      -11 3A 

8.32 

71.9 

559.1 

24.2 

MCA 

10.33 

7 

71 'A 

89% -19 'A 

2.92 

33.9 

437.1 

25.8 

Arthur  G  McKee 

3.75 

6 

21% 

35 1A-  9'A 

1.01 

57.8 

636.1 

17.0 

Melville  Shoe 

1.45 

13 

19% 

193A-  4% 

3.08 

16.2 

732.9 

58.5 

Morrison-Knudson 

3.90 

5 

203A 

29% -11% 

2.44 

26.4 

1,431.8 

13.4 

Nabisco 

3.36 

12 

41% 

43     -21 1A 

1.15 

22.3 

232.8 

15.1 

Nalco  Chemical 

1.57 

18 

283A 

333A-13 

4.59 

41.2 

706.5 

15.8 

Northrop 

6.20 

5 

29 'A 

33%-15'A 

4.09 

101.5 

1,100.4 

35.1 

Pittston 

5.23 

6 

29'A 

40% -11 

2.31 

63.8 

345.8 

20.4 

Pneumo  Corp 

2.89 

4 

111A 

li'A-  3 'A 

3.59 

24.2 

1,650.2 

18.1 

Raytheon 

4.55 

11 

48'A 

593A-20 

2.38 

27.3 

488.6 

15.4 

Reliance  Electric 

3.18 

5 

157/a 

23 'A-  9'A 

3.72 

72.2 

6,536.9 

18.5 

Safeway  Stores 

4.63 

9 

43 'A 

52% -29% 

2.36 

24.9 

243.3 

28.3 

Santa  Fe  Intl 

2.87 

8 

23% 

.-13 

2.80 

50.5 

1,154.3 

32.2 

Schlumberger 

3.62 

19 

68% 

90%-483A 

1.43 

30.0 

432.5 

25.4 

Skaggs  Companies 

2.36 

13 

30% 

30%  - 

3.79 

51.6 

734.6 

10.5 

Levi  Strauss  &  Co 

4.49 

9 

39% 

397a  -12  Ve 

2.03 

58.6 

321.1 

13.6 

Trane 

2.48 

8 

19'A 

363A-11 

2.63 

18.5 

932.1 

27.3 

White  Consol 

3.50 

6 

22 'A 

24 'A - 

5.30 

66.1 

258.3 

28.8 

Wm  Wrigley  Jr 

6.72 

9 

62'A 

65     -38 
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Santa  Fe 
PLUS= 


Natural  resources  are  an  important  plus 
factor  contributing  to  the  growth  of  Santa  Fes 
total  operation. 


Oil  production  now  exceeds  47,000  barrels  per 
day  with  new  explorations  covering  a  million  acres 

Coal,  300  to  400  million  tons  of  the  low-sulphur 
type,  is  part  of  a  new  development  in  New  Mexico. 

Lumber  and  plywood  are  being  produced 
from  630,000  acres  of  forest  land  operated 
on  a  sustained  yield  program. 


Santa  Fe  is  no  "Johnny-come-lately"  in 
the  development  of  natural  resources. 
We've  been  in  oil  production  for  78 
years,  managing  coal  properties  for  89 
years  and  developer  of  forest 
products  for  38  years. 

All  of  this  plus  107  years  of 
running  a  progressive  railroad. 
Today,  there  are  more  than  40 
companies  in  our  family. 


For  facts  about  the  many  ways  Santa  Fe 
can  serve  you,  just  drop  a  line  to: 

SANTA  FE  INDUSTRIES,  INC 

224  South  Michigan  Avenue  •  (312/427-4900)  Chicago,  Illinois  60604 


Faces  Behind  the  Figures 


With  A  Little 
Bit  Of  Luck 

I  .  Mi-.r.v  Air.  I  r.iu.iii  has  a  string  of 
earnings  gains  stretching  back  to  1960 
and  a  matching  price/ earnings  ra- 
tio: 28  in  a  ten-limes-earnings  mar- 
ket.  The  freight  forwarder  is  one  of 
Nun  lira's  most  profitable  companies, 
boasting  return  on  equity  of  over  32%. 

That  is.  until  this  year.  New  com- 
petition, the  recession  and  the  recent 
strengthening  dollar  (which  hurt  in- 
ternational shipments)  have  combined 
to  depress  Emery's  nine-month  earn- 
ings to  7  cents  per  share  below  last 
year's  like  period.  To  keep  its  earn- 
ings record  unbroken,  Emery  needs 
51  cents  per  share  in  the  last  quarter 
—or  around  18%  more  profit  than  the 
best  quarter  on  its  history. 

Can  Emery  make  it? 

Emery  is  rising  to  the  challenge. 
President  John  C.  Emery  Jr.,  the 
founder's  51-year-old  son,  has  been 
fighting  all  year  against  the  economy 
and  new  Federal  Express  (Forbes, 
Nov.  15),  which  has  captured  a  siz- 
able portion  of  Emery's  small-pack- 
age business.  He  spent  big  money  re- 


training his  marketing  people  to  pro- 
vide better  service  to  customers.  He 
also  tackled  a  major  problem  that 
arose  from  the  energy  crisis.  Emery 
does  not  fly  its  own  planes;  it  simply 
places    shipments    on    other    people's 

ift.  The  elimination  of  many  all-car- 
go and  nighttime  flights  by  commer- 
cial airlines  meant  that  there  was  that 
much  less  space  available  for  Emery 
to  assure  next-day  delivery.  To  fill  the 
gap,  the  company  spent  freely  to 
charter  air  taxis  and  the  like.  It  even 
booked  space  on  planes  belonging 
to  bitter  rival  Federal  Express. 

Even  before  service  improved,  Em- 
ery broadcast  its  first  major  television 
commercials  in  December  1974,  and 
at  the  same  time  raised  the  company's 
1975  advertising  budget  42%,  to  $1.7 
million. 

The  moves  helped  domestic  earn- 
ings, but  not  international.  For  all  of 
Emery's  efforts,  its  fabulous  string  of 
earnings  gains  (and  its  stock  price) 
were  endangered. 

Suddenly  last  month  rival  REA 
went  belly-up.  Instantly,  Emery's 
phones  started  ringing  with  over  a 
thousand  new  shipments,  such  as  tele- 
vision news  film  and  Sears,  Roebuck's 


Emery  of  Emery  Air  Freight 


costume  jewelry.  In  all,  REA's  demise 
might  boost  Emery's  business  by  as 
much  as  10%— to  provide  an  extra  $1 
million  in  pretax  profits  each  quarter. 

Will  the  company  top  51  cents  a 
share  in  the  fourth  quarter?  "I'm  op- 
timistic," says  Emery.  "And  1976 
shapes  up  as  an  even  better  year.  I'll 
accept  a  little  luck."  ■ 


Zinc  Into  Gold 

The  1975  annual  report  of  Azcon, 
the  old  American  Zinc  Co.,  reads: 
"At  Christmas  1971,  we  were  left 
with  a  company  with  a  net  worth  of 
less  than  $2  million,  a  $35-million  tax 
loss  and  no  operating  assets.  And 
we  were  also  left  with  a  strong  sense 
of  wishing  to  demonstrate  to  the 
world  that  we  weren't  quite  as  stupid 
as  we  then  looked." 

Today  the  writer,  Azcon  President 
David  Lloyd-Jacob,  hardly  looks  stu- 
pid. The  $181-million  (sales)  diver- 
sified steel  distributor  posted  a  splen- 
did 28%  return  on  equity  last  year, 
while  many  of  its  rivals'  earnings 
went  down  the  rat  hole. 

And  since  Azcon  is  85%-owned  by 
Consolidated  Gold  Fields,  that  turn- 
around has  established  the  urbane 
37-ycar-old  Lloyd-Jacob  as  a  man  to 
watch  at  the  British  home  company. 

Lloyd-Jacob,  a  knight's  son  with  a 
passion  for  good  opera,  made  his  first 
mark  as  Gold  Fields'  gold  expert  back 
in  1967.  The  Oxford  graduate  fore- 
saw the  coming  free  market  for  gold, 
and  convinced  the  big  mining,  fi- 
nance and  industrial  company  to  ex- 
pand its  gold  operations.  Says  Lloyd- 
Jacob  with  characteristic  understate- 


ment:   "A   very   satisfying   conclusion 
to  come  to,  in  retrospect." 

As  the  gold  price  soared,  so  did 
Lloyd-Jacob's  career.  He  quickly  be- 
came the  youngest  executive  director 
of  Gold  Fields  since  Cecil  Rhodes, 
the  British  empire  builder  who  gave 
his  name  to  Rhodesia. 


Lloyd-Jacob  of  Azcon 


Along  the  way  Lloyd-Jacob  w  as 
given  control  of  American  Zinc,  a 
real  basket  case.  The  metals  expert 
sold  off  the  company's  zinc  mining 
and  milling  assets  and  established 
the  huge  tax  loss  to  shelter  future 
earnings.  Then  he  set  about  building 
a  diversified  steel  company  through 
acquisition. 

To  squeeze  top  performances  from 
management,  Lloyd-Jacob  provided 
handsome  bonuses.  Last  year  one  di\  i 
sion  head  earned  a  total  of  $660,000, 
more  than  five  times  Lloyd-Jacob's 
own  salary. 

The  key  to  Azcon's  comeback,  how- 
ever, was  Lloyd-Jacob's  decision  to 
ignore  last  year's  steel  shortage  and 
keep  production  down.  Many  rivals 
expanded  inventories  and  coined  mon 
ey— for  a  while.  But  Lloyd-Jacob  fig- 
ured that  the  shortages  wouldn't  last. 
Now,  while  many  of  his  wounded  ri- 
vals arc  foregoing  expansion,  health) 
Azcon  is  expanding  one  "mini"  mill 
by  60V  and  planning  to  hook  it  np 
to  a  new,  cosl  dncct   reduction 

plant  which  Lloyd-Jacob  predicts  will 

provide    substitutes    for    Increasing!) 
iree  s<  rap. 
1 1 1 <    moral   is:   Going  against   the 

trend   is   a   smart    thing    11    \"ii    know 
what  yon  are  doing.    ■ 
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America's  gas  lines  are  her  life  lines. 


Natural  gas  provides  half  the  energy 
for  Americas  industry. 


Getting  more  should  he  a  national  priority. 


The  food  processing  industry  uses  370 
billion  cubic  feet  of  gas  a  year.  The  efficient, 
sven  heat  from  gas  is  best  for  baking,  and 
for  preparing  hundreds  of  food  products. 
Gas  is  important  to  a  lot  of  other  industries, 
too.  Most  products  you  use  are  related  to  gas 
in  some  way.  Millions  of  jobs  depend  on  it. 
That's  why  a  constant  and  sufficient  natural 
gas  supply  is  vital  to  America's  economy. 

The  natural  gas  is  there.  Studies  show 
proved  and  potential  gas  reserves  should 
last  well  into  the  twenty-first  century  at  the 
present  rate  of  use.  But  getting  it  is  not  go- 
ng to  be  easy.  We're  talking  about  gas  that 
ies  under  the  Arctic  ice  and  snow.  Under  the 
\tlantic  outer  continental  shelf.  Locked  in 


the  tight  rock  formations  of  the  Rockies, 
and  deeper  below  the  earth's  surface  than 
we've  ever  drilled  before. 

The  gas  industry  plans  to  invest  billions 
of  dollars  over  the  next  ten  years  to  get  the 
natural  gas  that's  needed.  The  industry  is 
willing  to  take  the  many  business  risks  in- 
volved. But  getting  the  gas  requires  more 
than  money  and  hard  work.  It  involves  many 
factors  beyond  the  gas  industry's  own  con- 
trol. Most  important  is  your  understanding 
and  cooperation  as  we  work  to  solve  a  prob- 
lem that's  vital  to  every  one  of  us. 


Use  gas  wisely.  It's  clean  energy 


for  today  and  tomorrow. 


MJ*'  ft  American  Gas 
W%nAM%  Association 


Faces  Behind  the  Figures 


Lender  Of  Last  Resort 

If  you  need  a  reminder  of  how  ex- 
pensive money  is,  take  a  look  at  Nor- 

iy.  The  country  is  sitting  on  oil  and 
oil  equivalents  reserves  of  around  12 
billion  barrels,  and  it  is  rated  a  triple- 
A  borrower.  Yet  last  month  it  had  to 
offer  an  8.85%  rate  to  sell  $100  million 
worth  of  five-year  notes  on  Wall 
Street. 

"And  that  wasn't  all  that  expen- 
sive," says  urbane  J.  Arthur  Urciuoli, 
Merrill  Lynch 's  director  of  internation- 
al finance,  who  alone  has  helped  un- 
derwrite around  $2  billion  for  for- 
eigners so  far  this  year. 

Urciuoli  points  out  that  several 
countries  have  had  to  pay  even  more 
abroad.  Norway  had  to  pay  9%  last 
September,  and  the  amount  was  only 
$50  million.  But  such  worthy  bor- 
rowers as  France  and  the  European 
Economic  Community  have  had  to  of- 
fer around  9%  even  here. 

What's  more,  developing  countries 
like  Mexico  and  Brazil  have  been 
forced  to  give  U.S.  investors  the  right 
to  demand  their  principal  after  five 
years,  if  they  don't  like  the  way  the 
countries'  economies  look. 

But  still  the  foreigners  are  coming 


to  Wall  Street  hat  in  hand.  Urciuoli 
says  the  foreigners  have  no  alterna- 
tive. After  two  years  of  world  reces- 
sion, everyone  needs  money— and  lots 
of  it-and  Wall  Street,  U.S.A.,  is  the 
only  capital  market  deep  enough 
to  accommodate  them  all.  < 

According  to  Urciuoli,  this  year 
foreign  governments  and  their  major 
corporations  will  raise  about  $6  bil- 
lion on  The  Street,  up  from  $3  bil- 
lion last  year  and  a  paltry  $960  mil- 
lion in  1973,  the  last  full  year  for 
the  interest  equalization  tax. 

That  is  a  mixed  blessing.  It  is  good 
news  for  investors  and  the  under- 
writers, who  pocket  roughly  an  ex- 
tra 10%  commission  on  some  of  these 
foreign  deals.  Merrill  Lynch  and  its 
syndicate,  for  instance,  will  gross 
about  $1  million  on  Norway's  recent 
$100  million  worth  of  notes. 

But  it  is  bad  news  for  domestic 
borrowers.  As  a  result  of  the  flood  of 
foreign  offerings,  everybody  has  to 
offer  bigger  interest  rates.  What's 
worse,  some  unlucky  low-rated  com- 
panies and  municipalities  have  been 
crowded  out  at  any  price. 

What  it  boils  down  to  is  that  when 
it  comes  to  borrowing  big,  Wall 
Street  is  the  only  viable  lender.   ■ 


Urciuoli  of  Merrill  Lynch 


Profits 
Out  Of 
A  Hat 


Wilson  of 

Mark  Wilson 

Productions 


Mark  Wilson  could  have  taught  the 
great  Harry  Houdini  a  neat  trick  or 
two.  Presto!  Chango!  Magician  Wilson 
has  turned  himself  into  a  millionaire 
at  age  46. 

Operating  out  of  a  North  Holly- 
wood, Calif,  warehouse  with  a  staff 
of  27,  the  former  college  advertising 
student  is  proving  that  magic  can  be 
a  lucrative  form  of  entertainment— 
and  product  promotion. 

Magic  is  perfect  for  promotion, 
where  the  big  bucks  are,  Wilson  says, 
"because  you  can  take  the  actual 
product  and  do  things  with  it."  Like 
mixing  coal,  air  and  water  in  a  hat 
and  pulling  out  nylon  stockings.  Or 
like  sawing  a  woman  in  two  and  then 
lifting  half  of  her  on  a  forklift. 

Enchanted     corporations     such     as 
E.I.  du  Pont,  Allis-Chalmers,  Minne- 
sota   Mining    have    all    hired 
Wilson's  Mark  Wilson  Pro- 
ductions to  create  "magi- 
cal   attractions"    at    their 
industrial  shows. 
In    addition,    Wilson    has 
created    television    commercials 
for  Kodak,  premium  promotions 
r     for   Kelloggs'    cereals   and   an    ac- 
claimed  Hall   of   Magic   Pavilion   for 
General  Cigar  Co.  at  the  New  York 


World's  Fair.  He  also  animated  Pills- 
bury's  Poppin'  Fresh  Doughboy,  and 
designed  magic  shows  for  a  number 
of  amusement  parks,  including  Los 
Angeles'  Busch  Gardens,  Six  Flags 
Over  Mid-America  and  the  Hershey- 
park  in  Hershey,  Pa. 

The  corporate  work  is  so  profitable 
that  the  movie-star-handsome  magi- 
cian now  spends  only  20%  of  his  time 
performing  on  TV  or  in  Las  Vegas. 
And  he  doesn't  do  that  only  for  the 
money.  The  appearances  also  keep  his 
name  before  the  public . 

Wilson  is  close-mouthed  about  ex- 
actly how  much  he  makes.  But  he 
admits  to  grossing  more  than  $1  mil- 
lion a  year  at  least  since  1969.  From 
the  sound  of  his  plans,  that  is  just 
the  beginning:  He  has  formed  a  cor- 
poration now  to  offer  a  mail-order 
magic  course.  Wilson  says  the  poten- 
tial is  unlimited,  since  people  "seek 
the  fantasy  of  magic  in  hard  times." 

Wilson  also  provides  personal  les- 
sons to  the  rich  and  famous— like 
Dick  Van  Dyke,  John  Denver,  fackie 
Gleason  and  Cher,  to  name  a  few. 

Says  Wilson,  perhaps  thinking  <>l 
Houdini,  who  never  got  rich:  "Then 
are  plenty  of  fine  performers,  but 
that  is  not  where  the  money  is."  ■ 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE  November  14, 1975 


$250,000,000 


Phillips  Petroleum  Company 


SX%  Debentures  Due  2000 


Price  100% 

plus  accrued  interest,  if  any,  from  November  15,  1975 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  underwriters, 
including  the  undersigned,  only  in  States  in  which  such  underwriters  are  qualified 
to  act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation 

Blyth  Eastman  Dillon  &  Go.  Goldman,  Sachs  &  Go. 

Incorporated 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Salomon  Brothers 

Incorporated 

Dillon,  Read  &  Go.  Inc.    Donaldson,  Luf kin  &  Jenrette    Drexel  Burnham  &  Go.    Halsey,  Stuart  &  Go.  Inc. 

Securities  Corporation                                            Incorporated  Affiliate  of  Bache  &  Co.  Incorporated 

Hornblower  &  Weeks-Hemphill,  Noyes            E.  F.  Hutton  &  Company  Inc.  Kidder,  Peabody  &  Co. 

Incorporated  Incorporated 

Kuhn,  Loeb  &  Co.               Lazard  Freres  &  Co.               Lehman  Brothers  Loeb,  Rhoades  &  Co. 

Incorporated 

Paine,  Webber,  Jackson  &  Curtis                      Reynolds  Securities  Inc.  Smith,  Barney  &  Co. 

Incorporated  Incorporated 

Wertheim  &  Co.,  Inc.         White,  Weld  &  Co.         Dean  Witter  &  Co.         Warburg  Paribas  Becker  Inc. 

Incorporated  Incorporated 


Faces  Behind  the  Figures 


Life  After  40 

One  of  the  oddities  of  the  Great 
Recession  is  that  it  has  apparently 
been  a  boon  to  an  unlikely  segment 
of  the  population— unemployed  execu- 
tives over  40.  The  tougher  times  got, 
the  more  companies  leaned  to  hiring 
proven  workers. 

At  least,  that's  the  view  of  a  man 
who  ought  to  know— 78-year-old 
James  E.  Wilson,  president  of  the  non- 
profit Forty  Plus  Club,  which  helps 
over  200  aging  unemployed  to  find 
new  jobs  each  year. 

The  former  Air  Force  colonel,  who 
lias  also  been  an  advertising  man  and 
teacher,  says  that  the  recession  did 
more  for  his  people  than  all  the  age- 
discrimination  laws  put  together.  He 
says  companies  reasoned  that  there 
was  no  point  in  hiring  scores  of 
youngsters  when  business  isn't  ex- 
panding. "They  realize  that  usually 
you're  more  profitable  to  them  after 
40,"  he  says,  "because  you've  had  the 
time  to  make  mistakes  elsewhere." 

He  adds,  "Some  people  turn  around 
and  tell  me  that  older  people  don't 
have  the  flexibility  of  younger  ones. 
But   old   people   are    more   willing   to 


Wilson  of  Forty  Plus 


accept   change;   they've   already   seen   j 
so  much  of  it." 

Wilson,  Seoul,  Korea's  first  military 
governor,  knows  from  first-hand  ex- 
perience the  frustration  of  being  re- 
jected because  of  age.  An  advertising 
agency  personnel  man  once  told  him: 
"You've  got  everything  we  want,  but 
you're  over  38." 

Wilson  joined  Forty  Plus,  a  self- 
help  group  founded  in  1938.  He 
stayed  and  soon  rose  to  head  a  local 
organization  that  now  has  numerous 
affiliates  all  across  the  country.  The 
organization  also  relies  on  "experi-  i 
ence":  Senior  members  (with  a  few  I 
months'  experience)  teach  new  ones 
the  realities  of  things  like  letter  writ- 
ing, resume  writing  and  interview 
techniques. 

Is  the  shift  from  youth  to  experi- 
ence here  to  stay?  Wilson  says:  "The 
average  businessman  is  not  a  dope. 
He's  experimented  with  all  these 
young  guys  who  don'i  know  what 
their  business  is  about— and  he's 
learned  from  experience  too." 

As  a  new  member  puts  it:  "There's 
only  one  thing  wrong  with  Forty  Plus 
—its  name.  It  should  be  called  the  Ex- 
perienced Management  Club."  ■ 


Only  A  Few 
Molotov  Cocktails 

Should  John  Moren  have  his  head 
examined? 

As  Chrysler's  vice  president  for 
South  America,  the  Far  East  and  Af- 
rica, he  has  just  authorized  a  $30- 
million  expansion  program  in  Argen- 
tina that  will  double  Chrysler's 
35,000-vehicle-a-year  production  in 
that  troubled  country. 

Expand  in  Argentina?  The  nation's 
economy  is  staggering  under  240%  in- 
flation this  year.  And  if  President  Isa- 
bel Peron  doesn't  heed  the  cries  for 
her  resignation  by  labor— once  her 
staunchest  supporter— the  reluctant 
military  may  stage  a  coup.  At  the 
same  time,  all  foreign  investors  face 
a  ban  on  cash  returns  to  their  parent 
organizations,  plus  threats  of  nation- 
alization (called  Argentinization). 
And  there  is  always  the  fear  that 
foreign  executives  will  be  kidnapped 
and  killed. 

Chrysler  lost  $52  million  last  year, 
another  $232  million  for  the  first  nine 
months  of  1975;  it  is  trying  to  pull  out 
of  Britain,  and  its  finance  subsidiary 
has  just  been  dropped  to  a  low  BB 
credit  rating.  Why  would  Chrysler 
take    on    a     gamble    in     Argentina— 
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above  all  at  a  time  like  this? 
The  answer  is  that  the  deal  may 
not  be  much  of  a  gamble,  after  all. 
Anxious  to  get  rid  of  their  fast-eroding 
pesos  as  quickly  as  possible,  Argen- 
tines are  buying  cars  like  crazy.  The 
frenzy  is  making  cars  a  great  invest- 
ment. "Not  only  is  a  car  a  bargain 
there    when    you    buy    it,    thanks    to 


Moren  of  Chrysler 


rather  tight  price  controls,"  says  Mor- 
en, "but  its  resale  value  jumps  sig- 
nificantly above  what  you  paid  for  it." 

But  Chrysler  isn't  foolish  enough  to 
invest  fresh  capital  in  Argentina.  The 
expansion  will  be  financed  by  offering 
60%  of  its  subsidiary  to  local  suppliers 
and  dealers. 

Although  Chrysler  ranks  well  be- 
low Fiat,  Ford  and  General  Motors  in 
domestic  Argentine  production,  it  is 
the  industry's  largest  exporter,  because 
of  a  more  extensive  South  American 
distribution  system.  So  Moren's  Argen- 
tine expansion  scheme  is  protecting 
Chrysler's  original  investment  there 
and  pumping  profits  into  Chrysler's 
other  South  American  operations  at 
no  additional  cost. 

"I  think  that  the  very  logic  of  the 
approach  has  a  lot  to  recommend  it," 
says  Moren. 

"This    may    sound    a    little    foolish," 
he    adds,   "but   we're   guardedly   opti 
inistic    about    Argentina.    Sure,    we'u 
had  threats,   Molotov  cocktails  tossed 
over  the  fence  into  our  ears,  the  ad 
ministration  building  machine-gunned 
in   the   night.   But  Argentines   are   still 
the    best-educated    people,    with    the 
highest    standard   of   living,    in    South 
America.    You    just    kind    of    have    a 
feeling  that  eventually  the  problems 
of  government  will  be  solved."  ■ 
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The  Rainbow  James  Thomas  Linnell  1826-1905  From  the  Forbes  Magazine  Collection 

Forbes.  A  gift  to  be  appreciated 
now  and  all  next  year. 


We've  all  heard  of  the  executive  who  was  at 
last  persuaded  to  take  a  vacation.  As  a  result,  he 
spent  three  weeks  by  the  shore  looking  strand- 
ed until,  on  his  last  day,  he  met  another  exec- 
utive and  spent  the  day  with  him  discussing 
common  business  problems.  He  returned 
completely  relaxed. 

A  Forbes  subscriber,  naturally.  But  if  you 
know  an  executive  like  that  who  isn't  a  Forbes 
subscriber,  you  have  the  answer  to  a  gift  prob- 
lem. Nothing  could  be  better  than  Forbes. 
Meetings  with  other  executives  . . .  analyses  of 
companies  with  valuable  insights  into  the  whys 
and  wherefores  of  their  success  .  .  .  lessons  from 
corporate  mistakes  .  .  .  how  executives  wield 
power  . . .  profitable  formulas  for  mergers  and 
acquisitions  . . .  it's  all  in  Forbes. 

To  round  out  Forbes  personal  service  to 
executives,  each  issue  features  top  Wall  Street 
analysts  with  their  recommendations  for  invest- 
ment buys  and  sells.  Why  not  welcome  a  new 
member  to  the  Forbes  community  of  successful 
business  people  this  year. 


Send  us  your  gift  list  now,  either  on  the  card 
bound  in  this  issue  or  on  your  own  letterhead. 
Extra  savings  are  available  on  multiple  orders 
(see  box)  . . . 

An  announcement  in  the  form  of  a  repro- 
duction of  the  painting  above  will  be  sent  in 
your  name  to  each  recipient. 

The  subscription  will  start  with  the  January 
1,  Annual  Report  on  American  Industry  issue. 
If  the  order  card  has  been  removed,  please 
address  your  order  to  Mr.  Ted  York,  Forbes,  60 
Fifth  Avenue,  New  York,  N.Y.  1001 1 . 


Forbes  Special  Gift  Rates 

One  1  -year  gift  -  $  1 5 

Two  1-year  gifts  -  $28 

Three  1 -year  gifts-  $41 

Each  additional  1  -year  gift  —  $  1 3 

Each  3 -year  gift  —  $30 

Pan   American   orders,   please   add 
year.  Other  foreign,  add  $9  a  year. 


$4  a 


ANNOUNCING 

T.J.  Holt's 
PREDICTIONS  FOR  1976 

Including  His  Views  on  What  May  Be  Next  Year's 
Most  Unexpected  Economic  Development 


On  January  9,  1976,  T.  J.  Holt  will  present 
his  predictions  for  1976.  This  much  awaited 
special  feature  of  The  Holt  Investment  Ad- 
visory will  first  review  the  key  predictions 
made  at  the  very  start  of  1975.  For  example, 
it  will  analyze: 

Why  Holt  was  right  in  predicting  that  the  Dow 
Jones  industrials  would  rise  during  the  greater  part  of 
1975,  but  wrong  in  pinpointing  that  the  bear-market 
rally  would  peak  in  the  upper  700's  (the  Dow 
actually  stayed  above  800  for  more  than  5  months); 

Why  he  was  right  in  predicting  that  Federal 
pump-priming  efforts  would  fail  to  rekindle  orderly 
economic  growth,  but  wrong  in  expecting  the  top 
unemployment  rate  to  exceed  10%  (the  peak  was 
only  9.2%); 

Why  he  was  right  in  predicting  that  bankruptcies 
in  1975  will  reach  the  highest  rate  since  the  1930's, 
but  wrong  in  forecasting  widespread  declines  in  real 
estate  prices  (only  those  of  commercial  buildings  and 
condominiums  have  come  under  heavv  pressure  so 
far); 

Why  he  was  right  in  predicting  that  the  U.S. 
dollar  would  emerge  in  the  foreign  exchange  market 
as  a  strong  currency  in  1975,  but  wrong  in  expecting 
precious  metals  to  enjoy  firm  demand  as  well  (gold 
.vas  hit  by  panic  selling  instead). 

In  his  "Predictions  for  1976" 
Holt  will, among  other  things,  .  .  . 

...  discuss  what  underlying  developments  in  1975 
will  have  a  major  impact  on  the  new  year; 

...  appraise  the  outlook  for  the  world  and  domestic 
economies,  especially  in  light  of  the  nagging 
liquidity  problem  besetting  corporations,  mu- 
nicipal governments,  and  real  estate  investment 
trusts; 

•  •  .  predict  how  the  stock  and  bond  markets  will 
behave,  giving  his  "ball  park"  figure  for  the  Dow 
Jones  industrial  average; 

...  analyze  how  U.S.  and  foreign  fiscal  and  mone- 
tary policies  are  likely  to  affect  the  price 
structure  at  home  and  abroad; 

.    .    .  forecast  the  prospects  for  gold  and  silver,  major 


currencies,    real    estate    and    other    investment 
vehicles; 

.  .  .  and  predict  what  economic  development  in 
1976  will  probably  catch  most  investors  totallv 
by  surprise. 
As  usual,  most  of  Mr.  Holt's  views  will  probably  be 
significantly  different  from  the  consensus  of  other 
experts.  Although  his  minority  views  have  scored  an 
astonishing  batting  average  in  the  past,  there  is  no 
assurance  that  he  will  be  on  target  this  time.  But  we 
think  investors  seeking  an  alternative  to  the  conven- 
tional wisdom  will  at  the  very  least  find  his  logical 
approach  to  economic  and  market  forecasting  eye- 
opening,  and  his  unhedged  conclusions  thought- 
provoking. 

Subscribers  Only 

"Predictions  for  1976",  which  will  be  published  and 
mailed  on  January  9th,  will  be  available  only  to  sub- 
scribers of  The  Holt  Investment  Advisory  (and  clients 
of  Holt's  money  management  and  other  investment 
services).  It  will  not  be  sold  separately.  To  reserve 
your  copy,  just  enter  a  two-month  introductory 
subscription  (a  S24  value)  now  for  only  S10. 

WHO  ARE  WE? 

T.  J.  Holt  &  Company,  having  achieved  broad 
recognition  in  recent  years,  is  currently  one  of  the 
nation's  well  established  investment  advisory  firms. 
Publicly  owned  and  independent  of  the  "financial 
establishment",  the  company  was  formed  in  1967  to 
offer  investors  a  responsible  alternative  to  the  con- 
ventional wisdom. 

The  firm  now  serves  well  over  10,000  individual  and 
institutional  investors,  and  is  an  economic  consultant 
to  major  corporations. 
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T.  J.HOLT  &  COMPANY,  INC. 

277  Park  Avenue,  New  York,  N.Y.  10017 


Please  enter  my  2-month  subscription  to  The  Molt 
Investment  Advisory.  I  understand  that  I  shall  receive 
your  current  issue  as  a  bonus,  and  that  "Predictions 
for  1976"  will  be  sent  to  me  in  early  January  as  part 
of  my  subscription.  My  S10  is  enclosed. 


Name 


Address 


City    State ZIP 

Your  subscription  not  assignable  without  your  consent. 
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Composed  of  the  following: 

Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of   Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Bureau  of  Census  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Bureau  of 


Census  privately  owned  housing  starts) 

Consumption 

•  How  much  are  people  spending?  (Bureau  of 
The  Census  retail  store  sales) 

•  To  what  extent  are  consumers  going  into  debt? 
(Federal  Reserve  net  change  in  consumer  in- 
stallment debt) 

•  How  costly  are  services?  (U  S    Dept   of  Labor 


service  price  index  related  to  the  consumer 
price  index) 

Income 

•  How  much  are  workers  earning?  (Dept  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.S. 
Dept    of  Labor  initial  unemployment  claims) 


Market  Comment 


On  Being  In  Vogue 


The  fast  in-and-out  traders  are  as 
anxious  to  be  in  vogue  as  is  a  fash- 
ionable woman.  They  want  to  own 
the  stocks  that  are  moving,  and  they 
tend  to  follow  one  another  (for  a 
time  at  least)  more  or  less  as  a  flock 
follows  the  lead  sheep.  This  makes 
each  new  vogue  go  to  an  extreme, 
and  the  latecomer  gets  stuck  for  a 
while  with  overvalued  equities.  It's 
fun  while  it  lasts,  but  there  are  re- 
grets when  Jt  is  over. 

Just  look  at  what  has  happened 
to  some  of  this  year's  earlier  "vogue" 
stocks:  fertilizer,  coal  and  especially 
the  oil  service  issues.  There  was  a 
good  thesis  on  all  of  them,  but  it  is 
now  evident  that  most  of  them  went 
up  too  far  too  soon,  and  that  buyers 
who  came  in.  late  would  have  done 
much  better  if  they  had  bought  less 
popular  issues. 

For  instance,  Halliburton  is  now 
down  from  189  to  142,  Hughes  Tool 
from  503s  to  38,  Schlumberger  from 

Mr.   Hooper   is  vice   president  of  the  NYSE  firm  of 
Thomson  &  McKinnon  Auchincloss  Kohlmeyer  Inc. 


By  L.  O.  Hooper 

90M  to  70,  Gearhart-Owen  from  39% 
to  27,  International  Minerals  & 
Chemical  from  48M  to  36M,  Terra 
Chemicals  International  from  16%  to 
10,  Pittston  from  37&  to  29,  Indus- 
trial Fuels  from  over  23&  to  about 
12%,  and  Joy  Manufacturing  from  90 
to  63  before  the  2-for-l  split.  There 
also  have  been  some  big  declines  in 
good  oils  like  Continental  Oil  from 
75  to  60  and  Standard  Oil  of  Ohio 
from  85M  to  72.  Fundamentally,  most, 
but  not  all,  of  these  stocks  are  really 
worth  just  as  much  as  they  were 
worth  at  their  highs— but  they  are  no 
longer  in  vogue. 

More  recently,  most  of  the  food 
issues  have  been  popular,  with  many 
of  them  making  new  highs  in  the 
first  week  of  November.  There  has 
been  a  greater  willingness  to  buy 
shares  of  big  companies,  such  as  Ex- 
xon, General  Motors  and  Internation- 
al Business  Machines.  At  the  same  time 
the  copper  shares  have  rarely  been 
so  unpopular,  and  so  many  questions 
are  being  raised  regarding  both  the 


banks   and   the   insurance   companies. 

If  you  take  an  unimpassioned  look 
at  the  stock  market  as  a  whole,  it 
has  been  getting  nowhere  since  about 
the  first  of  August.  Yet  there  were 
at  least  250  NYSE  issues  which  reg- 
istered higher  prices  in  October  and 
early  November  than  those  recorded 
at  any  time  earlier  in  1975.  The  mar- 
ket has  really  been,  and  still  is,  a 
highly  selective  affair.  For  all  that 
the  leadership  usually  has  been  with 
the  "big"  stocks,  not  a  few  "small" 
stocks  have  done  very  well  indeed, 
many  of  them  definitely  of  specula- 
tive grade. 

Lately  there  have  been  two  very 
strong  broad  influences,  over  and 
above  the  trend  in  general  business 
and  the  trend  in  earnings.  One  has 
been  bullish— the  easing  in  money 
and  the  drop  in  short-term  interest 
rates.  The  other  has  b  -en  bearish  (or 
at  least  a  restraining  influence)  — 
namely,  the  New  York  City  and  New 
York  State  fiscal  crisis.  The  one  has 
seemed  to  cancel  out  the  other. 

As  I  see  it,  the  Fed  (which  really 
controls  money  rates  rather  than  sup- 
ply and  demand  factors)  can't  tight- 
en credit  when  faced  with  the  task 
of  creating  money  to  meet  a  federal 
deficit  of  wartime  proportions,  and 
the  Fed  must  be  additionally  reluc- 
tant to  tighten  up  now  because  of 
New  York. 

As  far  as  the  New  York  crisis  is 
concerned,  no  one  knows  what  can 
happen,  nor  exactly  what  the  after- 
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Today,  you  can  get 
high  interest  rates 
a  lot  of  places.  It's 
Tomorrow  you  have  to 
worry  about!  Read:  "The 
Arithmetic  of 
Disadvantage' 
a  free  booklet. 
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ROWE  PRICE 

NEW  INCOME 

FUND,  iNc 

a  no-load  fund 

Write  or  call  collect  for  a 
prospectus  301  -547-21 36. 

Rowe  Price  New   Income  Fund,   Inc 

100  Easr   Pratt   Street 

Baltimore,  Maryland  21202  Oept    A6 

]   Keogh  Available 
Name 


Address - 
City 


State - 


.Zip. 


phelps 
dodge 

161st  CONSECUTIVE 
QUARTERLY  DIVIDEND 

The  Board  of  Directors  of 
Phelps  Dodge  Corporation  has 
declared  a  quarterly  dividend 
of  550  per  share  on  its  capital 
stock  payable  December  10, 
1975  to  stockholders  of  record 
at  the  close  of  business  on  No- 
vember 21,  7975.  Total  divi- 
dends tor  7975  amount  to  $2.20 
per  share,  the  same  as  in  1974. 

ROGER  C.  SMITH, 
Vice  President-Finance 
and  Treasurer 

New  Yorfc,  N.  Y. 

November  5,  7975 


PUBLIC  LANDS-OPPORTUNITY 

Equal  Opportunity  is  provided  all  citizens 
of  the  U.S.A.  to  participate  in  the  Profits 
and  Tax-Benefits  of  Oil  &  Gas  Lease-Rights 
on  Public  Lands.  Parcels  are  awarded  each 
month  through  PUBLIC  DRAWINGS  which 
provide  profit  potential  in  excess  of  '/2  mil- 
lion dollars.  DRAWINGS  are  administered 
by  the  BUREAU  of  LAND  MANAGEMENT. 
To  enter  your  name,  send  $25.00  for  one 
parcel  (two  parcels  $50.00,  three  parcels 
$75.00,  etc.).  For  complete  information 
write  or  call 

FEDERAL  OIL  ft  GAS  LEASES.  INC. 

Geological  ft  Market  Evaluation  Services 

2995  L.B.J.  Freeway 

P.O.  Boi  29119.  Oept.  FOR 

Dallas,  Teias  75229  Ph.  (214)  243  4253 

Coll  toll  free  800-527.2654  eicept  from  Te«ot 


math  of  a  default  would  be.  Senti- 
ment has  blown  hot  and  cold,  often 
from  day  to  day.  I  wonder  whether 
a  patching  up  of  this  crisis  can  be 
any  more  than  a  delay  in  facing  the 
inevitable. 

Psychologically,  I  think  both  the 
stock  market  and  the  corporate  bond 
market  have  gone  a  long  way  toward 
discounting  the  eventuality  in  New 
York.  We  have  been  thinking  about 
it  for  a  long  time,  and  there  is  little 
surprise  element  left.  By  the  same 
reasoning,  I  don't  think  that  a  patch- 
ing up  of  financially  wounded  New 
York  between  now  and  the  end  of 
the  year  can,  per  se,  do  the  stock 
market  more  than  passing  good.  It 
might  release  some  of  the  specula- 
tive restraint,  but  that's  all. 

A  Better  Market  Ahead 

What  I  am  really  trying  to  say  is 
that  I  think  that  before  the  end  of 
the  year  a  combination  of  easier  mon- 
ey, better  business  and  less  fear  of 
double-digit  inflation  will  permit  the 
stock  market  to  do  better  regardless 
of  which  way  the  cat  jumps  in  New 
York.  One  of  the  things  all  of  those 
close  to  the  market  have  noticed  in 
recent  weeks  is  that  "the  market  does 
not  want  to  go  down,"  otherwise  it 
would  be  bumping  the  bottom  of  the 
trading  range  rather  than  threaten- 
ing the  top  of  it.  It  has  had  lots  of 
excuses  to  behave  worse  than  it  has. 

Two  oil  stocks  seem  to  deserve  at- 
tention on  the  theory  that  better 
overseas  profits  are  more  than  off- 
setting a  domestic  squeeze  of  gasoline 
margins.  One  is  Mobil  Oil  (45), 
which  should  earn  $8  or  more  this 
year  and  pays  $3.40.  The  other  is 
Royal  Dutch  (36),  recently  mentioned 
in  this  column,  which  shares  60%  of 
the  earnings  of  the  Royal  Dutch/ 
Shell  Group,  the  second-largest  oil 
complex  in  the  world  after  Exxon. 
Royal  Dutch's  share  of  the  Group's 
earnings  this  year  could  be  around  $9 
a  share  on  RD  stock.  This  makes  the 
stock  look  cheaper  than  Exxon  (which 
I  would  not  switch  or  sell),  even 
though  RD  does  not  have  Exxon's  ac- 
ceptance either  with  individual  or  in- 
stitutional investors. 

Early  this  year  I  called  attention 
to  Duplex  Products  (17),  a  manu- 
facturer of  business  forms,  especially 
those  used  for  computer  output.  This 
company's  fiscal  year  ended  Oct.  31. 
In  spite  of  lower  sales,  profit  mar- 
gins and  earnings  in  this  year's  more 
competitive  market,  especially  in  the 
final  two  quarters  of  the  year,  I  ex- 
pect profits  of  around  $4  a  share  for 
the  fiscal  year  as  against  $5.41  las! 
year.  The  outlook  for  the  new  fiscal 
year  seems  to  be  for  about  the  same 
earnings  as  in  fiscal  1975.  This  stock 


is  listed  on  the  American  Stock  Ex- 
change and  has  a  thin  market. 

I  am  frequently  asked  about  bank 
shares.  I  think  they  are  a  mixed  bag 
and,  so  far  as  I  am  concerned,  under 
present  conditions  it  is  impossible  to 
be  accurately  selective  about  them. 
To  judge  them,  one  should  be  able 
to  X-ray  the  loan  portfolio  of  each 
bank  and  arrive  at  an  estimate  of 
the  quality  of  each  major  loan.  That 
simply  can't  be  done.  Some  banks 
have  made  too  large  loans  to  REITs, 
shaky  municipalities,  tanker  projects 
and  companies  like  W.T.  Grant;  oth- 
ers have  more  than  adequate  reserves 
to  take  care  of  such  possible  losses, 
if  any.  It  seems  to  me  that  the  logi- 
cal policy  now  is  not  to  add  to  hold- 
ings of  bank  shares.  Even  the  "good" 
bank  shares  will  probably  not  do  too 
well  because  of  the  bad  company  they 
keep.  Now  don't  misunderstand  me! 
I  am  talking  about  shareholder  risks, 
not  about  depositor  risks.  In  all  but 
a  few  cases,  depositor  risks  appear 
to  be  minimal  because  of  govern- 
ment guarantees. 

What's  become  of  the  energy  cri- 
sis? It  has  been  swept  under  the  rug, 
but  it  is  still  there!  Unless  we  are 
willing  to  continue  to  be  highly  de- 
pendent on  the  Arabs  and  to  pay 
through  the  nose  for  gasoline,  fuel 
oil,  natural  gas,  electric  power  and 
chemical  raw  materials,  we  must  en- 
courage rather  than  discourage  the 
hunt  for  oil,  the  development  of  our 
inexhaustible  coal  reserves  and  our 
nuclear  potential.  That  means  that 
many  now  out-of-vogue  oil  shares, 
coal  shares,  nuclear  shares  and  the 
shares  of  companies  which  make  the 
machinery  and  devices  to  develop  oil, 
coal  and  nuclear  facilities  are  sleep- 
ing rather  than  dead. 

Investors  and,  to  an  even  greater 
extent,  speculators  have  a  self-defeat- 
ing penchant  for  buying  stocks  that 
are  in  vogue  rather  than  those  that 
are  out  of  vogue.  It  is  the  out-of- 
vogue  stocks  that  are  the  real  bar- 
gains. Some  of  these  now  are  the 
coppers,  the  oils,  the  oil  sen  ice  issues 
and  the  forest  product  stocks  which 
represent  ownership  in  growing  tim- 
ber, especially  timber  located  in  the 
U.S.  rather  than  in  Ganada. 

To  emphasize,  I  want  to  say  once 
more  that  the  time  to  buy  copper 
shares  is  when  prices  lor  the  metal 
are  below  the  cost  ol  production] 
when  producer  earnings  are  negligi- 
ble or  nonexistent,  when  dividends 
are  being  passed  or  reduced,  and 
when  analysts  tell  yon  that  then- 
is  not  a  prayer  for  them  foi  ; 
These  and  other  out-of-vogne  stocks 
require  courage  and  patience,  but  the 

eventual   rewards  have  usuall)    been 
dependable.  ■ 
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A  SPECIAL  OFFER  TO  SERIOUS  INVESTORS 

who  seek  better-than-average  results  year-in  and  year-out 


If  neither  you  or  any  member  of  your 
family  has  had  a  subscription  to  The 
Value  Line  Survey  in  the  last  two 
years,  you  can  now  receive  the  com- 
plete Value  Line  Investment  Survey 
for  the  next  12  weeks  for  only  $29. 

MONEY  BACK  GUARANTEE 

You  take  no  risk.  If  you  are  not 
satisfied  with  the  Value  Line  Survey, 
return  the  material  you  have  received 
within  30  days  for  a  full  refund. 

Value  Line's  stock  advisory  service 
is  unique  in  that  it  systematically 
provides  these  three  essentials  for 
rational  investing. 

1.YOU  GET  PERSPECTIVE 

over  the  broad  field  of  values;  (1600 
companies,  78  industries). 

Value  Line  through  its  ranking 
system,  which  has  been  developed 
over  40  years  of  testing,  brings  you 
objective  criteria  on  where  each  of  the 
1600  stocks  stands  in  relation  to  all 
the  others  currently  in  terms  of: 

a)  its  probable  price  performance 
in  the  next  12  months; 

b)  its  future  safety. 

Every  group  of  stocks  Value  Line 
rated  Highest  or  Above  Average  for 
Performance  in  the  Next  12  Months 
did  in  fact  outperform,  as  a  group,  the 
average  of  all  stocks  covered  by 
Value  Line  in  each  of  the  last  ten 
calendar  years. 

Note:  Not  every  stock  will  perform 
in  accordance  with  its  rank  in  every 
year.  But  such  a  high  percentage 
have  in  the  past,  for  reasons  that  are 
logical  and  based  on  earnings,  growth 
rates,  and  risk,  that  the  probabilities 
stand  in  your  favor  when  you  line  up 
your  stocks  with  the  Value  Line  ranks. 

2.  YOU  GET  FOLLOW-UP 

Value  Line  follows  up.  Its  ranks  are 
updated  every  week  at  the  latest 
prices.  Every  stock  is  covered  in  a 
full-page  report  every  three  months 
on  a  pre-set  schedule.  You  know  ex- 
actly when  your  next  report  will  come 
in.  In  addition,  if  evidence  requires, 
supplementary  reports  are  issued 
between  the  times  of  the  quarterly 
reports.  You  are  never  left  "hanging." 

3.  YOU  GET  UNDERSTANDING 

Over  its  40-year  history  of  appraising 
stock  values,  Value  Line  has 
developed  computer  programs  based 
on  reported  earnings  and  growth 
rates  that  reduce  the  complicated 
relationship  of  prices  to  earnings, 
growth  and  risk,  to  two  straight- 
forward indices: 

1)the  rank  for  Probable  Market 
Performance  in  the  next  12 
Months 

2)  the  rank  for  future  Safety 
Value  Line  discloses  the  methods  that 
have   been   developed   to  compute 


these  ranks.  It  reports  regularly  on 
how  effectively  the  ranks  have  per- 
formed in  practice. 

HOW  IT  WORKS 

By  giving  each  stock  two  numerical 
rankings,  Value  Line  relays  its  expec- 
tations to  subscribers  quickly  and 
clearly.  Based  on  a  scale  of  1  to  5, 
here's  what  these  rankings  tell  you. 

Probable  Price  Performance  Over 
the  Coming  12  Months 

Rank  1.  Expect   the   best   price   perfor- 
mance relative  to  1600  stocks. 

Rank  2.  Expect  above-average  perfor- 
mance. 

Rank  3.  Expect  average  performance. 

Rank  4.  Expect   beiow-average   perfor- 
mance. 

Rank  5.  Expect  poorest  performance. 

Probable  Safety  in  the  Future 
Rank  1.  Expect  the   least  volatility   (the 

greatest  price  stability). 
Rank  2.  Expect  less  than  av'ge  volatility. 
Rank  3.  Expect  both  volatility  and  stability 

to  be  average. 
Rank  4.  Expect    greater    than    average 

volatility  (below  average  stability). 
Rank  5.  Expect  the  greatest  volatility  (the 

least  stability). 
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You  pick,  out  of  the  400  odd  stocks 
which  Value  Line  currently  ranks  1 
(Highest)  or  2  (Above  Average)  for 
Performance  in  the  Next  12  Months, 
those  that  also  meet  your  standards 
for  safety  and  current  yield.  When, 
and  if,  any  of  these  stocks  fall  below 
your  standards,  you  switch  to  those 
that  currently  conform. 

Value  Line  adds  to  your  perspec- 
tive by  bringing  you  21  series  of  vitally 
significant  statistics  going  back  10  to 
15  years  for  each  company  and  each 
stock. 

From  no  other  source,  we  believe, 
can  you  get  information  so  efficiently 
organized  for  your  own  reference. 
With  Value  Line  you  can,  in  the 
privacy  of  your  own  home  or  office, 
check  out  the  safety  and  relative  value 
of  any  of  the  1600  leading  companies 
today. 

This  special  (half  rate)  trial,  with  a 
money  back  guarantee  if  you  are  not 
entirely  satisfied,  will  include . . . 

EVERY  WEEK  a  new  SUMMARY 
OF  ADVICES  section  (24  pages) . . . 
showing  the  current  ranks  of  more 
than  1600  stocks  for  future  relative 
Price    Performance   and   Safety   — 


together  with  their  Estimated  Future 
Yields  and  Earnings  and  their  latest 
earnings,  dividends  and  P/E  data. 

EVERY  WEEK  a  new  RATINGS  & 
REPORTS  section  (144  pages)  . . . 
with  full-page  analyses  of  about  125 
stocks.  During  the  course  of  the  next 
12  weeks  you  will  receive  new  reports 
at  the  rate  of  about  125  a  week  which 
will  replace  and  update  those  already 
in  your  binder.  (It  takes  but  a  minute  a 
week  to  file  the  new  reports  in  your 
Value  Line  binder.) 

EVERY  WEEK  a  new  SELECTION 
&  OPINION  section  (4  pages) . . .  with 
a  detailed  analysis  of  an  Especially 
Recommended  Stock  —  plus  Value 
Line's  view  of  the  business  picture, 
the  stock  market  and  advisable  in- 
vestment strategy. 

PLUS  THIS  BONUS  at  no  ad- 
ditional charge  . . .  Value  Line's  com- 
plete 1800-page  Investors  Reference 
Service  (sold  separately  for  $35),  with 
our  latest  full-page  reports  on  all  1600 
stocks  under  review  —  fully  indexed 
for  your  immediate  reference.  This 
two-volume  bonus  will  be  shipped  to 
you  by  special  handling.  It  will 
thereafter  be  updated  by  the  weekly 
reports  that  replace  the  similarly 
numbered  reports  already  filed  in  the 
binder. 

AND  THIS  BONUS  TOO  ...  The  64 
page  booklet,  Investing  in  Common 
Stocks  by  Arnold  Bernhard,  Research 
Chairman,  The  Value  Line  Investment 
Survey. 

Fill  in  and  mail  the  attached  coupon 
today.  Time  may  be  important. 

The  Value  Line  Investment  Survey 
ARNOLD  BERNHARD  &  CO.,  INC. 
5  East  44th  St.,  New  York,  N.Y.  10017 
□  Begin  my  special  12-week  trial  to  The 
Value  Line  Survey  (limited  once  to  any 
household  every  two  years)  and  send 
me  the  Investors  Reference  Service 
and  the  booklet  "Investing  in  Common 
Stocks"  as  a  bonus.   My  check  or 
money  order  for  $29  is  enclosed. 
D I  prefer  one  year  (52  weeks)  of  Value 
Line,  plus  the  bonus  Investors  Refer- 
ence  Service,    and   the    booklet 
"Investing   in    Common   Stocks"  for 
$248.   (NY  residents  aid   applicable 
sales  tax.) 

D  Payment  enclosed     D  Bill  me 
GUARANTEE:    If   dissatisfied   for   any 
reason,  I  may  return  the  material  within 
30  days  for  a  full  refund  of  the  fee  I  have 
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Profits  Are  Rising  Again 


By  Myron  Simons 


Is  the  economic  pickup  losing  some  of 
its  steam?  Signs  that  it  may  be  doing 
so  account  for  at  least  some  of  the 
market's  recent  hesitation.  But  the 
market  is  missing  a  crucial  point.  It  is 
that  coiporate  profits  have  already 
started  to  take  off.  And  it  is  profits, 
not  economic  indicators,  that  chiefly 
affect  stock  prices. 

What's  pushing  profits  up  faster 
than  business  activity  is  a  dramatic 
improvement  in  productivity.  Thus, 
even  if  the  pickup  in  sales  is  slow  and 
modest,  the  improvement  in  profit- 
ability can  be  fast  and  powerful.  And 
there  are  advantages  to  a  slow  pickup 
over  a  fast  one:  A  slow  pickup  will 
put  less  pressure  on  the  capital  mar- 
kets, which  are  already  strained  in 
financing  the  gaping  federal  deficit. 

The  major  forces  behind  the  in- 
crease in  productivity  are  still  in  op- 
eration. The  latest  unemployment  rate 
rose  to  8.6%,  which  means  that  indus- 
try is  getting  by  with  fewer  workers; 
therefore  the  drop  in  unit  labor  costs 
will  continue.  In  the  third  quarter, 
those  costs  decreased  at  a  2.4%  an- 
nualized rate,  the  first  decline  in  more 
than  three  years  and  the  largest  drop 
in  a  decade.  At  the  same  time  the  na- 
tion's manufacturing  facilities  are  op- 
erating at  a  rate  of  only  69%  of  capac- 
ity. Putting  the  two  together,  you  can 
conclude  that  most  companies  will  be 
able  to  concentrate  on  their  most  ef- 
ficient production  units,  while  they 
are  rehiring  at  a  gingerly  pace.  So 
even  if  the  present  quarter  can't 
match  the  breathtaking  productivity 
gain  of  almost  10%  racked  up  during 
the  quarter  just  ended,  it's  likely  to  be 
more  than  the  under-6%  rate  which 
has  prevailed  on  average  in  the  first 
year  of  previous  economic  recoveries. 

The  effect  on  corporate  profits  is 
likely  to  be  dramatic.  In  fact,  it  al- 
ready has  been.  In  the  third  quarter, 
profits  were  reported  at  15%  below 
those  of  1974.  But  in  1974  about  a 
third  of  corporate  earnings  came  from 
inventory  gains,  as  opposed  to  only 
9%  this  year.  If  you  exclude  inventory 
gains  so  as  to  get  a  look  at  real  op- 
erating results,  this  year's  third-quar- 
ter profits  were  actually  ahead  of  last 
year's.   By  historical  standards,   even 

Mr.  Simons  is  director  of  research  at  the  securities 
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the  major  move  in  the  Dow  Jones  av- 
erage from  this  time  last  year  hasn't 
been  large  enough  to  take  account  of 
this  kind  of  improvement  in  the  qual- 
ity of  the  earnings. 

Meanwhile,  the  Treasury's  been 
borrowing  more  and  hurting  the  pri- 
vate sector  less  than  anyone  could 
have  hoped  a  few  months  ago.  For 
one  thing,  the  surge  in  profits  has 
allowed  corporations  to  generate 
enough  cash  to  keep  their  borrowings 
light.  For  another,  the  inventory 
buildup  that  generally  accompanies  a 
surging  economy  has  been  very  slow 
in  developing.  As  a  result,  bank  loans 
are  still  going  down,  leaving  plenty 
of  cash  for  buying  Treasury  bills. 

The  one  thing  that  can  destroy  this 
rosy  picture  is  a  dry-up  in  consumer 
spending.  That's  why  President  Ford 
is  pushing  for  a  tax  cut  as  insurance. 
Congress  may  not  go  all  the  way  with 
the  Administration,  but  we  are  going 
to  get  something  to  stimulate  spend- 
ing in  early  1976. 

Problems,  Problems 

Before  I  am  accused  of  sounding  like 
Pollyanna,  I  must  admit  that  I  would 
have  preferred  to  have  arrived  at  this 
pleasant  stock  market  outlook  in  some 
other  way.  After  all,  a  good  bit  of  the 
increase  in  productivity  comes  from 
the  highest  unemployment  since  the 
Great  Depression,  and  that  is  very  ex- 
pensive in  human  costs.  Add  to  that 
the  fact  that  the  underutilization  of 
capacity  has  slowed  the  building  of 
new  facilities,  which  threatens  to 
leave  us  with  shortages  when  we  get 
back  to  full  prosperity. 

Even  the  ease  with  which  the  Trea- 
sury can  borrow  has  its  drawbacks. 
A  good  bit  of  it  is  due  to  New  York 
City's  problems,  which  have  pre- 
vented other  local  governments  from 
borrowing  billions  of  dollars.  In  the 
last  election,  over  $6  billion  on  new 
projects  were  voted  down,  and  that 
doesn't  count  many  others  that  were 
simply  shelved.  We  won't  be  getting 
a  number  of  much-needed  schools, 
hospitals  and  public  housing  facilities, 
a  sharp  reminder  of  how  important 
local  spending  has  been  for  the  life- 
style that  has  made  the  United  States 
so  unique. 

If  we  are  lucky,  we  may  have  an- 


other crack  at  taking  care  of  some  of 
these  problems  in  the  future.  In  the 
meantime,  those  of  us  who  are  inter- 
ested in  the  stock  market  can  watch 
with  pleasure  as  corporate  profits  roll 
in.  With  the  outlook  for  profits  as 
good  as  it  is,  turnaround  situations 
should  be  particularly  attractive.  For 
instance:  The  savings  &  loan  compa- 
nies have  notched  up  an  excellent  per- 
formance, while  their  stocks  have 
lagged  behind.  During  the  summer 
when  interest  rates  were  rising,  there 
was  some  concern  that  the  S&Ls 
would  experience  an  outflow  of  sav- 
ings. But  they  managed  to  hold  their 
own,  and  now  that  interest  rates  are 
coming  down,  savings  are  pouring  in. 
What's  more,  regulations  are  in  the 
process  of  being  liberalized  so  that  the 
companies  can  engage  in  more  of  the 
traditional  banking  functions.  My  fa- 
vorites are:  First  Charter  (13),  Great 
Western  Financial  (14)  and  Finan- 
cial Federation  (9) . 

Housing  starts  may  not  set  the 
world  on  fire  in  the  year  to  come,  but 
they'll  probably  be  considerably  bet- 
ter than  they  have  been.  What's 
more,  the  industry  ought  to  be  get- 
ting some  help  from  the  Government, 
since  it's  one  of  the  areas  of  sticky 
unemployment.  Stocks  such  as  Johns- 
Manville  (22)  and  Jim  Walter  (34), 
which  also  has  a  stake  in  coal,  should 
perform  well. 

Buy  On  Weakness 

Our  country's  energy  program  has 
been  caught  in  a  deadlock  between 
the  divergent  views  of  the  Adminis- 
tration and  Congress.  But  for  those 
of  us  who  like  to  look  at  fundamen- 
tals, the  energy  companies  have  a 
product  that  isn't  going  to  go  out  of 
style.  Exxon  (88),  Standard  Oil  of 
California  (28)  and  Gulf  (21)  are 
giants  that  are  going  to  prosper  for 
the  foreseeable  future.  While  we're 
at  it,  a  new  look  at  the  coal  stocks  is 
in  order.  They  were  hurt  by  a  strike 
in  West  Virginia  last  fall,  and  there 
is  some  weakness  in  spot  coal,  but 
the  demand  for  the  product  is  gointj 
to  keep  increasing  for  years  to  conic. - 
The  market  weakness  of  such  coal 
stocks  as  Pittston  (29)  and  Eastern 
Gas  <b  Fuel  (20)  is  simply  a  buying 
opportunity. 

Finally,  while  it's  true  that  spend- 
ing for  new  plant  and  equipment  is 
experiencing  a  temporary  lull,  the  ex- 
penditures for  pollution  control  make 
up  an  increasing  share  of  what  is  be- 
ing spent.  If  the  economy  builds  up 
a  head  of  steam,  pollution  control 
companies  should  be  extremely  l>us\ 
I  think  that  Wheelabrator-Fryr  (  1 7 
Zurn  Industries  (9)  and  Envirotech 
(19)  should  provide  good  opportuni- 
ties for  profit.  ■ 
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EUROSTYLE 

l^JSTUDY 


A  system  to  analyse  markets  and  the 
national  and  international  media  that 
reach  them. 

The  Eurostyle  Study  is  a  study  of  an 
important  group  of  consumers.  It  explores 
the  buying  habits  of  airline  users  who  are 
purchasers  of  consumer  goods  and  busi- 
ness services... a  study  that  represents  a 
new  approach  to  Pan-European 
research. .  .that  transcends  national 
boundaries... a  study  that  pinpoints  your 
prime  consumers. 

This  study  successfully  segregates  purchasers 
by  the  amounts  they  purchase  while  sug- 
gesting how  and  where  your  advertising  can 
reach  them.  (The  survey  was  conducted  with 
over  16,000  completed  questionnaires  on  some 
700  airline  flights.) 

These  travellers  represent  a  market  that 
has  long  escaped  definition  by  advertisers  and 


their  agencies  because  it  has  been  so  difficult 
to  isolate. 

But  now  a  universe  of  almost  four  million 
top-level  people  is  disclosed  and  defined— a 
universe  of  men  and  women  with  high  buying 
power  and  business  authority.  Another  vital 
aspect  of  the  study  is  that  it  provides  the 
framework  for  continuous  marketing  research. 
More  than  8,000  respondents  have  agreed  to 
participate  in  the  Eurostyle  Panel  — a  sample 
for  future  research  which  will  provide  even 
more  specific  marketing  information  on  any 
given  category  and  also  include  a  facility  for 
monitoring  attitudes. 

How  do  you  reach  these  prime  prospects? 
The  Eurostyle  Study  Report— the  Key  to  the 
System  — will  introduce  you  to  the  comput- 
erised analysis  capability  that  can  assist  in 
planning  your  marketing  strategy. 

For  your  copy,  or  copies,  ofthe  Key  to  the 
System,  just  get  in  touch  with  the  local  office  of 
any  ofthe  sponsoring  publications. 


ponsored  by  TIME,   The  Economist,  International  Herald  Tribune  and  Newsweek  International  in  co-operation  with:  Alitalia, 
ustrian   Airlines,  British   Airways,  British  Caledonia,  Iberia,   Lufthansa,  Luxair,   Sabena,   SAS,  TAP,  Thai  International,  UTA. 


T.  ROWE  PRICE 
GROWTH  STOCK 
-«,  FUND,  INC. 

A  NO-LOAD  FUND 

Investing  in  stocks 

selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


T.   Rc.ve  Price  Growth  Stock  Fund,  Inc. 

100  East  Pratt  Street,  Dept.  A6 

Baltimore,  Ltd.  21202  Phone:   (301)  547-2136 


?p. 


Keep  your  copies  of  Forbes  from  get- 
ting lost  or  damaged  with  these  hand- 
some slip  cases.  Bound  in  simulated 
leather  in  red  and  black  with  gold  em- 
bossing. To  order,  mail  coupon  below. 


TO:  Jesse  Jones  Box  Corp.,  Dept  FB, 
P.O.  Box  5120,  Phila.,  Pa.  19141 


Please  send  me_ 
check    for 


-Forbes  Slip  Cases.  My 
is  enclosed. 


Prices:  $4.95  each,  3  for  $14.00,  6  for  $24.00. 
(Postage  and  handling  included.) 
Orders  outside  U.S.,   odd   $1    pe'  cose  for 
postage  and  handling. 

Name , 


(please  print) 


Address 
City 


.State. 


Zip. 


Please  allow  3  to  4  weeks  for  delivery. 
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Calamity  Averted? 

By  Heinz  H.  Biel 


Signs  are  growing  that  bankruptcy 
of  New  York  City  and  State  will  be 
averted.  Judging  by  the  unusually 
large  number  of  critical  and  some- 
times angry  letters  which  I  received 
in  response  to  my  column  "Default?" 
a  month  ago,  a  great  many  Ameri- 
cans do  not  consider  New  York's  bank- 
ruptcy a  calamity.  In  fact,  there  is  an 
"it  serves  you  right"  attitude  in  many 
of  these  letters.  But  they  all  miss  the 
main  point:  A  bankruptcy  with  some 
200,000  or  more  creditors  cannot  con- 
ceivably be  "orderly."  It  would  be  an 
unholy  mess  with  unforeseeable  con- 
sequences. This  is  not  just  my  opinion 
or  that  of  bankers,  bondholders,  ven- 
dors, etc.,  but  also  that  of  the  New 
York  Laic  Journal  and  the  New  York 
Bar  Association— and  it  is  the  lawyers 
who  would  have  a  field  day,  nay, 
field  year^l 

There  may  still  be  a  "technical  de- 
fault," namely  the  involuntary  ex- 
change or  extension  of  maturing  New 
York  City  notes.  Undoubtedly  there 
will  be  litigation,  but  that  could  be 
manageable. 

The  stock  market  breathed  a  sigh 
of  relief  as  soon  as  hopes  began  to 
rise  for  a  solution  of  the  New  York 
problem.  If  all  goes  well  and  none  of 
the  numerous  parties  involved  makes 
a  false  step,  The  Street  can  resume 
worrying  about  such  more  normal 
matters  as  the  business  outlook,  cor- 
porate profits,  inflation,  the  forthcom- 
ing Presidential  election,  etc.  We  might 
even  see  new  recovery  highs  in  the 
averages  before  the  year  is  out. 

Shock  Waves 

When  in  the  spring  of  1974  the 
trustees  (directors)  of  Consolidated 
Edison  of  New  York  bit  the  bullet 
and  omitted  the  dividend  on  the  com- 
mon stock  that  had  been  paid  regu- 
larly since  1885,  bondholders  and 
stockholders  were -in  a  state  of  shock. 
The  common  lost  two-thirds  of  its 
value,  and  the  bonds  and  preferred 
stocks  fell  to  near-bankruptcy  levels 
(the  $5  preferred  stock  sold  as  low 
as  28*2!).  The  shock  of  Consolidated 
Edison's  action  reverberated  through- 
out the  electric  utility  industry  which, 
even     today,     has     not     been     able 

Mr.    Biel    is    a    senior    vice    president    of    the    New 
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fully  to  regain  investor  confidence. 
Much  has  happened  to  Con  Ed 
since  that  fateful  day  in  April  of  last 
year.  In  order  to  alleviate  its  cash 
squeeze,  the  company  sold  its  As- 
toria No.  6  power  plant  then  under 
construction  to  the  New  York  State 
Power  Authority.  This  not  only 
brought  in  some  $220  million  in  cash, 
but  also  relieved  the  company  from 
the  burden  of  further  construction  ex- 
penditures. Sale  of  the  Indian  Point 
No.  3  nuclear  power  plant  for  some 
$300  million  is  still  pending. 

Earnings  Up,  Dividends  Back 

Con  Ed  also  received  a  number  of 
hefty  rate  increases  which,  though 
considered  inadequate  by  the  com- 
pany, helped  to  restore  earnings  to 
a  more  satisfactory  level,  permitting 
resumption  of  common  stock  divi- 
dends at  a  reduced  quarterly  rate  of 
20  cents  (vs.  45  cents  before  the 
omission)  in  the  third  quarter  of 
1974.  The  dividend  was  raised  to  the 
present  30-cent  rate  in  the  first  quar- 
ter of  this  year.  The  price  of  the  stock 
recovered  from  its  extreme  low  of  6 
to  its  current  level  of  12  to  13. 

Con  Ed  has  been  unable  to  sell  any 
bonds,  not  to  mention  stock,  since 
early  1974.  A  proposed  bond  offer- 
ing this  summer  could  not  be  con- 
summated because  of  investor  resis- 
tance. Evidently  Con  Ed  had  not  yet 
recovered  from  the  black  eye  it  re- 
ceived the  year  before.  Furthermore, 
the  company  felt  the  backlash  of  the 
New  York  problem,  since  its  sales  of 
electricity,  gas  and  steam  to  the  city, 
the  state  and  various  agencies  amount 
to  about  $350  million  a  year.  I  would 
not  worry  about  that,  sum  these  ser- 
vices are  as  vital  as  police,  fire  pro- 
tection, sanitation  and  water.  Be- 
sides, Con  Ed's  local  tax  bill  of  some 
$400  million  (!)  is  equally  vital  to 
New  York  City. 

Earnings  For  this  year  are  official!) 
estimated     at     better     than     S3. 30     ■ 
share.      Deducting     the     $1.20     divi 
dend,  this  leaves  about  $2. 10  I  oi  $137 
million)  <>l  retained  earnings   Deducl 
ing  noncash  earnings   (such  .is  intei 
est  charged  to  construction ) ,  estim.it 
ed  at  about  $37  million,  retained  cc 
earnings  will  be  around  $100  million 
To  raise  thai  amount  of  mono)    Con 
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Ed  would  have  to  sell— if  it  could— 
over  8  million  common  shares,  there- 
by diluting  its  common  equity  by 
more  than  12%. 

Because  of  the  sale  of  the  Astoria 
plant  and  the  impending  sale  of  the 
Indian  Point  facility,  the  company  has 
been  able  materially  to  reduce  its  cap- 
ital expenditures  to  about  $370  mil- 
lion this  year,  and  about  $214  million 
for  1976.  Depreciation  plus  retained 
cash  earnings  will  cover  the  bulk  of 
this,  thus  alleviating  the  pressure  for 
new  financing. 

Among  major  electric  utilities,  Con 
Ed  stock  has  the  lowest  P/E  (under 
4);  the  lowest  payout  ratio  (37%); 
and  the  largest  discount  from  book, 
estimated  at  about  $35  a  share  at 
year-end  (63%).  Unless  the  city  goes 
into  bankruptcy,  Con  Ed  may  in- 
crease its  quarterly  dividend  to  35 
cents  in  January.  That  would  pro- 
duce a  return  of  11.5%. 

Almost  all  Con  Edison  first  mort- 
gage bonds,  even  those  due  in  ten 
years  or  less,  still  offer  yields  to  ma- 
turity of  over  12%.  With  the  debt/ 
equity  ratio  now  approaching  the 
50-50  mark,  I  believe  the  Con  Ed 
bonds  are  better  than  the  market 
indicates.  Someday  the  rating  ser- 
vices, which  were  too  slow  in  lower- 
ing the  bond  rating  when  Con  Ed 
was  in  trouble,  may  find  it  appro- 
priate to  restore  the  more  prestigious 
"A"  rating. 

The  N.Y.  jinx 

Pullman  (25)  was  heading  for  an- 
other year  of  record  profits  when  it 
realized  that  it  was  going  to  lose  its 
shirt  (well,  at  least  its  undershirt) 
on  a  $210-million  contract  for  750 
New  York  City  subway  cars,  a  con- 
tract that  wasn't  even  mentioned  in 
the  company's  annual  report  for  1974. 
So  far  this  year  Pullman  has  taken 
a  write-down  of  over  $12  million 
(after  taxes)  on  this  contract,  or 
roughly  $1.15  a  share.  As  a  con- 
sequence the  stock  has  declined  more 
than  40%  from  this  year's  high.  In  ret- 
rospect, last  summer's  3-for-2  stock 
split  looks  almost  ludicrous. 

One  cannot  tell  as  yet  whether  the 
loss  provisions  on  the  subway-car 
contract  are  adequate,  but  it  seems 
to  me  that  the  bearishness  toward 
the  stock  has  been  overdone.  Pullman 
is  a  strong  company,  and  its  very 
important  engineering  and  construc- 
tion divisions  are  booming.  Next 
year's  earnings  should  recover  to  well 
over  $4  a  share,  compared  with  an 
estimated  $3.30  for  1975.  The  recent- 
ly increased  $1.20  dividend  rate  is 
very  safe.  Six  months  from  now,  when 
today's  purchases  become  long  term, 
the  stock  may  show  a  rewarding  cap- 
ital gain.    ■ 


How  your  $25,000  portfolio 

can  get  the  attention 
of  a  full-time  money  manager 


At  Lionel  D.  Edie,  we  don't 
limit  our  portfolio  management 
services  only  to  large  portfolios. 

With  as  little  as  $25,000  in- 
vested in  a  Portfolio  Develop- 
ment Program  (PDP),  you'll 
benefit  from  professional  in- 
vestment expertise  once  re- 
served for  $500,000  accounts. 

Full-time  portfolio  man- 
agers work  toward  investment 
goals  that  you  set.  They  take 
care  to  consider  your  financial 
needs  — whether  current  or  fu- 
ture—before they  act.  They 
keep  one  eye  on  the  market  — 
and  the  other  on  your  account. 


You  can  add  or  withdraw 
capital  at  any  time.  And  you'll 
be  promptly  informed  of  each 
and  every  change  made  in  your 
account. 

Lionel  D.  Edie  &  Company  is 
one  of  the  oldest  and  largest 
investment  counseling  and 
economic  consulting  firms  in 
the  country.  We  are  a  wholly 
owned  but  independently 
managed  subsidiary  of 
Merrill  Lynch  &  Co. 

To  get  better  acquainted 
with  us,  our  investment  philos- 
ophy, and  how  it  could  work  for 
you,  send  for  our  free  booklet. 


"Professional  Investing  For  You." 

Mail  to:  Jonathan  E.  McBride.Vice  President 
Lionel  D.  Edie  &  Company,  Incorporated 
530  Fifth  Avenue,  N.Y.,  N.Y.  10036 
Please  send  me  your  free  booklet. 

PDP-FOR-121 
Name 


Address 
City 


_State_ 


_Zip- 


>  mirmfii(|w»oii  t«w«  '^ 

KOiu-  fca-Mtocutf—  y/uu  ruccctd  btcatar 
&»' 4*rnanatr*t*  yaw  rn*0*nc*.  You 
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Business  Phone. 
My  broker  is 


My  portfolio  is  worth  $ 


I'm  interested  in  PDP  for: 

n  personal  investment  for  growth  □  personal 
investment  for  income  Q  a  Keogh  Plan  □  an  IRA 
Plan  □  a  Pension/Profit  Sharing  Plan. 

Lionel  D.  Edie  &  Company 

Incorporated 


?  Copyright  li>7&,  Lionel  V).  fcidie  &  Company.  Incorporated 


'Feisty . . .  deep- reaching  ...  a 

highly  diverting  account  of 

one  free  spirit's  reactions  to 

great  and  small  happenings." 

Saturday  Review 


Fact  &  Comment  by  Malcolm  S.  Forbes. 

295  pages  in  a  handsomely  bound  hardcover  edition.  Send  check 

for  $7.95  to  Forbes  Inc.,  60  Fifth  Avenue,  New  York,  N.Y.  1001 1 

(New  York  State  residents,  add  4%-8%  for  sales  tax;  New  York  City,  8%) 


ORBES,    DECEMBER    1,    1975 


103 


In  Germany  your  choice  is  easier  than 

anywhere  else  in  the  world...  because 

anybody  who  is  anybody  reads  Der  Spiegel. 


In  Germany,  new  research  now  helps 
you  pinpoint  your  targets  with  singular 
accuracy.  With  the  new  1975  study,  "En- 
trepreneurs &  Managers,"  you  can  zero 
in  on  the  real  decision-makers  of  Ger- 
man business,  industry  and  government. 

These  Germans,  about  1,200,000  of 
them,  comprise  the  real  control 
of  the  German  economy,  its 
top  managers,  directors 
and  senior  executives. 

Of  their  number,  more 
than  500,000  are  reached 
by  any  single  issue  of  Der 
Spiegel. 

No  other  medium  comes  close. 

No  other  publication  in  Germany- 
daily  newspaper.business  magazine  or 
financial  paper  — can  approach  Der  Spiegel's 
coverage   (the   runner-up   delivers   slightly  more 
than  half). 

Yet  Der  Spiegel  is  neither  a  business  magazine 
nor  a  financial  newspaper.  Its  appeal  is  in  the 


editorial  scope  and  skill  that  have  made 
it  the  largest  newsmagazine  in  the 
world  published  outside  the 
U.S., with  a  total 
audience  ot 
3  million  men 
and  2  millior 
women,  con- 
centrated ir 
the  upper  in 
come  and  socia 
strata.  Dollars  fo 
marks,  Der  Spiege 
delivers  like  no  othe 
medium  covering 
Germany.  Get  the  lates 
facts  from  Fred  F.  Fields  o 
Henry  G.  Meyer-Oertet 
INTA  Advertising,  Inc 
U.  S.  advertising  representative' 
of  Der  Spiegel,  at  1560  Broadway 
New  York  10036  (212)  575-929 

Germany's  Only — Europe's  Largest  Newsmagazine 

DER  SPIEGEL 


Readers  Say 


(Continued  from  page  12) 
of  them  were  expelled  for  raising  legal 
objections.  The  court  appointed  a 
military  man  who  had  no  legal  knowl- 
edge to  defend  the  accused.  That 
caused  the  European  countries  to  re- 
call their  ambassadors. 

—Lee  R.  Norse 
Pittsburgh,  Pa. 

Sib:  If  those  European  govern- 
ments that  withdrew  their  ambassa- 
dors did  so  to  protest  the  workings 
of  the  Spanish  judicial  system, 
why  don't  they  withdraw  their 
ambassadors  from  Communist-bloc 
countries,  Chile,  Brazil,  Uganda, 
South  Africa,  etc.?  Why  single  out 
Spain?  Franco's  regime  was  no  more 
oppressive  than  too  many  other  gov- 
ernments around  today. 

—Howard  Green 
New  York,  N.Y. 

Let  Concorde  Into  U.S. 

Sir:  Your  remarks  on  the  Concorde 
SST  (Fact  6-  Comment,  Nov.  1)  ex- 
press an  opinion  too  little  understood 
by  many  Americans.  It  will  not  fly 
supersonically  over  the  U.S.,  so  there 
will  be  no  sonic  boom  here.  The  possi- 
bility of  ozone  depletion  has  been 
largely  dismissed  by  responsible  sci- 
entists. The  governments  of  Britain 
and  France  have,  contrary  to  your 
suggestion,  worked  as  equal  partners 
on  this  project  from  its  inception. 
Once  commercial  Concorde  flights  be- 
gin next  January,  the  argument  that 
Concorde  is  not  economic  for  airlines 
to  operate  will  be  put  to  rest. 

—Ray  Josephs 

Concorde  News  Bureau 

New  York,  N.Y. 

Sir:  Re  your  editorial  on  the  Con-, 
corde,  the  splendor  of  France  and  our 
political  intransigence  thereto.  My 
memory  needs  prodding.  When  dur- 
ing the  last  30  years,  from  the  days 
of  de  Gaulle  on,  has  France  political- 
ly aided  us?.  Was  it  in  relation  to 
NATO?  In  ljer  monetary  gold  posi- 
tion a  few  short  years  ago  when  our 
foreign  exchange  was  in  difficulty? 
Maybe  Canada  could  remind  us  of 
how  helpful  France  was  to  Canadian 
political  unity. 

-E.D.  Clapp 
Milwaukie,  Ore. 

Science  vs.  Astrology 

Sir:  You  approvingly  cite  "186  Sci- 
entists Call  Astrologers  Charlatans" 
(Fact  ir  Comment,  Nov.  15).  How 
can  you  or  they  be  so  sure?  Scien- 

ts  are  the  magician-priests  of  our 
f  society;    astrology   represents   a   chal- 


lenge to  their  conceits,  an  alterna- 
tive world  view.  Don't  knock  astrology 
if  you  haven't  tried  it. 

— Stacia  Brown john 
Whitestone,  N.Y. 

Doers  Don't  Write? 

Sir:  As  a  purchaser  of  Robert 
Ringer's  book,  Winning  Through  In- 
timidation, I  was  appalled  to  find 
that  you  refer  to  me  and  the  thousands 
of  others  who  bought  the  book  as 
"suckers"  ( Nov.  1 ) .  But  then  you  peo- 
ple are  writers  and  not  "doers"  or 
dealmakers  like  Robert  Ringer. 

—George  J.  Mougios 
Fairfield,  Conn. 

U.S. -Owned 

Sir:  In  the  article  "The  New  Im- 
migration" ( Nov.  1 )  there  is  a  picture 
with  the  caption  "U.S. -Made  but  For- 
eign-Owned. ..."  which  shows,  among 
other  products,  a  display  of  our  Ronii 
Bicentennial  disposable  lighter.  For 
the  Ronii,  a  more  accurate  caption 
would  have  been,  "Foreign-Made,  but 
U.S. -Owned."  We  make  the  Ronii 
in  Hong  Kong,  and  notwithstanding 
Liquigas'  ownership  of  36%  of  our 
common  stock  (which  we  have  an 
exclusive  option  to  repurchase  for 
two  and  one  half  years),  I  assure  you 
Ronson  is  not  foreign-owned. 

—Louis  V.  Aronson  II 

President, 

Ronson  Corp. 

Woodbridge,  N.J. 

Live  Corpse 

Sir:  In  your  Gallo  story  (Oct.  1) 
you  state:  "Brand  images  of  Roma 
and  Cresta  Blanca  were  ruined;  nei- 
ther has  ever  recovered."  Cresta 
Blanca  (and  Roma)  became  wholly- 
owned  subsidiaries  of  Guild  Wineries 
and  Distilleries  in  1971.  Cresta  Blanca 
was  reintroduced  in  July  of  that  year. 
Each  year  since,  the  brand  has  shown 
substantial  increases.  Cresta  Blanca 
is,  in  fact,  a  very  live  corpse. 

— Herrert  G.  Drake 

President, 

Cresta  Blanca  Winery 

San  Francisco,  Calif. 

Managing  The  Money 

Sir:  Indeed  women  don't  have 
most  of  the  dough,  as  you  belatedly 
discovered  (Fact  6-  Comment,  Nov. 
1 ) .  But  it  is  not  so  much  who  owns 
the  dough  but  who  manages  it  that 
counts.  Any  time  men  are  not  in 
charge  of  the  purses,  we  hand  'em 
right  over  to  you  to  "manage,"  and 
this  is  unfortunate.  How  could  wom- 
en do  worse  than  the  men  who  run 
New  York  City,  brokerage  firms  and 
some  of  our  banks? 

— Elizareth  Brockman 
St.  Petersburg,  Fla. 


V1CTX3RIANA 

TheRoy,,      from  FORBES 

Academy 
Revisited 

A  fully  illustrated 
catalogue  of  the 
collection  of  Vic- 
torian paintings 
described  by  Con- 
noisseur Magazine 
as  being  ".  .  .  the 
finest  outside  the 
British  Isles."  Its 
182  pages  include 
143  illustrations  of  which  24  are  in  full 
color.  Detailed  biographies  of  the 
artists  represented  make  this  catalogue 
a  valuable  addition  to  your  art  library. 
A  perfect  holiday  gift. 

Catalogue  by  Christopher  Forbes,  with 
introduction  by  Allen  Staley  .  .  $15.00 

Also  available  in  soft  cover  edition  at 

$  9.50 

Victorian  Holiday  Greeting  Cards 

Available  to  FORBES  readers  for  the 
first  time  are  four  beautiful  color 
reproduction  cards  of  very  distinctive 
paintings  from  the  FORBES  Magazine 
Collection.  Each  card  is  inscribed  "Best 
Wishes  for  a  Happy  Holiday  Season" 
with  appropriate  indication  of  artist 
and  collection  references.  These  unique 
cards  are  packaged  in  quantities  of  ten, 
including  envelopes. 


The  Village  Choir 

Thomas  Webster 


For  the  Squire 

Sir  John 
Everett  Millais 


The  Early  Career 
of  Murillo 

John  Phillip 


The  Peep  Show 

John  Burr 


The  Forbes  Magazine  Collection 

60  Fifth  Avenue,  New  York,  N.Y.  10011 

Please  ship  postpaid  the  following 
catalogue(s)  and/or  cards  for  which 
payment  in  full  (check  or  money 
order)    is  enclosed: 


Royal  Academy 
catalogue's)  @  $15.00 

Soft  cover 
catalogue(s)  @  $9.50 


Holiday  Greeting  Cards  @  $3.00/pack 

For  the  Squire  Murillo 

Village  Choir     Peep  Show 


(N.Y.  residents  add  appropriate  tax) 
Total  amount  enclosed  
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THE 


GOLD 


THAT  P. 

THE  CU. 


The  really  good  days  for  a  lot  of  us  begin 
with  the  mist  rising  from  the  lake  or  meadow 
and  end  with  the  last  tendrils  of  smoke  curling 
sleepily  from  a  quiet  fire.  In  between  the  mists 
and  the  memories  that  follow  we  have  lived 
a  dream  or  enjoyed  some  small  adventure 
that  softens  the  reality  of  the  hard  paths  we 
all  travel  in  our  routine  of  day-to-day. 

The  sportsman  knows  that  half  the  "golden 
time"  is  in  the  fun  of  getting  ready!  Few  more 
delicious  hours  are  spent  than  those  reading 
and  shopping  for  the  coming  seasons.  Here,  a 
favorite  magazine  becomes  a  warm  and 
helpful  friend.  4&* 

And,  no  one  knows  this  better  than  the 
editorial  staff  of  SPORTS  AFIELD/with 
Rod  &  Gun.  They  not  only  bring  the  reader 
knowledge;  they  also  help  him  to  expe- 
rience vicariously  the  moods  and  pleasures 
and  wonders  of  the  great  outdoors. 

If  you  have  a  product  or  service  you 
want  men  to  know  about— tell  them**- 
in  SPORTS  AFIELD/with  Rod,& 
Gun.  They  will  hear  you. 


P.   /VaAf 


fOA^- 


Robert  F.  Navin 
Publisher 


250  West  55th  Street,  New  York,  NY.  10019 
(212)  262-8850 
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I  hOUgntS  . . .  Business  of  Life 


Thought  means  life,  since  those 
who  do  not  think  do  not  live 
in  any  high  or  real  sense. 
Thinking  makes  the  man. 
Amos  Bronson  Alcott 


Thinking  is  so  painful  that  most 
of  us  think  only  when  we  have  to. 
William  Feather 

The  shortest  answer  is  doing. 
George  Herbert 


We  never  understand  a  thing 
«.  so  well,  and  make  it  our  own, 
as  when  we  have  discovered 
it  for  ourselves. 
Rene  Descartes 


In  making  our  decisions, 
we  must  use  the  brains 
that  God  has  given  us.  But 
we  must  also  use  our  hearts 
which  he  also  gave  us. 
Fulton  Oursler 


The  best  test  of  truth 

is  the  power  of  the  thought 

to  get  itself  accepted 

in  the  competition  of  the  market. 

Oliver  Wendell  Holmes 


Just  as  the  unit  of  human  society 

is  not  a  man  or  a  woman,  but 

a  man  and  a  woman,  so 

the  basis  of  achievement  is  not 

thought  or  action,  but 

thought   and   action.    Great   positions 

are  filled,  not  by  the  thoughtless, 

but  by  those  who  think— and 

follow   up   their   thoughts   by   deeds. 

There  are  two  main  keys  to  success: 

Think  and  Work. 

And  the  first  is  Think. 

B.C.  Forbes 


Keep  a  firm  hand  on  the  throttle 
of  your  train  of  thought. 
Arnold  Glasow 


Anyone  can  complain,  but  to  see 
precisely  what  is  wrong 
is  a  gift;  accurate  diagnosis  comes 
from  a  unique  power  of  vision 
and  indicates  the  likelihood  of 
an  equally  unique  capacity 
to  remedy  the  fault. 
William  Ernest  Hocking 


No  man  ever  followed  his  genius 
until  it  misled  him. 
Henry  David  Thoreau 


Fully  to  understand  a  grand 
and  beautiful  thought  requires, 
perhaps,  as  much  time 
as  to  conceive  it. 
Joseph  Joubert 


We  do  not  act  because  we  know, 
but  we  know  because 
we  are  called  upon  to  act; 
the  practical  reason 
is  the  root  of  all  reason. 
J.G.  Fichte 


If  the  power  of  reflecting 
on  the  past,  and  darting  the 
keen  eye  of  contemplation  into 
futurity,  be  the  grand  privilege 
of  man,  it  must  be  granted  that 
some  people  enjoy  this  prerogative 
in  a  very  limited  degree. 
Mary  Wollstonecraft 


I  think  that  I  think; 
therefore,  I  think  I  am. 
Ambrose  Bierce 


Life,  in  all  ranks  and  situations, 
is  an  outward  occupation, 
an  actual  and  active  work. 
Karl  Wilhelm  Humboldt 


Thoughts  are  but  dreams 
till  their  effect  be  tried. 
Shakespeare 


We  should  be  on  our  guard 
against  the  temptation  to  argue 
directly  from  skill  to  capacity, 
and  to  assume  when  a  man 
displays  skill  in  some  feat,  his 
capacity  is  therefore  considerable. 
Tom  H.  Pear 


A  thought  once  awakened 
does  not  again  slumber. 
Thomas  Carlyle 

It  is  better  to  suffer  wrong 
than  to  do  it,  and  happier  to  be 
sometimes  cheated  than 
not  to  trust. 
Samuel  Johnson 


Executive  Gift  Suggestions:  Over 
3,000  "Thoughts"  now  available  in 
574-page  book  at  $9.95.  Also  Fact 
and  Comment— the  .  most  quoted 
editorials  of  Malcolm  Forbes  in 
hardcover  at  $7.95.  Send  check(s) 
to:  Forbes  Inc.,  60  Fifth  Avenue. 
New  York,  N.Y.  10011.  N.Y.  State 
residents,  add  4%-8%  sales  tax. 


A  Text 


Sent  in  by  Frederick  Hyslop.  i.iuremont, 
Calif.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the 
business  of  Life  is  presented  to  sender     "I 

texts  uk«I 


We  hati    wronged  no  man.  we  Imii 
corrupted  no  man,  we  have  defrauded 

no  man. 

II  Corinth i  \\s  7:2 
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as  tourists  and  end  ui 


Thousands  come  to  Flor 


And  the  same  is  true  for  businessmen.  But 
they  don't  drive  our  buses.  They  drive,our 
cars.  That's  because  one  of  our  companies, 
Greyhound  Rent-a-Car,  rents  cars  in 
twenty-nine  locations  in  nineteen  Florida 
cities.  As  well  as  at  offices  in  Phoenix, 
New  Orleans,  and  Atlanta. 

In  1965,  Greyhound  Rent-a-Car 
became  the  first  company  to  introduce  the 
unlimited  free  mileage  plan  which  is  so 
popular  today.  Since  then,  they've  grown  so 
steadily  that  they  now  have  over  8,000  cars 
in  their  rental  fleet.  Which  just  happens  to 
be  more  cars  than  we  have  buses. 

Car  rentals— one  of  the  many  ways  we're 
meeting  people's  needs. 
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HOME  CARE  CENTERS: 
THINGS  ARE  LOOKING  GOOD, 


Do-it-yourself  is  the  great  national 
pastime.  The  American  home-owner's 
appetite  for  new  products  and  new 
projects  seems  insatiable.  Year  after 
year,  the  home  improvement  picture 
<eeps  improving. 

Which  is  good  news  to  Lone  Star, 
already  one  of  the  leaders  in  this  field. 
Our  concentrations  of  Home  Care 
Centers  in  population  growth  areas, 
are  keeping  us  in  a  good  position  to 
take  advantage  of  this  continuing 
upward  trend. 

TOTAL  U.S.  HOME  CENTER  SALES 
(billions  of  dollars) 


III 


1970 


1971        1972       1973       1974 


.Beyond  this,  Lone  Star  is  a  major 
.factor  in  another  key  industry.  We're 
the  Western  Hemisphere's  leading 
cement  producer,  at  a  time  when 
long-term  forecasts  are  favorable. 

Two  industries  on  the  move.  And  Lone 
Star  is  well  positioned  in  both  of  them. 
We  call  that  being  in  the  right  place  at 
the  right  time. 

If  you'd  like  to  know  more  about  us, 
write  to  us  at  One  Greenwich  Plaza, 
Greenwich,  Conn.  06830. 


LONEvV 
STAR  M 
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THE  RIGHT  PLACE  AT  THE  RIGHT  TIME 


Getting  into  business  in  Germany 

Not  necessarily  a  royal  road,  but  a  well  marked  path. 


Starting  here.  Konigsallee  100,  Dusseldorf. 


When  a  businessman  says 
"Germany",  two  to  one  he's 
thinking  (consciously  or  uncon- 
sciously) of  the  land  along 
Rhine  and  Ruhr. 

Naturally  enough.  The  single 
State  of  North  Rhine-Westphalia 
accounts  for  about  a  third  of 
the  whole  Federal  Republic - 
a  third  of  the  jobs,  a  third  of  the 
industrial  output,  a  third  of  the 
exports.  Not  to  mention  nearly 
all  the  coal,  most  of  the  steel, 
and  most  of  the  electricity. 

Just  a  sampling  of  thefamiliar 
industrial  names  here:  Bayer, 
Ford,  Henkel,  International  Har- 
vester, Krupp,  Mannesmann, 
3-M,  Mitsui, Thyssen-Rheinstahl, 
VEBA-Gelsenberg. 


North  Rhine-Westphalia 
embodieScthe  largest  concentra- 
tion of  customers  and  suppliers 
inWestern  Europe.Within  a  radius 
of  500  km  live  140  million  people 
(German,  French,  Dutch,  Belgian, 
and  of  course  Luxembourgeois, 
men  of  Kent  and  Essex). 

This  is  a  fairly  bewildering 
range  of  opportunities  for  prof- 
itable investment.  Just  to  look 
over  the  main  industrial  centers 
would  take  weeks. 

Fortunately  there's  one 
button  to  press-,  the  doorbell 
at  Konigsallee  100,  Dusseldorf's 
fashionable  shopping  prom- 
enade. 

This  is  the  Economic  Devel- 
opment Corporation  for  North 
Rhine-Westphalia,  which  exists  to 
tell  you  about  advantageous 
locations,  available  property, 
labour,  energy  supply,  regional 
planning.  And  about  state 
investment  aid. 

Ring  the  bell,  ring  up,  drop 
us  a  line. 


r 
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For  a  starter  we'll  send  you, 
without  cost  or  obligation, 
our  general  information 
leaflet  and  the  North  Rhine- 
Westphalian  Guidelines 
for  the  Granting  of  Public 
Investment  Incentives. 

I I 


Gesellschaft  fiir  Wirtschaftsfiirdening 
In  Nordrhein  Westfalen  mbll 

Konigsallee  100,  D  4000  Dusseldorf,  Telephone  3705  2?  Telex  8587830 
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lb  those 
people  who  thought 


they  couldn't  afford 


When  Xerox  decided  to  lower 
its  prices,  we  made  a  lot  of  people 
very  happy. 

It  seems  that  many  people  who 
thought  they  couldn't  afford  us 
began  to  think  again. 

But  price  alone  is  no  reason  to 
get  a  Xerox  copier  or  duplicator. 

A  machine  that  never 
grows  old. 

At  Xerox,  we  never  stop  trying 
to  improve  our  machines.  Even 
after  they're  yours. 

In  the  last  two  years  alone,  we 
updated  nearly  200,000  rental 
machines.  At  no  extra  charge. 

That's  why,  with  Xerox,  there's 
no  such  thing  as  last  year's  model. 

People  as  advanced 
as  the  machines. 

Our  sales  reps,  tech  reps  and 
industry  specialists  are  the  best 
trained  and  most  experienced  in 
the  industry. 

Each  year,  some  6,000  of  our 
people  graduate  from  the  Xerox 
International  Training  Center  with 
the  latest  information  on  sales, 
service  and  systems  management. 

And  they  keep  going  to  school 
to  keep  up-to-date. 

So  whether  you're  in  law,  bank- 
ing, government,  transportation, 
or  any  other  business,  our  people 
can  show  you  new  ways  to  manage 
your  paperwork  and  keep  your 
communications  running  smoothly. 


A  lot  of  machines  that 
solve  a  lot  of  problems. 

We  can  offer  you  everything 
from  a  $2.00  a  day  desk  top  copier 
to  the  most  advanced  duplicating 
machine  ever  developed:  the  Xerox 
9200  Duplicating  System. 

And  in  between,  we  have 
portable  copiers,  color  copiers, 
large  document  copiers,  reduction 
duplicators,  computer  form 
printers  and  microfilm  printers; 
some  20  different  kinds  of  machines 
that  can  handle  virtually  any  kind 
of  job  you  can  hand  them. 

Yju  can  rent  it  or  you 
can  own  it. 

We'll  lease  you  one  of  our 
copiers  or  duplicators  for  as  short  as 
30  days  or  as  long  as  12  months. 
(There's  a  discount  on  annual 
contracts.) 

Or  we'll  sell  you  one  of  our 
machines  outright  and  include  a 
service  contract  if  you  wish. 

All  this  and  less. 

Business  does  not  live  by  price 
alone. 

But  when  you  consider  all  the 
things  Xerox  offers,  and  that  you 
can  now  get  them  for  less,  a  lower 
price  can't  hurt. 

XEROX 

XEROX®  and  9200®  arc  trademarks  of  XEROX  CORPORATION. 
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LF    BALL 


The  new  durable  -  cover  ball 
with  the  distance,  trajectory, 

and  consistency 
of  the  tour-favorite  Apex!  j 

^GOLF     BALL 


Now  for  golfers  who  want  and  need  a  durable 
golf  ball,  there  is  the  Leader. 

This  outstanding  new  entry  to  the  Ben  Hogan 
line  of  superior  golf  equipment  is  a  companion 
ball  to  Ben  Hogan  Apex,  the  golf  ball  that  has 
won  more  money  in  the  last  three  years  on  the 
tour  than  any  other  ball.  New  durable  Leader  has 
been  engineered  to  have  all  the  Total  Perfor- 
mance characteristics  of  Apex,  plus  durability. 

The  highly  resilient  winding,  the  specially 
developed  center,  and  the  unique  blend  of 


thermoplastic  resins  used  in  the  cover  give 
Leader  distance,  trajectory,  and  consistency 
equal  to  those  of  Apex.  And  Leader  has  the  best 
maneuverability,  sound  and  feel  obtainable  in  a 
durable  ball. 

With  two  compressions  —  90  and  100  — 
Leader  fits  any  golfer's  game.  Leader  —  a  truly 
remarkable  durable  golf  ball. 

If  you've  been  waiting  for  Total  Performance 
in  a  durable-cover  ball,  ask  your  golf  professional 
about  the  new  Ben  Hogan  Leader  golf  ball. 


FROM  THE  BEN  HOGAN  COM  PA  NY- 
No.  1  NAME  ON  THE  TOUR 


Ben  Hogan  THE  TOTAL  PERFORMANCE  COMPANY 

2912  West  Pafford  Street,  Fort  Worth,  Texas  76110.  Available  only  at  your  golf  professional  shop 
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Why  The  Coal  Isn't  Coming 

Frank  Zarb,  the  Federal  Energy  Administrator,  had  bad  news  for  the 
U.S.  economy  and  even  worse  news  for  Western  Europe,  Japan  and  the 
poorer  countries  of  the  world.  Zarb,  in  effect,  predicted  that  the  Organiza- 
tion of  Petroleum  Exporting  Countries'  monopoly  would  boost  the  price  of 
oil  by  10%  or  so  next  year  and  would  continue  doing  so  in  step  with 
inflation.  Assuming  he  is  right  and  that  inflation  continues,  we  could  thus 
easily  be  paying  $18  a  barrel  for  oil  in  1980  and  well  over  $1  a  gallon 
for  gasoline. 

As  things  now  stand,  there  is  almost  nothing  to  prevent  Zarb's  dire 
prediction  from  coming  true.  OPEC's  power  to  impose  prices  has  survived 
the  worldwide  recession  and  will  be  stronger  than  ever  when  the  econo- 
mies resume  their  normal  growth.  Sure,  new  oil  is  being  found  all  the 
time.  But  the  world 
keeps  consuming  more 
and  more,  while  swing 
producers  like  Saudi 
Arabia  and  Kuwait 
maintain  almost  unlim- 
ited power  to  restrict 
production  if  prices  ap- 
pear likely  to  sag. 

Is  there  a  way  out? 
Conceivably,  yes.  The 
U.S.  could  weaken 
OPEC's  stranglehold 
by  cutting  back  on  oil 
imports.  That  would 
put  almost  irresistible  pressure  on  oil  prices,  even  as  the  producers  scurried 
hither  and  yon  searching  for  new  markets  for  their  overflowing  oil. 

Unfortunately,  as  things  stand,  that  is  an  idle  dream.  The  U.S.,  the  only 
major  industrial  nation  with  a  realistic  chance  of  regaining  energy  self-suf- 
ficiency, is  neglecting  its  opportunities.  As  Forbes  pointed  out  last  sum- 
mer, we  have  permitted  the  development  of  nuclear  energy  to  slow  to  a 
crawl.  In  this  issue  ("Up  In  Smoke,"  p.  28)  Staff  Writer  Jean  Briggs  re- 
ports some  very  discouraging  facts  about  the  flagging  growth  of  coal 
production. 

The  most  immediate  problem  is  environmentalism,  which  is  waging  a 
two-front  war  against  coal— at  the  user  end  and  at  the  producer  end.  Make 
no  mistake  about  it:  The  American  people  owe  a  vote  of  thanks  to  the 
environmentalist  movement  in  its  various  shades  and  variations.  It  forced 
the  nuclear  power  people  to  make  safeguards  that  the  industry  had  pre- 
viously resisted.  It  has  helped  cleanse  the  air  of  a  good  deal  of  soot  and 
smog  and  forced  strip-miners  to  reclaim  the  land  (as  ii.ustrated  by  this 
issue's  cover ) . 

But  inevitably  there  is  a  tradeoff  between  protecting  the  environment 
—and  the  economy.  The  environmental  protection  we  have  gotten  so  far  is 
probably  worth  the  price  we  are  paying  in  more  costly  electricity  and 
manufactured  goods.  Each  additional  safeguard,  however,  raises  the  cost, 
until  we  reach  a  point  where  an  improvement  of  a  few  percentage  points 
in  environmental  protection  raises  costs  out  of  all  proportion.  We  have, 
as  this  story  indicates,  reached  that  point  in  coal.  What  will  the  environ- 
mentalists have  gained  if,  in  capping  coal  development,  they  deliver  our 
economy  bound  and  gagged  to  the  firebrands  of  OPEC?  ■ 


Camping  on  reclaimed  coal  land. 


Trends  &Tangents 

Foreign 

Ignorance  Is  Bliss 

While  irate  U.S.  investors  are  suing 
their  brokers  for  mismanaging  their 
money,  Britain's  former  Prime  Min- 
ister Edward  Heath  is  suing  London's 
Sunday  Times  for  libel  over  a  re- 
cent article  titled  "What  Slater  Walk- 
er Did  With  Mr.  Heath's  Money." 
According  to  the  article,  unknown 
to  Heatb,  in  the  late  Sixties  Slater 
Walker  put  his  money  into  an  "in- 
centive" bind  ostensibly  reserved  for 
the  firm's  own  executives.  The  fund 
was  trading  on  inside  information 
about  a  company  Slater  Walker  was 
arranging  to  take  over.  Slater  Walk- 
er at  the  time  characterized  both 
the  fund  and  the  company,  which 
sold  oriental  rugs,  as  risky  and  ad- 
venturous investments— not  what  the 
then  Conservative  party  leader  would 
have  chosen.  But  at  least  Heath  en- 
joyed good  gains  on  his  investment— 
up  to  65%.  He  sold  his  holdings  when 
he  became  Prime  Minister  in  1970. 

Pruning  GATT 

The  work  of  the  Geneva-based 
General  Agreement  on  Tariffs  and 
Trade  has  been  hampered  lately  by 
its  growth  to  some  83  members,  the 
majority  of  them  less-developed 
countries  that  favor  higher  tariffs  to 
shelter  their  young  domestic  indus- 
tries. By  contrast,  the  larger  indus- 
trialized nations  favor  lower  tariffs 
and  a  freer  flow  of  goods.  In  light 
of  the  one-country,  one-vote  principle 
on  which  GATT  operates,  the  Atlan- 
tic Council,  a  Washington-based  in- 
ternational study  group  with  good 
Government  connections,  has  come 
up  with  a  suggestion:  that  the  larger 
trading  countries  take  their  negotia- 
tions with  one  another  into  a  new 
forum,  "GATT  Plus."  Such  a  move 
should  be  to  everyone's  benefit  in  the 
long  run  by  keeping  tariffs  drifting 
downward  and  thus  expanding  the 
volume  of  world  trade. 


Blessed  To  Give 

Some  55%  of  U.S.  employers,  ac- 
cording to  a  recent  survey,  provide 
their  employees  with  some  form  of 
holiday  gift  or  bonus.  About  a  third 
of  the  companies  responding  also  re- 
member their  customers,  and  10%  put 
potential  customers  on  their  shopping 
lists.  Gifts  vary:  Money,  for  exam- 
ple, is  given  to  some  32%  of  employees 
but  never  to  customers;  liquor,  often 


to  customers  but  never  to  employees. 
The  traditional  turkey  is  the  second 
most  popular  gift  (30%),  followed  by 
personal  items,  jewelry,  perfume, 
books,  small  appliances  and  the  like. 
Most  gifts  cost  from  85  to  S25.  How- 
ever, 40%  of  employees,  particularly 
those  with  Christmas  bonuses,  re- 
ceive gifts  of  higher  value,  while  only 
11%  of  the  customers  do.  Canadian 
note:  According  to  the  survey,  9%  of 
Canadian  employers  give  their  em- 
ployees liquor. 

No  Small  Business 

One  might  assume  that  the  bigger 
the  business,  the  bigger  its  risk  of  loss 
from  shoplifting,  bad  checks,  robbery 
and  vandalism.  Not  so,  says  a  recent 
Bank  of  America  study.  Companies 
with  sales  of  under  $5  million  a  year 
are  35  times  as  likely  to  be  the  victims 
of  such  crimes,  which  are  estimated 
to  have  cost  the  business  community 
over  $20  billion  last  year.  Even  more 
sobering  is  the  fact  that  internal  theft, 
often  by  trusted,  long-time  employees, 
accounts  for  an  estimated  80%  of  all 
retail  shortages. 

Day  Of  The  Lobster 

The  annual  U.S.  lobster  harvest  has 
held  steady  at  about  30  million 
pounds  for  the  last  15  years,  but  more 
and  more  people  are  having  to  go 
farther  and  farther  offshore  to  main- 
tain that  level.  Boston  Edison  and 
Northeast  Utilities  have  contracted 
with  Westinghouse  Environmental 
Systems  department  to  investigate  a 
surer  alternative:  cultivation  of  lob- 
sters in  water  warmed  by  seacoast 
electric  generator  plants.  Dr.  John 
Roll,  in  charge  of  the  feasibility  study, 
claims  that  one  such  facility  could 
produce  a  hefty  3  million  pounds  an- 
nually, or  10%  of  present  U.S.  pro- 
duction. Improved  nutrition  and  warm 
water  would  enable  incubated  lob- 
sters to  mature  in  two  years  instead  of 
the  usual  five  to  eight.  The  method 
might  also  stabilize  the  supply  of  fresh 


lobsters  during  the  January-to-March 
lull,  when  the  icy  North  Atlantic  be- 
comes off  limits  to  all  but  the  hardiest 
fishermen. 

Night  Clashes 

A  new  nighttime  viewer  has  been 
developed  for  U.S.  army  tanks  and 
personnel  carriers  that  allows  the 
armored  vehicle  to  maneuver  fast  and 
freely  during  hours  of  darkness  and 
limited  visibility.  Unlike  the  former 
infrared  devices,  which  the  Yom  Kip- 
pur  War  proved  could  easily  be  de- 
tected and  attacked  by  infrared  hom- 
ing missiles,  the  new  device  is  an  im- 
age intensifier  that  amplifies  the  small 
amount  of  light  available  on  even  the 
darkest  night  up  to  50,000  times,  per- 
mitting the  driver  to  operate  as  if  it 
were  daylight.  Further,  the  driver 
can  look  through  the  device,  a  4-inch 
diameter  eyepiece,  from  as  far  away 
as  12  inches,  minimizing  eye  fatigue 
and  the  damage  that  can  be  done  to 
the  eves  or  nose  when  traversing 
rough  terrain. 

Nuclear  Glass 

The  problem  of  nuclear  waste  stor- 
age, both  a  chemical  and  political  hot 
potato  since  Los  Alamos,  may  find  at 
least  a  partial  solution  from  a  new 
process  of  radioactive-waste  treat- 
ment being  investigated  by  Britain's 
Atomic  Energy  Authority  and  British 
Nuclear  Fuels  Ltd.  Unprocessed  nu- 
clear wastes  in  the  usual  liquid  form 
require  storage  in  tanks  that  must  be 
equipped  with  expensive  cooling  sys- 
tems and  constantly  checked  for  cor- 
rosion. The  British  program  would 
solidify  these  liquids  into  an  excep- 
tionally durable  glass  able  to  with- 
stand fire,  rain  and  even  earthquakes 
for  centuries.  The  glassification  pro- 
cess boasts  the  added  virtue  of  com- 
pactness: One  scientist  estimated  thai 
Britain's  entire  radioactive-waste  quo- 
ta for  the  next  quarter  century  would 
barely  fill  a  single  Olympic-sized 
swimming  pool.    ■ 
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CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming. 
Enter  your  new  address  on  this  form  and 
return  it  with  a  recent  mailing  label  from 
the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on  this 
form  and  check  the  subscription  you  pre- 
fer. □  1  year  $15.00  □  3  years  $30.00 
(the  equivalent  of  one  year  free). 
Pan-American  and  Caribbean  orders,  add 
$4  a  year;  other  foreign,  add  $9  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 
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Lease  or  Own? 
A  no  risk 

way  to  find  out 


which  is  best* 


>w,  once  and  for  all,  your  company 
n  find  out  whether  leasing  trucks 
setter  than  owning  them,  without 
king  any  commitment.  And  what 
tter  time! 

With  today's  economic  ups  and 
wns,  and  the  capital  needs  of  your 
siness,  Ryder's  "90  Day  Trial  Lease' 
:he  perfect  way  to  test  the 
vantages  of  leasing. . .  and  walk 
ay — clean  if  you  don't  like  it. 
du  don't  have  to  buy  the  truck  as 
u  do  with  some  other  leasing 
mpany  "trials.") 


It's  a  can't-lose  way  to  rind  out 
how  a  Ryder  full-service  lease  frees 
up  working  capital.  You  get  GMC's, 
Chevy's  or  other  fine  trucks, 
including  all  maintenance,  repairs, 
licensing,  permitting  and  fuel 
purchases — everything. . .  all  you  do 
is  furnish  the  driver. 

The  Ryder  "90  Day  Trial  Lease," 
a  no  risk  way  to  test  leasing  without 
making  a  long-term  commitment. 
Call  toll-free 
(800)  327-7777, 
or  use  the  coupon. 


RVDER 


Ryder:  I  like  the  idea  of  trying  a  Full-Service 
Truck  Lease  on  for  size  before  I  make  a  long- 
term  commttment.Tell  me  more. 


NAME/TITLE 


COMPANY 


ADDRESS 


CITY/STATE/ZIP 


PHONE 


FB-1 


Mail  to:  J.L.  Claster,  Vice  President, 

Ryder  Truck  Rental,  Inc. 

P.O.  Box  520816,  Miami,  Florida  33152 


Ryder:  The  best  truck  money  can  lease. 


The  World  Market: 

For  Your  Products  And 
For  Your  Needs 

What  if  you  had  sales  and/or  purchasing  offices  in 
1 60  cities  throughout  the  world,  each  with  specialists 
in  your  products  and  markets?  And  what  if  you  could 
reach  them  all  in  moments,  via  a  sophisticated  network 
of  voice  grade  channels,  leased  lines  and  telexes? 

Let's  say  your  inventory  isn't  moving  or  your 
competition  is  opening  new  overseas  markets.  Or 
there's  an  important  raw  material  your  company 
must  quickly  find.  Isn't  it  reasonable  for  you  to 
consider  markets  and  sources  in  Europe,  Asia, 
Africa  or  South  America?  Nissho-lwai's 
global  communications  network  takes 
your  requirements  there  instantly. 

And  gets  action  fast. 


Nlssholwai 

American 

Corporation 

Rockefeller  Center 

121 1  Avenue  of  the  Americas 

New  York,  NY.  10036 

Offices  in  Anchorage/Atlanta/Chicago/Detroit/Houston/ 
los  Angeles/Portland/San  Francisco/Seattle/St  Louis 


For  advice  on  European 

Real  Estate,  talk  to 
a  European  in  New  York. 


375  Park  Ave..  New  York.  NY  10022(212)688-8181 


Offices  in:  Brussels,  Antwerp.  Paris,  Rotterdam, 
Amsterdam,  Frankfurt,  Hamburg,  also  London  City 
8c  West  End.  Croydon.  Glasgow.  Edinburgh.  Jersey. 
Dublin.  Sydney.  Canberra.  Melbourne.  Brisbane. 
Adelaide,  Ferth.  Christchurch.  Auckland.  Hong  Kong. 
Singapore.  Kuala  Lumpur.  Kuching.  Beirut 


wmm 


Chartered  Surveyors 

International  Real  Estate  Consultants 


Readers  Say 


Where  The  Real  Loss  May  Come 

Sir:  You  make  a  persuasive  case 
that  "It  is  inconceivable  Westing- 
house's  ultimate  liability  [on  its  ura- 
nium contracts]  could  even  approach 
the  theoretical  maximum  [of  $2.5 
billion]"  (Dec.  1).  But  surely  West- 
inghouse's  reputation  and  credibility 
among  actual  and  potential  custom- 
ers has  been  damaged,  and  unless 
WX's  technology  is  far  superior,  these 
customers  may  in  the  future  go  with 
WX's  competition.  That's  where 
Westinghouse's  biggest  loss  on  those 
uranium  contracts  may  come. 

—Juan  Cruz 
Houston,  Tex. 

Car  Pools  Save  Gas 

Sir:  You  have  made  repeated  calls 
for  cutting  down  on  our  country's 
energy  consumption.  An  easy  way  to 
reduce  gasoline  consumption  is  to 
make  company-sponsored  ride-sharing 
programs  standard  operating  proced- 
ure. We  have  urged  each  telephone 
company  to  encourage  employee  car 
pooling  to  the  fullest  possible  extent. 
Systemwide  figures  are  not  available 
for  our  employees'  off-the-job  efforts, 
but  a  survey  in  just  one  Bell  company 
showed  that  1,600  commuter  car  pools 
are  saving  more  than  900,000  gallons 
of  gasoline  a  year. 

—John  D.  deButts 

Chairman, 

American  Telephone  &  Telegraph  Co. 

New  York,  N.Y. 

Stimulating  Family  Communication 

Sir:  Be  your  editorial  concerning 
some  of  my  comments  ("Three  Cheers 
For  Mrs.  Ford,"  Sept.  15).  I  believe 
parents  have  an  obligation  to  help 
their  children  find  the  enduring  values 
that  have  strengthened  and  sustained 
our  society.  But  before  values  can  be 
transmitted,  communication  must  take 
place.  If  my  remarks,  even  when  mis- 
interpreted or  misunderstood,  stimu- 
late family  discussion,  then  there  may 
still  be  some  lasting  value  to  the  furor 
of  recent  months. 

— Bett>  Ford 
The  White  House 
Washington,  D.C. 

None  And  Too  Much 

Sin:  Hubert  Humphrej  is  so  con- 
cerned over  "no  pension  rights  for 
workers"  (Fact  b  Comment,  Nov.  15). 
Then  MM1'  Jr.  recommends  making 
New  York  City's  pensions  reasonable 
and  affordable  (Other  Comments. 
Nov.  15)-  in  other  words,  reduce  the 
lavish  pension  promises.  Malcolm 
ontinued  on  page  ■ 
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The  Mercedes-Benz  450SL: 
Freedom  for  two. 


>> 


You  know  it  the  first  time  you 
meet.This  is  no  ordinary  2  -seater. 
The  450SL  is  a  Mercedes-Benz. 
It's   the   difference  between 
"driving"  and  "transportation.' 

The  450SL  was  designed  to  take 
two  people  and  their  luggage.  Just 
two.  And  it  takes  them  quickly. 
Smoothly.  Devouring  long  journeys 
without  fuss  and  fanfare.  Driving  is 
what  the  450SL  is  all  about. 

First,  settle  yourself  into  the 
cockpit.  Adjust  the  seat  just  the 
way  you  like  it.  Stretch 
out  your  arms  and  legs 
Grand  Prix  style,  if  you 
wish.  The  450SL  was 
designed   to  ac- 
commodate you— 
not  the  other  way  around. 


Next,  the  piece  de  resistance. 
Turn  the  key.  Now  just  listen.  The 
sounds  of  life  in  front  of  you  come 
from  a  unique  engine.  A  fuel-in- 
jected, overhead  camshaft  V-8  that 
gives  you  responsive  performance 
without  gobbling  up  your  twenty- 
three-gallon  fuel  supply.  You  won't 
find  this  engine  design  in  any  other 
make  of  passenger  car  in  the  world. 

Let  the  450SL  show  you  its 
stuff.  Pick  out  a  challenging  stretch 
of  road.  The  4-wheel  independent 
suspension  and  variable  ratio,  servo- 
assisted  steering  are  ready  for  it. 

Take  a  look  at  the  luggage  areas. 
There  is  a  deep  well  behind  the 
seats  as  well  as  a  full  8.6  cubic  feet 
of  trunk  space.  And  it's  all  under 
the  protection  of  a  central  locking 


system.  Turn  the  door  key  after  you 
get  out  and  the  450SL  is  sealed  tight. 
How  can  a  2-seater  with  all  the 
luxury  of  standard  air  conditioning, 
AM/FM  stereo  radio,  servo-assisted 
steering  and  brakes,  an  automatic 
transmission  and  a  central  locking 
system  be  considered  a  sports  car? 
On  the  basis  of  performance,  it 
could  easily  be  called  one.  But  we 
don't  limit  the  450SL  to  that.  After 
your  test  drive,  think  about  it.  Don't 
you  agree  that  "Freedom 
for  Two"  is  what  the 
Mercedes-Benz  450SL 
is  all  about? 

Mercedes-Benz 

Engineered  like  no  other  car 
in  the  world. 


mmmm 
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Jingle  Bells 

A  great  way  to  ring  in  the  holidays. 


The  gift  of 
rare  taste. 


86  Proof  Blended  Scotch  Whisky  ©1975  Poddmgton  Corp.,  N.Y. 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


WHAT  IS   INFLATION? 

Taxation. 

Nothing  more,  nothing  less. 

It's  the  devastating  price  of  the  Free  Lunch. 


WHAT'S   A  TRILLION   DOLLARS? 


It's  $23,000  for  each  U.S.  taxpayer. 

According  to  the  National  Taxpayers  Union,  Treasury 
Department  figures  show  that  we're  now  obligated  for 
more  than  five  trillion  dollars,  having  added  $600  bil- 
lions worth  since  last  year. 

Each  of  us  now  owes   $115,000   in   present  debt   and 


future  obligations— up  some  $13,000  over  last  year. 

If  you  think  that's  too  much  to  be  real,  so  much  it 
can't  be  paid  and  so  doesn't  matter— you've  got  another 
think  coming. 

If  ever-higher  taxes  don't  keep  this  incomprehensible 
debt  airborne,  ever-higher  inflation  will. 


IF  THE  UNIONS  CAN  VETO  PENSION  RENEGOTIATIONS 

then  New  York  City's  default  is  both  certain  and  sensible. 


SAHARA  SETTLEMENT  A  WIN  FOR  ALL  BUT  REDS 


Morocco's  shrewd  King  Hassan  seems  to  have  accom- 
plished peacefully  a  Sahara  settlement  that's  fair  and 
in  the  interest  of  all  parties— except  Moscow  and  leftist 
Algeria. 

Long  before  phosphates  were  a  consequential  factor, 
Morocco's  claims  to  Spanish  Sahara  had  a  solid  ethnic  and 
historical  as  well  as  geographical  basis.  In  fact,  Morocco's 
dynasty  traoes  part  of  its  origin  to  this  desert  expanse. 

Spain  gams  because,  having  to  give  up  this  remote  col- 
on)', it  has  done  so  without  bloodshed  and  by  an  equita- 
ble arrangement  with  a  country  to  whom  it  has  close 
ties  and  where  it  still  has  important  enclaves.  At  the  same 
time,  Spain  will  retrieve  its  substantial  investment  in  phos- 


phate extraction.  Mauritania  expands  its  borders  to  in- 
clude an  area  to  which  it  too  has  reasonable  claim. 

The  United  States  gains  by  having  its  firm  Moroccan 
friend  strengthened  and  in  a  way  that  leaves  Spain  with 
Face  intact. 

Only  leftist  Algeria,  with  no  claim  and  crudest  Power 
intent,  is  fighting  to  upset  the  solution.  Supplying  arms 
and  pay  to  a  couple  of  thousand  Sahara  i  locals  to  act 
as  its  cat's-paw,  Algeria  seeks  to  make  a  puppet  state 
of  this  last  colonial  vestige. 

A  year  ago— even  weeks  ago— most  were  dubious  that 
Hassan  could  get  the  job  done. 

He  has. 


*  IF  CRUDE-SHORT  MOBIL  HADN'T  BOUGHT  MARCOR 

all  of  us,  including  the  Congress,  would  be  more  moved  over  a  major  retailer  of  bedsheets,  shirts,  stoves    (Mont- 

by  the  Big  Oils'  plea  that  they  need  $billions  in  profits  gomery   Ward)    and   bags    and   boxes    (Container    Corp. 

to  find  and  develop  vitally  needed  new  energy  sources.  of  America),  how  can  one  believe  that  their  money  will 

But  when  one  of  them  can  use   $800  million  to  take  go  toward  more  energy? 
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THE   BEST  WAY  FOR   GERALD   FORD 

to    be    nominated    and    elected    is    to    stop    running    around    running    for 
the  Presidency  and  to  stay  in  the  White  House  for  a  while  being  President. 


NEW  YORK'S   BEST  RESTAURANTS— 1975 


The  four-star  firmament  is  anything 
but.  Getting  there's  rare,  staying  there 
takes  total  attention  by  all  hands  as 
well  as  dedicated  genius  in  the  kitchen. 

This  year,  happily,  an  addition— 
Le  Cygne.  It's  been  top  of  the  three- 
stars  since  starting,  and  now  is  firm- 
ly a  four.  Unequaled:  Paupiette  de 
sole  Venitienne— sole  stuffed  with  spinach  souffle, 
with  a  sauce  of  white  wine,  oysters  and  mustard; 
and  Selle  de  Veau  Maintenon— loin  of  veal  that  is 
braised,  sliced  and  then  glazed  with  Mornay  sauce 
and  a  touch  of  Madeira  wine,  accompanied  by  a 
puree  of  mushrooms. 

La  Grenouille— The  death  of  its  dedicated,  gentle 
proprietor,  Charles  Masson,  took  from  the  world  of 
haute  cuisine  one  of  its  rare  few  Greats.  But,  so  far, 
his  widow,  chef  and  Maitre'd  John  carry  on  in  a 
way  that  would  gladden  his  Gallic  heart. 

"21"— Most  of  the  doers  and  actors  in  Big  Business 


***  * 

Forbes  Magazine's 
BXSTAUBAHT  GUIDE 


and  the  Arts  (there  are  probably 
better  actors  in  business  than  on 
Broadway)  end  up  here  as  soon  as 
their  Rise  and  Raises  permit.  At  "21," 
to  paraphrase  Jorrocks,  "It's  not  wots 
on  the  plate,  it's  wots  on  the  chairs 
that's  interesting." 

La  Cote  Basque— There's  no  more 
civilized  ambiance,  service  or  finer  food  anywhere. 
Lutece— The  only  one  of  the  seven  that's  in  the 
unique  French  tradition  where  proprietor  and  chef 
are  one— the  indefatigable  Andre  Soltner.  If  you  can 
and  haven't  dined  at  Lutece,  do,  and  savor. 

La  Caravelle— Fred  Deere  and  Robert  Meyzen  are 
responsible  for  this  unfaltering  four-star.  Day  and 
night,  it's  a  mecca  for  the  Best. 

Lafayette— To  be  put  off  by  the  stories  (sometimes 
apocryphal,  I  am  sure)  of  the  occasional  sharp  eye 
and  tongue  of  the  Fayets  is  to  deprive  yourself 
of  wondrous  dining  in  a  warm  and  attractive  setting. 


**  • 


Benihana 

The  Four  Seasons 

La  Petite  Ferme 

Le  Steak 

Quo  Vadis 

Christ  Cella 

Gaylord  India 

Le  Colisee 

Nippon 

Swiss  Pavilion 

Dionysos 

Hunam 

Le  Jules  Verne 

Pearl's 

Benihana— This  fast-growing  chain  so  far  survives  its 
success.  They  are  the  only  restaurants  I  know  that,  in 
the  cooking  of  their  flavorful  steak,  shrimp,  lobster 
and  unusual  vegetables  before  your  eyes,  provide  a 
dazzling  show  that  adds  much  to  the  meal.  Relatively 
inexpensive,  too.  .  .  .  Christ  Cella— New  York's 
most  expensive  steaks  and,  more  often  than  not,  the 
city's  succulent  best.  .  .  .  Dionysos— There's  no 
competition  in  town— nor  in  Athens,  either,  for  that 
matter— for  this  exuberant  piece  of  Greece.  If  I  were 
the  Turks,  I'd  give  up  claims  to  Cyprus  for  a  por- 
tion of  Dionysos.  .  .  .  The  Four  Seasons— In  the 
Pool  Room  you  dine  with  incomparable  grace,  style 
and  ambiance.  A  wide  selection  of  unordinary,  fine 
dishes.  .  .  .  Hunam— It's  enough  to  make  believers 
out    of    those    dubious    or    indifferent    to    Chinese 


food.  .  .  .  Ditto  for  Pearl's.  .  .  .  La  Petite  Ferme— 
It  still  takes  reservations  far  in  advance  to  get  into 
this  tiny  Village  oasis,  cheffed  by  a  refugee  from 
uptown  haute  cuisine.  Our  last  two  visits,  though, 
indicated  the  kitchen  is  either  too  harried  or  too 
hurried,  the  output  increasingly  mundane.  .  .  .  Le 
Colisee— Simply  and  unequivocably  the  best  sea- 
food in  this  huge  old  seaport— which  has  few  seafood 
houses  of  distinction.  Fresh  sole,  turbot,  langoustine 
flown  daily  from  France,  superbly  cooked  and  served 
in  a  variety  of  sauceful  ways.  .  .  .  Le  Steak— Lucky 
Fort  Lauderdale  and  Washington,  D.C.  now  too  can 
share  the  joy  of  Monique's  uniquely  flavored  steak 
and  just-right  pommes  frites.  .  .  .  Nippon— One  of 
our  sons  and  our  daughter  insists  it's  the  top  of  the 
growing  Japanese  heap,  and  I  agree. 


THE   DIFFERENCE   BETWEEN  MEN  AND   BOYS 

is  in  the  price  of  their  toys. 


GIVE  NAUGHT 

get  same. 
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GIVE   MUCH 

yet  same. 

-MALCOLM  S.  FORBES, 

Editor-in-Chief 


Other  Comments. 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.— M.S. F. 


Practice  Makes  Perfect 

New  York  is  in  the  position  of  a 
rich  man  without  money.  It's  easier  to 
have  no  money  when  you're  poor  than 
when  you're  rich. 

— Raimond  Dohet,  assistant  to 

president  of  Council  of  Paris,  during 

a  visit  to  New  York,  in  W. 

Making  Default  Palatable 

On  the  subject  of  why  he  collects 
soup  cans,  New  York  City  Council- 
man Henry  Stern  replies:  "It's  a  well- 
defined  subject,  there  are  many  varia- 
tions to  collect,  it  satisfies  my  col- 
lector's impulse,  and  it's  economical. 
Also,  it's  edible.  In  case  of  the  city's 
default,  I  can  eat  the  collection." 

—New  York  magazine. 

Stock  Market  Dopers 

Technicians  and  fundamentalists 
view  each  other  in  Wall  Street  with 
the  same  degree  of  mutual  admiration 
and  respect  as  do  Catholic  and 
Protestant  in  Northern  Ireland,  Chris- 
tian and  Moslem  in  Lebanon,  Arab 
and  Jew  in  the  Middle  East.  Or  may- 
be  a   little   more   so.    To   the   funda- 


mentalist, the  technician  is  a  latter- 
day  reader  of  entrails,  or,  as  our  old 
friend  Barton  Biggs  once  put  it,  an 
eternal  seeker  after  the  source  of  the 
Nile.  To  the  technician,  the  funda- 
mentalist is  the  equivalent  of  a  sports 
commentator  who  knows  every  de- 
tail about  the  game— except  the  score. 
Our  observation  is  that  they're  both 
right— at  least  about  each  other. 

—Alan  Abelson,  Barron's. 

The  Bath's  the  Thing 

Shinto  is  at  the  core  of  many  con- 
temporary customs  such  as  the  bath. 
At  the  time  Western  European  society 
was  substituting  perfumes  and  cos- 
metics for  washing,  the  ofuro,  a  bath, 
was  a  Japanese  habit.  Concern  for 
cleanliness  is  genuinely  Japanese,  an 
outgrowth  of  ancient  Shinto  purifi- 
cation rites,  misogi-harai.  Dirt,  be 
it  of  body  or  mind,  is  evil  and  dis- 
liked by  the  gods. 

Americans  hurriedly  bathe  before 
going  out  for  an  evening's  entertain- 
ment. The  Japanese  go  out  for  an 
evening  of  bathing;  that  is  the  enter- 
tainment. To  bathe  by  oneself,  con- 
fined  to   a   closed   windowless   room, 


is  considered  lonely  and  sad.  So  from 
Japan's  humblest  to  highest,  taking  a 
bath  with  others  is  one  of  life's  most 
pleasurable  enjoyments— a  sensuous  ex- 
perience that  soaks  away  winter's 
chill  and  work's  fatigue  and  allows 
meditation  and  friendly  conversation. 
You  wash  with  soap  and  rinse  before 
going  into  the  big  bath,  which  you 
share,  politely  ignoring  what  is  not  to 
be  seen.  It  is  bad  taste  to  hurry  or 
to  hide. 

—George  and  Claire  Louden, 
Smithsonian. 

Don't  Think  About  It 

Keep  cheerful,  take  a  less  compli- 
cated view  of  life,  for  it  is  probably 
much  simpler  in  reality.  And  whether 
life,  of  which  we  know  nothing,  de- 
serves all  the  tormenting  thoughts  on 
which  our  Russian  minds  wear  them- 
selves out— this  is  still  a  question. 

—Chekhov. 

Why  Mine  Are  Not 

Writing  good  editorials  is  chiefly 
telling  people  what  they  think,  not 
what  you  think. 

—Arthur  Brisbane. 


WILL  TERRORISTS  GET  THE   BOMB? 


The  chances  of  its  happening  are 
increasing. 

Last  month  the  director  general 
of  the  International  Atomic  Energy 
Agency  warned  of  the  alarming 
spread  around  the  world  of  plants 
that  can  take  "spent"  uranium 
from  civilian  nuclear  power  plants 
and  turn  it  into  plutonium.  It  is 
with  plutonium  that  nuclear  bombs 
are  made. 

In  too  many  cases  the  safeguards 
in  the  1968  nuclear  nonprolifera- 
tion  treaty  against  using  spent  nu- 
clear fuel  to  make  bombs  have 
been  inadequate  or  ignored. 

In  fiis  address  before  the  U.N. 
General  Assembly  last  fall,  Secre- 
tary of  State  Henry  Kissinger  made 
a  proposal  for  the  creation  of  re- 
gional centers  around  the  world  to 
reprocess  nuclear  fuel.  The  idea 
was  that  a  small  number  of  such 
facilities,  would  make  diversion  of 
nuclear  materials  for  atomic  weap- 
ons more  difficult. 

So  far  the  Kissinger  proposal 
hasn't  met  with  much  enthusiasm. 

Actual  and  potential  exporters 
of    nuclear    technology,    including 


by  M.S.  Forbes  Jr. 

the  Soviet  Union,  have  held  three 
secret  meetings  this  year  in  Lon- 
don to  formulate  a  set  of  rules. 
Their  efforts  have  yet  to  bear  fruit. 
'Customers  like  Brazil  and  South 
Korea  can  still  play  off  one  sup- 
plier, such  as  France,  against  an- 
other, such  as  West  Germany. 

With  the  proliferation  of  nu- 
clear power  plants  and  their  some- 
times inadequate  safeguards,  the 
day  is  not  far  off  when  a  band 
of  terrorists,  much  less  a  nation, 
will  be  able  to  steal  a  pinch  of 
plutonium  to  fashion  a  crude 
atom  bomb. 

What  greater  incentive  for  more 
effective  controls  do  the  diplomats 
need  than  that? 

#      #      * 

A  fascinating  footnote  to  Holly- 
wood's smash  box-office  success  of 
the  last  two  years  has  been  the 
turning  of  tables  by  movie  produc- 
er-distributors on  theater  owners. 

For  many  a  year,  theaters  have 
had  the  upper  hand.  They  got  60% 
or  more  of  a  motion  picture's 
gross  receipts.  They  could  and  did 
take  their  own  good  time  in  paying 


off  their  obligations  to  distributors. 

It  wasn't  always  thus.  Back  in 
the  1930s  and  1940s,  the  major 
studios  controlled  the  movie  out- 
lets (as  well  as  the  actors  and  ac- 
tresses). After  World  War  II  the 
Justice  Department  forced  MGM 
to  part  with  Loews,  and  the  re- 
sultant spin-offs,  along  with  the 
advent  of  television,  soon  had 
the  movie  houses  (or  those  that 
survived)  calling  the  tune.  What 
good  was  a  movie  you  couldn't 
distribute? 

Now  the  pendulum  has  swung 
again.  Hollywood  is  miking  fewer 
flicks— the  number  of  1975  releases 
was  the  smallest  in  decades— but 
many  more  box-office  hits.  As  a  re- 
sult of  this  smaller-but-more-de- 
sirable supply  situation,  theaters 
are  keeping  50%  of  the  receipts  in- 
stead of  60%.  They're  not  only  pay- 
ing their  bills  on  time,  but  provid- 
ing more  cash  advances  and  up- 
front guarantees. 

The  turnabout  has  given  movie- 
makers an  earnings  leverage  that 
even  their  artistic  accountants 
could  not  have  foreseen  or  created. 
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People  invest 
for  one  reason: 
to  make  money. 


The  three  key  factors  in  making  money  are 
•premier  quality  investment  advice 
•order  executions  that  save  you  money 
•investing  through  a  financially 
dependable  firm 


For  seventy-one  years,  E.  F.  Hutton  has 
been  helping  people  make  money. 


When  E.F.  Hutton  talks, 
people  listen. 


Forbes 


Color  Him  Black 


The  man  who  foisted  "mood"  rings 
on  the  public  isn't  going 
to  make  much  money 
from  his  hype. 


Paul  Newman  owns  one.  So  do 
Barbra  Streisand,  Dustin  Hoffman, 
Margaux  Hemingway,  Steve  Mc- 
Queen, Ali  MacGraw  and  Valerie 
Perrine.  Genesco's  Chairman  Franklin 
Jannan  gave  some  to  his  top  execu- 
tives the  day  he  presented  his  five- 
year  plan.  Basketball  star  Walt  (Clyde) 
Frazier  bought  one  for  each  of  his 
girl  friends.  Muhammad  Ali  wrote  a 
poem  about  his.  And  when  Sophia 
Loren's  turned  an  ominous  black  color 
during  a  press  conference,  she  showed 
it  to  the  reporters.  They  flipped,  and 
wrote  front-page  stories  about  it. 

It  is  the  mood  ring,  the  Christmas 
gift  of  the  year  and  the  hottest  fad 
since  the  hula-hoopla.  Since  August, 
more  than  a  million  dollars  worth  of 
the  rings  have  been  sold  for  from 
$2.98  to  $250  (in  a  14-karat  gold 
setting).  There  are  even  mood  watch- 
es, retailing  in  New  York  City  for 
$30  or  so. 

Now  the  growing  number  of  man- 
ufacturers, some  three  dozen  at  last 
count,  are  talking  about  hitting  $1 
billion  before  the  fad  fades. 

According  to  the  hype,  the  chem- 
ically treated  items  change  color  as 
your  mood  (and  body  heat)  changes. 
Like  a  thermometer,  the  rings  take 
your  emotional  temperature.  For  ex- 
ample, when  you  are  tranquil,  the 
ring  is  a  cool  turquoise.  When  you  are 
nervous  and  uptight,  it  is  a  gloomy 
black.  And  when  you  are  intensely 
happy  (or  as  passionate  as  one  of 
Clyde  Frazier's  girl  friends),  it  turns 
an  "ultimate"  hot  purple. 

The  catch  is  that  the  rings  respond 
to  any  heat.  Judging  by  the  ring,  a 
wife  bending  over  a  stove  is  happier 
(hot  blue)  than  her  husband  picking 
around  the  refrigerator  for  a  snack 
(cold  black).  The  rings  also  wear  out 
and  turn  splotchy  after  about  a  year. 

The  ring's  "secret"  chemical,  and 
even  the  jewelry  idea,  have  been 
around  for  years.  Chameleon-like  liq- 


uid crystal,  chemically  synthesized 
from  sheep's  wool  grease  of  all  things, 
has  been  used  in  hospitals  to  detect 
iever,  in  electrical  circuits,  thermom- 
eters and  even  in  3-D  movie  glasses. 

A  couple  of  years  ago,  someone  in 
Pittsburgh  designed  some  jewelry 
coated  with  the  liquid  crystal.  But 
the  stuff  flopped.  The  same  thing  ap- 
parently happened  in  Japan,  too. 

Then  this  summer  along  came  a 
33-year-old  Hayden  Stone  dropout 
named  Joshua  Reynolds,  who  is  a  de- 
scendent  of  the  British  portrait  artist. 
After  tension  forced  him  from  Wall 
Sheet,  Reynolds  began  dabbling  in 
"biofeedback"  to  conquer  his  anxie- 
ties. Biofeedback  converts  monitor  al- 
pha (brain  wave)  emissions  in  hopes 
of  being  able  to  control  them  and 
modulate  tension.  Turning  his  prob- 
blems  into  a  business,  Reynolds 
launched  Q-Tran  Ltd.  (for  tranquil- 
ity). It  runs  a  New  York  meditation 
center  for  the  chronically  nervous  and 
makes  elaborate  "brain  wave"  feed- 
back machines.  More  anxiety:  Q-Tran 
was  piling  up  lots  of  debt. 

Then  Reynolds  got  the  idea  for  a 
"feedback"  ring.  Though  the  "mood 
stones"  use  less  than  10  cents  worth 


Reynolds'  rap  rings  up  big  ring  sales. 

of  liquid  crystal,  he  couldn't  afford 
to  make  many.  He  did  the  next  best 
thing.  He  promised  1%  of  his  epheme- 
ral operation  to  Faberge's  energetic 
press  agent  Valerie  Jennings  to  get 
the  ring  around.  She,  in  turn,  helped 
talk  Polly  Bergen,  then  president  of  a 
Faberge  subsidiary,  into  buying 
$5,000  worth  of  stock  in  privately 
held  Q-Tran. 

Jennings  and  Bergen  quickly  con- 
vinced syndicated  society  columnist 
(and  astrology  bug)  Eugenia  Shep- 
pard  to  write  up  Reynolds  and  the 
ring.  The  story  got  a  big  play.  Then 
they  persuaded  two  New  York  tele- 
vision stations  that  there  would  be  a 
big  crowd  when  the  rings  first  went 
on  sale  at  Bonwit  Teller.  Of  course, 
that  was  a  self-fulfilling  prophecy. 
The  lighted  cameras  helped  draw  the 
crowds;  1,000  rings  at  $45  each  went 
the  first  day. 

The  ring  has  gotten  a  mountain  of 
publicity,  including  a  People  maga- 
zine spread  and  a  full-page  New  York 
Times  ad  by  People  hyping  the  story 
about  the  hype. 

"Every  time  the  magazine  stories 
come  out,"  says  Bonwit's  jewelry  buy- 
er Gloria  Fiore,  "we  get  a  big  pick- 
up in  sales." 

The  publicity  has  turned  Reynolds 
into  a  celebrity,  too-  -but  not  a  rich 
one.  During  past  years,  he  was  forced 
to  sell  all  but  10%  of  Q-Tran  to  keep 
it  afloat.  And  then  he  was  totaly  un- 
prepared for  his  ring-a-ding  winner. 
Demand  overwhelmed  him  and  his 
few  handicapped  workers,  who  were 
making  the  first  rings  by  hand.  By 
the  time  he  increased  production  (to 
a  current  25,000  a  week),  there  were 
dozens  of  imitators  siphoning  off  mil- 
lions of  dollars  in  sales,  and  what's 
worse,  buying  up  the  short  supplies 
of  liquid  crystal  from  NCR. 

Reynolds  has  applied  for  a  patent. 
But  by  the  time  that  is  processed,  his 
ring  may  be  as  black  as  his  mood.   ■ 
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Track  To  Nowhere 

You  can  make  a  great  case  for  running  passenger  trains 
on  the  Washington-Boston  corridor.  But  the  rest 
of  Amtrak  is  a  rolling  pork  barrel. 


Every  evening  at  9:00  Amtrak's 
Floridian  leaves  Union  Station  in  Chi- 
cago. It  clicks  along  at  about  40  miles 
an  hour.  Real  carnations  are  on  the 
dining  tables,  and  you  can  get  a  full- 
course  steak  dinner  for  $6.45.  After 
22  stops— and  37  hours— the  12-car 
express  pulls  into  St.  Petersburg,  Fla. 
By  the  time  the  train  traveler  gets 
there,  a  plane  traveler  would  already 
have  enjoyed  a  day  and  a  half  of  sun 
and  fun. 

Not  surprisingly,  only  about  200 
through  passengers  ride  the  Floridian 
on  a  typical  day.  Whenever  someone 
shells  out  $120  for  a  Chicago-St. 
Petersburg  roomette,  Amtrak  subsi- 
dizes his  trip  to  the  tune  of  $264.  The 
Government  could  save  money  by  giv- 
ing each  of  those  unhurried  customers 
first-class  airfare,  plus  $100  to  spend 
at  the  beach. 

Though  the  Floridian  is  a  near 
worst  case,  Amtrak's  aggregate  per- 
formance isn't  much  better.  This  year 
the  25,000-mile  system  will  lose  more 
than  $320  million.  Costs  per  passen- 
ger-mile are  15.4  cents;  revenues  are 
just  6.7  cents.  The  Government  makes 
up  the  difference.  Since  Amtrak  got 
rolling  in  1971,  that  has  amounted  to 
$600  million— in  addition  to  anoth- 
er    $900     million     to     cover     equip- 


ment loans  that  cannot  be  repaid. 
The  idea  was  that  if  rail  service 
improved,  people— and  profits— would 
return.  Creaky  Pullmans  have  been 
refurbished;  once-surly  employees  are 
now  often  cordial;  and  there's  a  $5- 
million  advertising  budget.  Like  Mus- 
solini, Amtrak  is  making  the  trains 
run  on  time— though  sometimes  with 
the  Italian  dictator's  favorite  trick: 
slower  schedules.  The  New  York- 
Chicago  Broadway  Limited  used  to 
be  regularly  late,  so  in  October  the 
timetable  for  the  17-hour  run  was 
lengthened  by  90  minutes. 

Prospects:  Poor 

Though  1976  is  the  year  Amtrak's 
early  backers  predicted  for  its  first 
profit,  there  won't  be  one.  Instead, 
costs  are  rising  and  business  is  off: 
Rail  passenger  volume  for  the  first 
nine  months  of  this  year  was  down 
9%,  though  domestic  airlines  reported 
that  traffic  remained  flat. 

However,  even  if  every  Amtrak  seat 
were  filled,  the  system  would  still  lose 
over  $75  million  this  year.  "The  no- 
tion that  we  can  make  money  the  way 
we're  structured  today  is  wishful 
thinking,"  concedes  Paul  Reistrup,  the 
43-year-old  West  Point  graduate  who 
became  Amtrak's  president  in  March. 


Reistrup,  an  experienced  railroader, 
took  over  from  Roger  Lewis,  former 
head  of  General  Dynamics.  Since 
then,  service  has  improved  slowly 
but  steadily. 

Amtrak  wants  $3  billion  more  in 
government  money  over  the  next  five 
years— $2  billion  for  operating  deficits 
and  SI  billion  for  capital  spending. 
Track  improvements  are  not  covered; 
Amtrak  rides  for  free  in  return  for 
relieving  railroad  passenger  losses. 
Instead,  the  money  will  replace  its 
aging  2,100-car  fleet.  The  new  equip- 
ment, though  cheaper  to  run,  packs 
seats  tighter  and  lacks  the  solid  com- 
fort of  the  heavy  coaches  Amtrak 
now  uses. 

That  program  will  double  Am- 
trak's load  capacity.  But  it  will  do 
little  for  the  profit-and-loss  state- 
ment: Even  with  twice  as  many  riders, 
Amtrak  projects  operating  deficits  of 
$400  million  a  year  in  1980. 

What  will  the  nation  get  for  pour- 
ing $3  billion  into  a  losing  business? 
The  number  of  passengers  lured  from 
highways  and  airlines  will  be  slight. 
Even  with  the  expansion,  Amtrak  will 
be  able  to  handle  scarcely  more  than 
1.5%  of  total  intercity  traffic.  Little 
energy  will  be  saved.  The  highways 
won't  be  noticeably  less  crowded. 

Is  Amtrak,  then,  an  experiment  in 
futility?  Should  it  be  scratched  to 
spare  money  for  more  cost-effective 
spending?  Not  entirely.  There  is  a 
strong  case  to  be  made  that  Amtrak 
should  be  cut  back  drastically  but 
still  be  continued. 

Look  at  performance  in  the  crowd- 
ed corridor  between  Boston  and 
Washington.  Each  year  these  trains 
carry  over  half  of  Amtrak's  18.5  mil- 
lion passengers.  This  service— provid- 
ed the  Government  pays  for  track  im- 
provements—can become  fast  and 
profitable,  relieving  congestion  in  the 
nation's  most  congested  area.  Even 
now,  the  Metroliner  revenues  come 
within  10%  of  covering  costs. 

By    concentrating    its    spending    on 


How  do  you  lure  people  out  of  cars?  That's  Amtrak's  problem.  Old-time  elegance  brings  back  a  few  riders— and  big 
deficits.    But    just    running    fast,    bare-bones    trains    in    the    corridors    between    major    cities    might    do    the    tut  k. 
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the  corridor,  the  Federal  Government 
could  provide  a  real  demonstration  of 
the  benefits  of  rail  passenger  service. 
And  it  could  do  so  for  a  fraction  of 
what  Amtrak  costs  in  its  present 
bloated  form.  As  business  boomed, 
Amtrak  could  reopen  high-speed 
shuttle  routes  between  other  cities 
( Cleveland-Pittsburgh,  Chicago-Mil- 
waukee, Los  Angeles-San  Diego).  The 
low-volume  corridor  operations  are 
now  Amtrak's  biggest  per-passenger 
losers. 

Without  changes,  Amtrak  is  a  loss 
leader  with  no  economic  justifica- 
tion. Today,  trains  carry  less  than  1% 
of  all  intercity  travel.  The  rest  moves 
by  car  (87%),  air  (10%)  or  bus  (2%). 
Since  World  War  II,  rail's  share  has 
dropped  steadily.  Why?  Not  because 
of  service  cutbacks;  in  the  early  Fif- 
ties most  railroads  made  a  major  push 
for  passenger  business.  "The  cost  in 
time  was  so  heavy  that  only  the  af- 
fluent elderly  and  the  poor  kept  rid- 
ing," explains  UCLA  economist 
George  Hilton,  an  avid  rail  buff  and  a 
vocal  Amtrak  critic.  "Now  there's  no 
reason  to  waste  money  just  so  100,000 
nostalgia  nuts  can  pursue  a  hobby." 

Indeed,  time  is  Amtrak's  greatest 
enemy.  Its  new  run  between  Boston 
and  Albany  takes  seven  hours— three 
more  than  the  bus.  But  without  hefty 
spending  to  upgrade  track,  Amtrak's 
present  slow  speed  won't  change. 
Many  railroads  can  barely  operate 
freight  trains  at  40  miles  per  hour, 
much  less  provide  smooth  passenger 
service  at  80  miles  per  hour.  Just  to 
bring  the  East  Coast  corridor  up  to 
high-speed  conditions  may  require  $4 
billion.  Converting  to  electricity  sys- 
temwide  (so  one  transportation  mode 
wouldn't  depend  on  oil-based  fuel) 
means  billions  more.  Nice,  if  we  could 
afford  it,  but  we  can't. 

What's  more,  as  it  is  now  set  up, 
Amtrak  can  waste  energy.  Its  new 
high-density  coaches  weigh  100,000 
pounds  and  carry  80  people.  That's 
1,200  pounds  of  steel  per  passenger- 


far  better  than  existing  equipment, 
but  still  more  than  twice  the  figure  for 
intercity  buses.  Buses  probably  get 
nearly  double  the  passenger-miles  per 
gallon  and  outperform  all  but  the  most 
heavily  used  trains.  (If  you'd  rather 
snuggle  your  tootsies  in  an  upper 
berth,  consider  this:  A  first-class  train 
with  diner  and  lounges  can  use  20% 
more  fuel  per  person  than  a  similarly 
loaded  jet  airliner. ) 

In  addition,  rail  passenger  service 
is  labor-intensive.  For  example,  South- 
ern Railway  runs  money-losing  service 
between  Washington,  D.C.  and  At- 
lanta. Its  12-car  Southern  Crescent 
typically  carries  140  passengers.  That 
requires  329  man-hours  of  crew  labor. 
Doing  the  same  job  in  four  buses 
would  take  56  man-hours;  in  one  air- 
liner, 14  man-hours.  The  fault  is  with 
the  unions,  not  the  rails,  but  it  is  a 
fact  of  life. 

Different  Abroad 

But  what  about  Europe  and  Japan? 
They  run  quality  trains  that  report 
break-even  revenues.  Why  can't  that 
happen  here? 

Aside  from  obvious  differences 
(fewer  automobiles  and  highways, 
shorter  distances,  higher  relative  air 
fares  and  limited  suburban  sprawl), 
those  places  have  modern  rail  tech- 
nology, and  the  U.S.  doesn't.  "We 
rebuilt  our  railroads  after  World  War 
II  with  Marshall  Plan  money,"  says 
a  French  railway  official.  "If  we  still 
had  the  old  stuff,  we'd  probably  be  in 
a  mess  ourselves." 

Japan's  "bullet  trains"  between 
Tokyo  and  Osaka  are  ideals  that  aren't 
possible  here.  With  a  $17  fare,  they 
make  the  300-mile  trip  in  just  over 
three  hours— and  produce  50%  operat- 
ing profits.  But  the  trains  carry  as 
many  as  700,000  riders  a  day.  That's 
more  people  than  Amtrak's  Metro- 
liners  haul  in  a  full  month. 

Amtrak's  route  map  doesn't  allow 
such  economies  of  scale.  Many  of  its 
trains    run    for    hundreds    of    miles 

The  Bus  Fights  Back  - 

It  was  near  midnight  on  Halloween 
as  the  first  westbound  run  of  Am- 
trak's new  Lakeshore  Limited  pulled 
into  Cleveland.  Instead  of  well-wish- 
ers, however,  350  angry  bus  drivers 
and  ticket  agents  surrounded  the 
train.  "The  confrontation,"  says  one 
shaken  passenger,  "was  pretty  ugly." 
That  demonstration— and  subse- 
quent lobbying  by  the  nation's  bus 
operators— didn't  derail  the  Lakeshore. 
But  economics  might.  Amtrak  spent 
$2.4  million  just  to  refurbish  stations 
on  the  politically  popular  Boston- 
Chicago  route,  but  first-year  revenues 


where  there  are  more  cattle  than  peo- 
ple. When  they  do  roll  into  major 
towns,  it's  often  at  ungodly  hours. 
Why,  then,  is  Amtrak  spreading  its 
money  so  thin  when  the  Boston-Wash- 
ington corridor  is  its  only  promising 
route?  The  answer,  it  should  be  plain 
to  all,  is  politics. 

Indianapolis— intersection  of  three 
of  Amtrak's  costliest  long  hauls— 
probably  has  better  rail  service  for 
its  size  than  any  city  in  the  nation. 
Senator  Vance  Hartke  (Dem.,  Ind. ) 
heads  the  key  surface  transportation 
subcommittee  and  is  a  leading  propo- 
nent of  rail  travel.  His  House  coun- 
terpart, Representative  Harley  Stag- 
gers (Dem.,  W.Va.)  gets  a  special 
train  straight  through  his  district; 
revenue  for  the  service  covers  less 
than  one-sixth  of  the  cost— Amtrak's 
worst  ratio.  After  complaints  from 
Senator  Mike  Mansfield  (Dem., 
Mont. ) ,  his  Senate  buddies  helped  ar- 
range four  trains  a  day  through  his 
sparsely  populated  home  state. 

So,  unless  growing  losses  bring  rad- 
ical change,  Congress  will  keep  Am- 
trak rolling.  Rail  passenger  appropria- 
tions have  never  drawn  more  than  a 
token  opposition.  Current  legislation, 
in  fact,  won't  even  allow  Amtrak  to 
pull  trains  off  losing  runs.  "It  has  be- 
come a  regular  pork  barrel,"  says  one 
high  Department  of  Transportation  of- 
ficial. "Everybody  gets  his  piece  of 
the  action." 

Sure,  trains  are  fun  to  ride— and 
watch.  There  might  even  be  enough 
demand  (from  rich  rail  fans  or  visit- 
ing Arabs)  for  occasional  luxury  long- 
haul  service.  The  interstate  system, 
however,  makes  buses  far  more  effi- 
cient for  those  who  want  economical 
travel.  Of  course,  Amtrak's  disadvan- 
tage today  probably  results  from 
previous  highway  and  airline  sub- 
sidies. But  those  mistakes  hardly 
justify  making  another.  Amtrak  makes 
sense  right  now  only  in  the  one  cor- 
ridor that  is  congested  enough  to  sup- 
port it.   ■ 


will  cover  barely  haJ  of  out-of-pocket 
costs.  By  1980  operating  losses  are 
projected  to  top  $30  million. 

Aside  from  drawing  the  busmen's 
ire,  Amtrak's  subsidies  have  received 
little  criticism.  Long-haul  train  ser- 
vice carries  so  few  passengers  that 
most  airlines  don't  feel  the  competi- 
tion; auto  manufacturers  would  look 
ridiculous  taking  on  the  train. 

But  the  Washington-New  York  cor- 
ridor is  a  different  story.  There,  Am- 
trak's Metroliners  have  cut  the  market 
share  of  Eastern's  air  shuttle  from 
over  60%  to  less  than  40%. 
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Repent  At  Leisure 


Remember  the  bowling  "boom"?  The  same  kind  of  shakeout 
is  now  hitting  tennis,  golf,  hockey,  fishing, 
camping— and  virtually  every  other  participation  sport. 


"lssT  .  .  .  have  you  heard?  .  .  .  tennis 
is  the  new  boom  sport  .  .  .  pass  it 
on.  .  .  ."  The  tennis  boom  was  her- 
alded in  countless  newspapers  and 
magazines.  Some  33  million  people 
were  said  to  be  playing  the  game 
last  year,  up  from  8  million  five  years 
ago.  Total  tennis  revenues  from  rac- 
kets, balls  and  clothing  were  estimat- 
ed at  $500  million,  up  more  than  25% 
a  year  since  1970.  Metal  rackets 
were  especially  hot;  manufacturers 
couldn't  make  them  fast  enough. 

But  the  $5-billion  sports  equipment 
industry  has  a  knack  for  killing  its 
golden  geese.  Remember  the  bowling 
"boom"  15  years  ago.  Or  snowmobiles 
in  1971.  Or  skiing  in  1973.  Bullish 
sports  equipment  makers,  including 
lots  of  little  guys,  push  too  much 
product  onto  the  market.  Deadly 
price-cutting  follows,  then  red  ink  and 
dropouts.  The  "boom"  is  never  big 
enough  to  benefit  the  entire  industry. 

This  year  that  scenario  is  being  re- 
peated in  a  host  of  outdoor  activities 
—tennis,  golf,  fishing,  team  sports  and 
camping,  to  name  the  big  ones. 

Take  tennis.  "There's  no  question 
that  the  growth  in  tennis  has  been 
dynamic,  but  whenever  that  happens, 
invariably  everybody  jumps  in,"  says 
Evan  Baker,  president  of  A-T-O's 
Rawlings  division. 

Back    in    the    early    1970s,    when 


PepsiCo's  Wilson  was  about  the  only 
maker  of  steel-framed  rackets,  it  sold 
out.  But  soon  Wilson  had  45  com- 
petitors, and  now  the  steel-frame 
business  is  a  disaster,  though  it  has 
claimed  35%  of  the  market.  Jay  Mon- 
roe, president  of  New  York's  Tensor 
Corp.,  says:  "There  is  an  enormous 
glut.  There  is  stuff  piled  up  in  our 
plant,  piled  up  at  the  retailers,  piled 
up  at  our  Taiwan  warehouse." 

Tensor,  a  metal  frame  pioneer 
(which  also  makes  high-intensity 
lamps),  sold  $3.5  million  worth  of 
rackets  in  1974;  this  year  it  will  be 
lucky  to  sell  $2.5  million.  Profits  will 
be  off  even  more.  "In  order  to  get  the 
$2.5  million,"  sighs  Monroe,  "we  al- 
most had  to  give  them  away.  The 
racket  that  we  sold  in  1968  for  $25, 
we  now  sell  for  as  little  as  $9." 

Everybody  In 

Again,  the  manufacturers  out- 
boomed  the  boom.  Tensor  expanded 
its  plant  capacity,  as  did  Wilson.  On 
top  of  that,  it  seemed  anybody  with 
a  Taiwan  connection  got  into  the  im- 
porting business.  In  1974  imports  of 
tennis  frames  increased  53%  over 
1973,  then  37%  more  in  the  first  four 
months  of  1975.  Price-cutting  fol- 
lowed. Last  spring  Questor's  $130- 
million-sales  Spalding  division  was  of- 
fering   dealers    30%    and    40%    off    to 


get  out  from  under  its  racket  supply. 

The  same  thing  happened  in  tennis 
balls.  When  both  General  Tire  &  Rub- 
ber and  Dunlop  increased  capacity 
this  year,  they,  along  with  Spalding, 
created  a  massive  oversupply. 

The  shakeout  has  begun.  Chem- 
old,  one  of  the  early  metal-racket 
manufacturers,  filed  for  Chapter  11 
reorganization  this  summer.  Hart  Ski, 
<owned  by  Beatrice  Foods,  left  the 
courts  last  spring.  Seamco,  a  Dart  In- 
dustries subsidiary,  has  also  quit. 

Those  failures  will  be  followed  by 
others  because  the  recession  has  dra- 
matically slowed  down  new  court 
construction,  and,  in  turn,  that  is  de- 
celerating tennis'  growth  from  25%  a 
year  to  a  mere  10%  or  so. 

"When  there  was  the  ability  to  sell 
everything  you  made,  nobody  knew 
how  high  up  was,"  says  Spalding's 
marketing  man,  Ken  Tippery.  "We  all 
believed  we  could  sell  twice  as  much, 
if  we  only  had  it  to  sell." 

Such  reasoning  lured  many  major 
companies  into  the  industry  in  recent 
years.  Victor  Comptometer,  the  old 
adding  machine  company,  gets  40% 
of  its  $248-million  sales  and  60%  of 
its  $5.6-million  earnings  from  its  sev- 
en recreational  companies.  Colgate- 
Palmolive's  new  sports  division  now 
does  an  estimated  $100  million  a  year. 
S.C.  Johnson  &  Sons  (Johnson's  wax) 
has  acquired  11  sports  outfits.  And 
American  Brands  just  recently  bid  for 
golf  leader  Acushnet. 

"There  has  been  too  much  mytholo- 
gy and  too  much  finger  painting  in 
this  industry,"  says  Victor's  Recreation 
Group  Vice  President  Howard  Bruns, 
president  of  the  Sporting  Goods  Man- 
ufacturers   Association.     "The    major 


The  Strange  Case  Of  The  Missing  Papers 


Important  documents  are  missing  at  CNA  Financial.  Was  it 
an  accident?  Or  is  somebody  trying  to  hide  something? 


"We  got  screwed  in  this  thing," 
says  Victor  Earle,  general  counsel  of 
the  auditing  firm  of  Peat,  Marwick, 
Mitchell  &  Co.  "We  were  the  victims 
of  this  craziness." 

A  curious  tale  is  unfolding  in  Chi- 
cago's Federal  District  Court  for  the 
Northern  District  of  Illinois.  It  in- 
volves Peat,  Marwick's  audit  of  CNA 
Financial  Corp.  and  eight  class-action 
suits  charging  that  CNA  published 
materially  false  and  misleading  fi- 
nancial statements  for  the  years  1969 
through  1974.  Peat,  Marwick  is  a  co- 
defendant  in  some  of  the  suits. 

As  in  cases  of  this  sort,  the  auditors' 
work  papers  were  routinely  request- 


ed by  the  plaintiffs.  Work  papers 
show  exactly  how  accounting  rules 
were  applied  and  justify  the  decisions 
in  writing  for  review  by  the  firm's 
senior  partners.  In  short,  the  ^apers 
are  a  complete  record  of  an  audit. 

The  papers  are  also  a  goia  mine  of 
information  for  anyone  suing  a  com- 
pany. When  the  CNA  suit  was  filed, 
Peat,  Marwick's  work  papers  for 
1969  to  1975  were  requested.  At 
first,  Peat  routinely  complied,  provid- 
ing some  200,000  pages  of  documents. 

But  on  Aug.  13,  Peat,  Marwick's 
lawyers  told  Judge  Edwin  A.  Robson 
an  unusual  tale.  In  a  letter,  they  stat- 
ed   that    some    of    the    work    papers 


were  missing.  In  fact,  they  had  been 
destroyed— inadvertently,  it  was  al- 
leged—by CNA  employees. 

Since  then,  some  14  depositions 
have  been  taken  from  Peat,  Marwick 
and  CNA  employees.  None  is  \et  open 
to  the  public.  But  from  a  variety  ol 
sources  Forbes  has  pieced  together 
the  main  features  of  the  tale. 

According  to  professional  ethics, 
work  papers  must  be  kepi  under  the 
auditors'  "control."  At  the  Btari  <>l  an 
audit,  the  prior  year's  work  papers 
(and  sometimes  those  of  the  yean 
before  that)  are  carted  over  to  the 
client's  offices  for  ready  reference;  so 
auditors    can    see    how    a    particulai 
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Racket  Glut.  Only  Wilson's  and  AMF-Head's  top-quality  rackets  are  holding  up  against  the  import  deluge. 


companies  have  come  into  the  indus- 
try with  poor  knowledge.  .  .  .  The 
fact  is,  you  can  only  spend  so  much 
leisure  time  in  one  area.  You  might 
be  putting  down  your  golf  clubs  and 
picking  up  a  tennis  racket.  That 
doesn't  mean  the  industry  grew;  it 
means  it  shifted." 

Like  golf.  Starting  in  the  mid-Fif- 
ties, and  helped  by  the  press  notice 
of  President  Eisenhower's  game,  U.S. 
golfers  grew  by  10%  a  year  for  about 
12  years,  from  3.5  million  in  1955  to 
9.7  million  in  1970.  Equipment  sales 
are  peaking  at  $540  million. 

Now  golf  is  too  popular.  Existing 
courses  are  overcrowded,  new  ones 
too  expensive  (upwards  of  $850,000) 
to  build,  and  well-located  real  estate 
scarce  and  costly. 

For  a  while,  golf  club  makers  de- 
ceived themselves  by  selling  to  Ja- 
pan, where  there  is  even  a  golf  "re- 
ligion." Between  1971  and  1973,  that 
market  doubled  yearly  as  status-con- 
scious Japanese  often  paid  around 
$1,000  (2%  times  the  cost  here)  for 
a  set  of  clubs— even  when  they  couldn't 
afford  to  join  local  country  clubs,  at 
upwards  of  $25,000  a  year. 

But  the  recession  changed  all  that. 


The  Japanese  golf  "boom"  evaporat- 
ed. The  60  U.S.  golf  club  makers, 
up  from  only  18  in  1970,  are  stuck 
with  tremendous  inventories.  Only 
AMF,  Wilson  and  Brunswick,  all 
makers  of  high-quality,  expensive 
clubs,  are  still  making  a  good  buck. 

"Club  manufacturers  can  now  look 
forward  to  a  growth  of  no  more  than 
5%  a  year,"  says  James  T.  Butz,  presi- 
dent of  Victor  Golf.  "This  fall  Acush- 
net,  one  of  the  major  manufacturers, 
dumped  30,000  sets  of  pro  clubs  on 
the  market  at  a  33%  discount.  The 
shakeout  has  begun." 

The  story  is  much  the  same  every- 
where in  sports.  As  a  result,  virtually 
every  manufacturer  is  cutting  back 
to  what  looks  profitable.  Brunswick's 
MacGregor,  which  last  year  lost  an 
estimated  $4  million  pretax  on  $55 
million  in  sales,  is  out  of  helmets  and 
protective  padding.  Spalding  has  cut 
its  team  sports  line  drastically,  and 
this  summer  even  swallowed  its  pride 
and  tore  up  its  contract  to  supply 
360,000  baseballs  to  the  major 
leagues.  Negative  earnings  in  AMF's 
Voit  ball  division  have  been  hurting 
the  company's  sport  group. 

Even  Coleman   Co.,   the   $176-mil- 


lion  camping  superstar,  saw  a  drop 
in  existing  line  sales  last  year  and  re- 
ports this  year  will  be  only  flat. 

True,  there  are  exceptions.  The  so- 
called  "sport/ leisure  shoe"  business, 
cranked  up  by  savvy  European  mar- 
keters Adidas  and  Puma,  is  now  a 
$1 -billion  industry,  mainly  because 
its  product  is  used  for  more  than 
sports.  It  has  been  good  to  U.S.  mar- 
keters like  Converse  and  General  Tire. 

The  $330-million  ski  equipment  and 
apparel  business,  which  has  already 
been  through  the  wringer  over  the 
past  five  years,  is  now  looking  sur- 
prisingly strong  for  the  survivors,  par- 
ticularly Cummins  Engine's  K-2  Skis, 
Olin  Ski  and  Spalding  in  boots.  The 
big  loser  was  AMF's  Head  Ski.  It 
invented  the  metal  ski,  and  once  had 
roughly  70%  of  the  market.  Today 
it  has  only  around  12%. 

And  so  it  goes.  Sports  equipment 
investments  are  risky  at  best,  pre- 
cisely because  they  are  so  glamorous. 
If  the  big  conglomerators  don't  face 
reality  about  the  sports  "boom,"  the 
name  of  the  game  could  become  sud- 
den death.  But  meanwhile,  golf  and 
tennis  enthusiasts  will  be  able  to  pick 
up  clubs  and  rackets  for  a  song.   ■ 


situation    was    handled    in    the    past. 

"It's  what  auditors  do  with  sub- 
stantial clients,"  says  Victor  Earle. 
"They  leave  their  papers  and  the 
prior  year's  papers  out  on  the  [cli- 
ent's] premises,  and  they  use  them 
there.  They  keep  control  by  having 
their  own^  locks  and  keeping  the  pa- 
pers under  lock  and  key.  They  have 
their  own  room  assigned  to  them  and 
no  one  bothers  them." 

Well,  no  one  bothers  them— usually. 

On  Thursday,  July  31,  after  Peat, 
Marwick  had  begun  its  1975  audit  of 
CNA,  the  auditors  locked  up  their 
work  papers  for  1973  and  1974. 
But  when  they  returned  on  Friday, 
Earle  says,  they  were  "dumbfounded." 
One  of  their  file  cabinets  was  missing. 

On  Thursday  evening  one  of  the 
janitors  was  instructed  to  find  a  filing 
cabinet.  There  had  been  major  man- 
agement changes  after  Loews  Corp. 
took  over  CNA  in   November   1974, 


and  a  lot  of  cabinets  had  been 
marked  "surplus"— including  a  num- 
ber that  were  then  assigned  to  Peat, 
Marwick.  The  janitor  walked  into  the 
Peat  room,  saw  a  locked  cabinet 
marked  surplus,  broke  the  lock  with 
a  screwdriver,  discarded  the  files  and 
removed  the  cabinet.  "He  didn't  know 
Peat,  Marwick  stored  those  papers 
there,"  says  Don  Reuben  of  Kirkland 
&  Ellis,  CNA's  chief  counsel.  "The 
company  didn't  know— it  had  new 
management.  Nobody  knew  whose 
cabinet  it  was,  so  he  took  it." 

"I  can't  tell  you  how  horrified  our 
guy  was,"  says  Earle.  "We  went  down 
to  the  Chicago  dump  and  went  crazy 
trying  to  see  if  we  could  get  them 
from  where  they  shred  paper." 

Now  that  the  original  papers  are 
gone,  Peat  must  reconstruct  them.  But 
a  reconstruction  will  be  sketchy  at 
best.  No  one  can  prove  what  was  or 
was  not  in  the  original  papers. 


The  question  is:  Could  there  have 
been  a  sinister  motive  behind  this  un- 
usual caper?  "What  you're  asking," 
says  Earle,  "is  do  I  think  someone  in 
top  management  at  CNA  got  it  into 
their  bright  little  heads  that  somehow 
it  might  be  useful  if  someone  de- 
stroyed Peat,  Marwick's  work  papers? 
I  really  doubt  that,  1  must  say.  There 
is  no  reason  why  that  would  help 
them.  They  don't  even  know  what 
was  in  the  papers,  because  they  didn't 
have  access  to  them." 

"It  was  not  done  intentionally  by 
anybody  with  any  responsibility  for 
the  conduct  of  the  case,"  Reuben 
says.  "I  don't  think  any  critical  pa- 
pers were  destroyed.  If  somebody  was 
going  to  destroy  something  important, 
they'd  destroy  the  company's  records." 

Was  it  truly  an  awful,  unpredict- 
able accident?  Or  was  the  destruction 
of  the  records  deliberate?  The  court 
may  have  to  decide.   ■ 
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Crisis  In  The  Big  Pear 

New  York  City  is  not  the  only  city  with  a  budget  crisis. 
Medford,  Ore.  is  hurting,  too. 


Sound  familiar?  A  yawning  gap  in 
the  city  budget,  layoffs  of  firemen 
and  other  municipal  workers  and  fi- 
nally a  direct  appeal  to  the  Federal 
Government  for  some  sort  of  bailout. 

No,  this  isn't  about  the  forbidden 
fruit  called  New  York  City.  This  story 
is  about  Medford,  Ore.  (pop.:  33,900), 
an  archetypal  rural  paradise  re- 
nowned for  its  Cornice  pears. 

Medford  is  still  pleasant  to  visit. 
Nestled  in  a  lush  valley  nine  miles 
from  the  Rogue  River,  Medford 
draws  tourists  from  around  the  world, 
who  come  to  ski,  hunt,  fish  and  ride 
the  wild  waters  of  the  Rogue. 

But  bucolic  Medford  is  afflicted 
with  what  are  often  mistakenly  de- 
scribed as  "big-city"  problems:  bur- 
densome municipal  labor  contracts,  an 
inadequate  tax  base  and  a  projected 
$1 -million  deficit  in  next  year's  $22- 
million  city  budget.  "In  our  small  way," 
says  Medford  Finance  Director  Vivi- 
an Baures,  "we  have  a  big  problem." 

Medford's  dilemma  has  been  build- 
ing for  years.  Back  in  the  boom-time 
Sixties,  the  town's  lumbering  and 
pear  operations  were  thriving,  while 
low  inflation  contributed  to  the  city's 


Main  Street  in  Medford  (right) 
is  not  so  imposing  as  New  York's 
Fifth  Ave.,  but  both  cities  face 
the  same  kind  of  urban  crisis. 


budget  surpluses.  But  as  the  economy 
slowed,  companies  like  Boise  Cas- 
cade and  Medford  Corp.  began  cur- 
tailing production  and  laid  off  as  many 
as  50%  of  their  employees.  As  a  re- 
sult, today  10%  of  the  town's  work 
force  is  unemployed  and  tax  revenues 
are  only  trickling  in.  Meanwhile, 
Medford's  budget  surplus  evaporated 
as  inflation  outran  the  state-mandated 
limitation  on  tax  increases. 

Just  as  its  tax  base  was  stagnating, 
municipal  workers  demanded  and 
won  huge  raises.  The  school  board 
also  increased  teachers'  salaries  13.5%. 
Today  83%  of  the  city's  operating 
budget  goes  to  250  employees  in  the 
form  of  salaries  and  benefits.  Not  all 


this  should  be  blamed  on  Medford's 
mayor  and  city  council.  To  an  extent, 
they  and  the  taxpayers  are  at  the 
mercy  of  state-appointed  arbitrators, 
who  must  by  law  settle  emergency 
labor  disputes.  In  1974  an  arbitrator 
gave  the  firemen  a  23%  wage  in- 
crease, raising  their  average  salary  to 
over  $12,000  a  year.  Then  in  Oc- 
tober another  arbitrator  gave  them 
6%  (though  they  were  seeking  22%). 
In  a  rural  area  where  living  costs  are 
relatively  low,  this  is  better  in  pur- 
chasing power  than  what  many  New 
York  City  employees  get. 

That  last  6%  put  Medford  over  the 
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line.  The  city  gave  the  firemen  a 
choice:  No  raise,  or  reduce  the  fire 
department  by  four  men.  The  fire- 
men sacrificed  their  colleagues. 

With  its  surpluses  spent  and  a  pro- 
jected $1 -million  budget  gap  ahead, 
the  city  also  laid  off  another  17  work- 
ers, imposed  fees  at  the  city  swimming 
pool  and  tennis  courts  and  is  now 
studying  whether  to  consolidate  the 
^police  and  fire  departments  to  elimi- 
nate more  jobs. 

The  city  is  also  trying  to  raise  taxes. 
But  that  is  no  easier  than  cutting 
spending.  The  economy  is  depressed; 
higher  real  estate  taxes  might  drive 
business  away  (just  what  New  York 
City  faces ) .  Increasing  the  burden  for 
the  common  man  faces  a  special  ob- 
stacle. Under  state  law,  Medford's  tax 
base  can't  be  increased  more  than  6% 
a  year  without  the  approval  of  the 
voters.  Not  surprisingly,  the  voters, 
who  include  the  many  unemployed, 
have  been  rejecting  increases,  and  on- 
ly passed  a  special  7%  boost  in  No- 
vember in  order  to  keep  the  city's 
schools  open. 

With  little  room  for  maneuvering, 
the  city  has  resorted  to  floating  tax- 
anticipation  notes  to  cover  its  continu- 
ing expenses— another  page  from  New 
York's  book  of  woes. 

There  are  no  easy  solutions.  Med- 
ford may  be  forced  to  cut  back  ser- 
vices and  lay  off  more  employees  in 
the  coming  year  to  eliminate  the  $1- 
million  budget  gap. 

The  town's  feisty  mayor,  postman 
Sebastiano  ("call  me  Bennie")  Fagone 
says:  "People  are  asking  for  services, 
but  they  won't  pay  for  them."  A  New 
Yorker  by  birth,  Fagone  says  his  vot- 
ers face  the  same  choice  big-city  citi- 
zens do:  Pay  more  or  settle  for  less. 

Meanwhile,  the  majority  of  the  city 
council,  mostly  businessmen  who  op- 
pose Mayor  Fagone,  has  tried  anoth- 
er tack— half  as  a  joke  at  Fagone's  ex- 
pense and  half  seriously.  Last  Octo- 
ber they  wired  Senator  Robert  Pack- 
wood  (Rep.,  Ore.),  a  member  of  the 
Senate  Finance  Committee  that  was 
weighing  aid  to  New  York,  request- 
ing $1  million  in  federal  aid  to  bal- 
ance Medford's  budget.  If  New  York 
gets   a   bailout,    they   want   one,    too. 

Most  call  that  strictly  an  Alice-in- 
lumberland  request;  Congress  didn't 
consider  it  seriously.  Nonetheless,  the 
story  of  Medford  makes  a  serious 
point.  In  requesting  aid,  friends  <>l 
New  York  argued  that  the  city  wasn't 
a  unique  wastrel;  it  was  just  an  ex 
treme  victim  of  urban  debility  and  d 
bloated  bureaucracy.  The  Medford 
situation  lends  support  to  their  argu 
ment.  The  confrontation  between  the 
taxpayers  and  the  bureaucracies  is  not 
solely  a  New  York  phenomenon,  and 
it  won't  be  resolved  any  time  goon,   ■ 
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Today  Ireland  offers  a  comprehen- 
sive package  structured  to  ensure 
extraordinary  returns  from  any 
manufacturing  project  accepted  by 
the  Republic  of  Ireland. 


The  Irish  Government  imposes  no 
company  taxation  whatever  before 
1990  on  profits  earned  by 
manufacturing  goods  which  are 
exported  from  the  Republic. 


Additional  finance  and  working 
capital  (up  to  80%  and  90%  of  total 
investment  in  many  cases)  is  found 
for  you  on  advantageous  terms.  All 
training  costs  are  paid  in  full. 


Irish 
the 


Government  meets  up  to 
cost  of  your  plant  and 
fixed  assets,  paid  in 
cash    as    a    non- 
repayable cash 
grant. 


Common  Market  membership  that 
guarantees  tariff-free  access  to  260 
million  consumers. 


Industrial  Development  Authority  Ireland. 

280  Park  Avenue,  New  York, 
NY  10017 

Please  tell  me  more  about  Ireland's 
unique  financial  package. 

NAME 

POSITION  IN 

COMPANY 


COMPANY  ADDRESS. 


IDA  Ireland 

lNOUSTC?  a_  DE'.E    :-VE'."  &J7-;--  "■ 

Established  by  the  Government  to 
promote  industrial  development. 


lew  York:  (212)  972-1003,  280  Park  Avenue.  New  York,  NY  10017  Chicago:  (312)  644-7476,  1  East  Wacker  Drive,  Chicago,  IL  60601  Houston:  (713)  224-8471, 
)ne  Allen  Center,  Houston,  TX  77002  Los  Angeles:  (213)  624-1024,  515  South  Flower  Street,  Los  Angeles,  CA  90071 

This  announcement  is  published  by  IDA  Ireland,  280  Park  Avenue,  New  York,  NY  10017,  which  is  registered  under  the  Foreign  Agents  Registration  Acts,  as 
nded,  as  an  agent  of  the  Government  of  Ireland.  This  material  is  filed  with  the  Department  of  Justice  where  the  required  registration  statement  is  available 
for  public  inspection.  Registration  does  not  indicate  approval  of  the  contents  by  the  United  States  Government. 


wOur  operation  runs 
more  efficiently  with  IBM 
application  programs? 


Many  managers  are  discovering  that  IBM  programs  can  be  valuable  aids  in  solving  their 
application  problems.  With  hundreds  of  diversified  pre-packaged  programs  now  available! 
users  in  many  areas  of  business  can  improve  their  ability  to  plan,  to  evaluate,  and  to  com- 
municate data  using  the  computer. 

These  application  programs  substantially  reduce  the  need  for  expensive  and  time  con- 
suming in-house  program  development. 

Here  three  companies  report  on  their  experiences  with  IBM  programs,  all  running  on 
System/370  virtual  storage  computers. 

At  Joseph  Schlitz  Brewing  Company,  "production  planning  is  more  efficient.' 

"With  our  vast  number  of  packaging  variables  and 
plant  capabilities,  determining  the  correct  produce 
mix  1  >y  plant  isoneof  our  most  complex  problems','  sa\> 
Paul  Sukalich,  packaging  staff  assistant  at  Joseph 
Schlitz  Brewing  Company,  in  Milwaukee. 

Production  planning  at  Schlitz  is  now  supported  bj 
the  Mathematical  Programming  System  Extended 
(MPSX),  an  IBM  program  which  runs  on  the  com- 
pany's System/370  Model  158  computer.  MPSX  uses 
mathematical  modeling  and  linear  programming  opta 
mization  techniques  to  help  determine  the  most  effi 
cient  and  economical  production  schedule  for  each 
plant  to  fill  customer  orders. 

"Packaging capacity  studies  which  once  took  sev- 
eral weekscannowbedone  in  commutes  with  MPSX'.' 
says  Sukalich. "The  program  makes  production  plan 
ning  more  efficient'.' 


MPSX  is  one  of  several  IBM  programs  used  at 
Schlitz  to  sol  re  problems  in  production, 
distribution  and  brewing  research. 


At  Weston  Components, "we  get  status  reports  daily,  instead  of  weekly." 

"With  the  Shop  Floor  Control  Program,  we  can  keep  much  bettor  track  of  the  maim 
factoring  process  and  establish  priorities  for  work  assignments','  says  Mario  Dell'AgliJ 
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Weston  Components  manufactures  induction 
resistivity  panels  used  to  monitor  oil  well 

logging  operations. 
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the  director  of  operations  at  Weston  Components  in 
Archbald,  Pa.The  company,  a  division  of  Schlumberger 
Ltd.,  designs  and  produces  electronic  components  and 
systems  for  a  variety  of  industries. 

"In  addition  to  getting  job  status  reports  daily, 
instead  of  weekly,"  says  Dell'Aglio,  "the  program  helps 
us  keep  track  of  the  total  time  spent  on  every  aspect 
of  production." 

The  company  also  uses  an  IBM  data  base  man- 
agement program  to  organize  the  details  of  an  aver- 
age current  workload  of  more  than  100  active  orders, 
each  of  which  requires  thousands  of  separate  parts. 
"By  automatically  generating  purchase  requisitions 
for  each  job,  it  has  reduced  our  clerical  work  by 
30%','  says  computer  systems  engineer  Jack  Minelli. 

The  programs  both  run  on  Weston's  Model  115 
virtual  storage  computer.  According  to  Minelli,  "Our 
operation  runs  more  efficiently  with  IBM  application 
programs'.' 

At  Trust  Company  Bank,  "weVe  improved  check  processing 

throughput  by  30%." 

On  an  average  business  day,  Trust  Company  Bank  sorts  and  processes  more  than  500,000 
checks  for  its  own  38  branches  in  Atlanta  and  for  20  other  correspondent  banks. To  handle  that 

high  volume  more  efficiently,  the  bank  is 
using  the  IBM  Check  Processing  and  Con- 
trol System  (CPCS)  and  a  Model  158. 

"With  CPCS,  we've  improved  check 
processing  throughput  by  30%','  says 
Robert  Horton,  general  manager  of  data 
systems. 

The  CPCS  program  provides  a  sys- 
tematic approach  for  recording  and  re- 
trieving of  all  documents  encoded  with 
magnetic  ink.  For  example,  the  program 
not  only  makes  it  possible  to  automati- 
cally read  the  identification  number  at 
the  bottom  of  a  check,  but  also  to  enter 
that  information  on  a  disk  for  customer  accounting  reference. 

For  further  information,  call  your  local  IBM  Data  Processing  Division  office.  Or  write 
IBM  Corp.,  Dept.  83F-F,  1133  Westchester  Ave.,  White  Plains,  N.Y.  10604. 


Ti'ust  Company  Bank  uses  a  variety  of  IBM  programs 
to  improve  the  efficiency  of  its  full  service  hanking. 


Computers  help  get  things  done. 


IBM 

Data  Processing  Division 


Diamond  Internationals 
consumer  protection  package 

saves  money. 
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It  keeps  meat  fresh  longer. 

Diamond's  see-through  tray  is  the  only  meat  pack- 
age with  windows  that  show  the  bottom  clearly.  They 
let  cool  air  reach  the  bottom,  to  keep  the  meat  fresh 
!  longer.  This  cuts  waste  and  saves  money. 
Like  Diamond's  popular  egg  cartons  and  produce 
trays,  our  see-through  meat  trays  are  made  of  a 
renewable,  natural  fibre,  grown  in  ourforests. 

They  protect  the  environment,  too,  because  they're  biodegradable.  So 
everyone  saves. 

From  Diamond  International.  The  responsible  one. 

■  ilAMOND  IhlTERIMATIOIMA 


Diamond  International  Corporation  •  733  Third  Avenue,  New  York,  N.Y.  10017 
Forest  Products  •  Packaging  &  Printing  •  Consumer  Products  •  Building  Materials  &  Home  Supplies  •  Machinery  Systems 


With  A  Little  Bit  Of  Luck 

Dick  Young  lost  one  job  because  his  timing  was  a  bit  off. 
But  he  got  a  second  chance  at  running  a  company  and  this 
time  he  seems  to  be  making  it. 


Four  years  ago,  Richard  A.  Young, 
then  56,  was  fired  as  chief  executive 
of  heavily  leveraged  American  Zinc, 
after  presiding  over  five  years  of 
mounting  losses. 

The  end  of  a  checkered  career? 
Quite  the  contrary.  On  New  Year's 
Day,  Richard  Young  will  become 
chief  executive  of  a  company  ten 
times  as  large,  $610-million-sales 
Bemis  Co.  of  Minneapolis. 

Has  Bemis  Chairman  Judson 
(Sandy)  Bemis,  63,  taken  leave  of  his 
senses?  Why  hand  over  his  family 
company,  specializing  in  packaging, 
adhesives  and  textiles,  to  an  ex-mining 
man  with  a  questionable  track  record? 

Hold  on.  Appearances  are  deceiving. 
Young  was  the  victim  of  bad  luck 
more  than  bad  judgment.  At  first,  with 
the  approval  of  Consolidated  Gold 
Fields  of  London,  which  had  acquired 
60%  of  American  Zinc  in  1963,  Young 
pushed  expansion  only  to  run  into 
sharply  dropping  zinc  prices,  followed 
by  red  ink.  "I  said  stick  with  zinc," 
says  Young,  but  Gold  Fields  de- 
cided in  1971  to  get  rid  of  its  zinc 
assets— and  Young. 

Sandy  Bemis  knows  the  whole  story. 
He  hired  Young,  then  one  of  his 
board  members,  shortly  after  he  was 
fired  at  AZ. 

Young  lost  his  battle  at  AZ,  but  he 
went  on  to  win  the  war.  Well,  actual- 
ly everybody  won  the  war. 

Gold  Fields  proceeded  to  liquidate 
AZ's  operating  assets  at  the  bottom 
of  the  market,  creating  a  $35-million 
tax  shelter.  Asarco  picked  up  AZ's 
mines,  the  country's  largest  zinc  re- 
serves; Amax  bought  the  inefficient 
smelting  operations;  and  Texas  Gulf 
acquired  AZ's  marketing  network. 
Since  then,  zinc  has  soared  from  17 
cents  a  pound  to  39  cents  a  pound— 
an  alltime  high— and  Asarco  is  busily 
pushing  Young's  old  expansion  pro- 
gram still  further  (although  the  wis- 
dom of  that  move,  given  zinc's  notori- 
ous price  cyclically,  is  very  much 
open  to  question) . 

Gold  Fields  has  fared  well  with  its 
diversification  at  renamed  Azcon 
(Forres,  Dec.  1),  earning  28%  on 
equity  from  continuing  operations. 
Luckily,  Gold  Fields  respected 
Young's  judgment  enough  to  hedge 
by  demanding  a  five-year,  $4-per-ton 
of  concentrate  royalty  from  Asarco 
for  each  1-cent  rise  in  zinc's  price. 
Given  the  22-cent-a-pound  rise  since 


then,  that  "Young  Memorial"  royalty 
yielded  $5  million  in  extraordinary  in- 
come last  year. 

But,  appropriately  enough,  it  is 
Young  who  benefited  most  from  the 
comedy  of  errors.  As  luck  would  have 
it,  both  of  Bemis'  top  operating  men 
were  up  for  retirement  in  1971.  So 
Sandy  Bemis  asked  board  member 
Young  to  take  over  as  president  in 
1971,  with  the  promise  of  becoming 
chief  executive  officer  when  Bemis 
stepped  down. 

The  company  needed  help.  It  had 
long  been  one  of  the  U.S.'  least  prof- 
itable major  packagers.  It  had  poor 
growth  prospects  in  its  older  packag- 
ing and  textile  lines,  as  many  prob- 
lems as  opportunities  in  its  newer 
synthetic  leather  and  adhesive  lines 
and  too  much  costly  short-term  debt. 

"By  the  time  I  got  here  the  com- 
pany had  acquisition-indigestion," 
says  Young.  "Between  1960  and  1969 
they  had  made  about  40  acquisitions. 
I  decided  it  was  time  to  stop  and 
straighten  out  what  we  had." 

Take  packaging,  for  example. 
"When  I  came  here  there  were  close 
to  30  packaging  plants  around  the 
U.S.,  all  of  which  managed  their  own 
sales  forces  and  produced  the  full 
line,"  says  Young.  "There  were  a  lot 
of  consolidations  .  .  .  [and]  a  complete 
change  of  the  management  structure." 

Nice  Timing 

This  time  Lady  Luck,  who  had  been 
so  hard  on  Young  back  at  American 
Zinc,  smiled  bewitchingly.  Bemis' 
earnings,  which  had  been  flat  for 
many  years,  rose  from  $7  million  in 
1971  to  $19.3  million  in  1974  on  a  62% 
sales  gain.  That  enabled  Young  to 
convert  Bemis'  heavy  short-term  debt 
into  long-term  debt  with  a  $31-mil- 
lion  private  placement  early  last  year. 

"The  results  were  fantastic!"  says 
Young  contentedly. 

Until  this  year,  that  is.  At  the  half, 
Bemis'  earnings  were  off  74%  on  an 
18%  decline  in  sales. 

"We  are  one  of  the  main  victims  of 
the  inventory  wringout,"  says  Young. 
"The  people  in  the  shortage  markets 
built  the  inventories.  And  we  were 
100%  in  shortage  markets.  Paper  was 
short.  Plastics  were  short.  And  tex- 
tiles were  short.  Our  customers  had 
one  hell  of  a  lot  of  stuff!  Our  physical 
volume  went  off  30%.  That  had  never 
happened  before." 


Young  of  Bemis  Co. 

Among  the  worst  hit  was  Bemis' 
biggest  subsidiary,  Pervel,  the  big- 
gest producer  of  vinyl-  and  urethane- 
based  "leathers"  for  the  U.S.  rag 
trade.  "Their  business  absolutely  fell 
off  a  cliff  in  the  third  quarter  of 
1974,"  says  Young.  "We  had  a  whale 
of  a  loss,  because  they  were  contract- 
ed way  out  ahead  on  high-priced  tex- 
tiles and  plastics,  and  they  were  sell- 
ing to  the  rag  trade  at  whatever  price 
they  could  get  on  the  day  they  made 
the  material."  Bad  judgment?  "In  a 
shortage  market  you  either  do  that, 
or  you  don't  get  any  business,"  Young 
replies.  "They'll  be  back  on  a  pretty 
good  basis  in  the  fourth  quarter,  and 
next  year  should  be  a  real  good  year 
for  them." 

Another  loss  area  was  85%-owned 
Morgan  Adhesives,  which  Bemis  had 
bankrolled  into  a  $90-million  opera- 
tion. "Bert  Morgan  was  a  great  entre- 
preneur," says  Yoirng.  "He  did  won- 
derfully until  he  got  over  $40  million, 
then  he  got  overextended.  It  fell  flat 
on  its  face."  Morgan  is  out  now,  and 
Young  is  in.  "We're  going  to  get  it 
straightened  out,  but  I  can't  tell  you 
how  long  it's  going  to  take." 

As  the  press  release  announcing 
Young's  promotion  came  out,  Bemis' 
third-quarter  earnings  were  back  up 
to  1973  levels.  "My  job  when  I  came 
in  here  was  to  set  up  a  management 
and  operating  structure  that  would 
straighten  out  what  was  wrong,"  says 
Young.  "So  far  we've  been  pretty 
successful." 

Even  in  1974,  however,  Bemis  was 
merely  average  in  both  growth  and 
profitability  among  major  packaging 
companies.  What  remains  to  be  seen 
is  whether  Young's  remarkable  come- 
back at  Bemis  is  built  on  his  sweep- 
ing management  changes,  or  on  a  for- 
tuitously timed  and  "unprecedented" 
inventory -hoarding  spree  by  his  (now 
repentent)  customers. 

After  all,  as  Dick  Young  knows, 
appearances  can  be  deceiving.   ■ 


FORBES,    DECEMBER    15,    1975 


27 


I 


Reclaiming  Land.  Instead  of 

leaving  ugly  mounds  of  dirt  and 

trenches,  strippers  now  fill  in  the 

trenches  and  then  seed  (below). 


In  Clover.  In  many  areas,  strippers 

can  seed  with  cheap  clover. 

But  in  some  desert  areas,  they 

must  use  $14-per-pound  grass. 
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Up  In  Smoke 


The  way  things  are  going,  it  is  sheer 
fantasy  to  talk  about  doubling  U.S.  coal 
production  over  the  next  decade. 


If  it  is  the  national  intent  to  permit 
a  handful  of  Arab  nations  to  gain  a 
major  say  in  U.S.  foreign  policy— as 
they  are  already  beginning  to  dictate 
the  foreign  policy  of  many  of  the 
world's  poorer  nations— then  Ameri- 
cans are  going  about  this  self-de- 
struction in  exactly  the  right  way.  As 
far  as  energy  is  concerned,  a  kind  of 
death  wish  seems  to  prevail. 

As  Forbes  pointed  out  recently 
("Don't  Confuse  Us  With  Facts," 
Sept.  I),  the  U.S.  has  already  slowed 
nuclear  power  development  to  a  dan- 
gerous degree.  Now  we  are  doing 
the  same  thing  with  coal.  So  much 
so  that  you  can  forget  about  Project 
Independence's  goals  of  a  doubling  of 
U.S.  coal  production  by  1985.  At  the 
rate  things  are  going,  we  will  be  do- 
ing well  to  maintain  today's  produc- 
tion over  the  next  decade. 

To  many  people,  coal  is  the  U.S.' 
best  hope.  "We've  got  coal  coming 
out  of  our  ears,"  enthuses  Dr.  Thomas 
Falkie,  the  forthright  young  man  of 
41  who  heads  the  U.S.  Bureau  of 
Mines.  The  U.S.  holds  437  billion  tons 
of  known  reserves.  That  is  equivalent 
to  1.8  trillion  barrels  of  oil  in  British 
Thermal  Units,  or  enough  energy  to 
keep  100  million  large  electric  gen- 
erating plants  going  for  the  next  800 
years  or  so.  It's  ten  times  as  much 
energy  as  is  contained  in  Saudi  Ara- 
bia's oil  and  2.6  times  as  much  as  is 
available  from  the  entire  world's 
known  oil  supply.  The  U.S.  squan- 
dered its  once  rich  oil  reserves.  For- 
tunately, we  still  have  the  coal. 

Not  surprisingly,  coal  has  become 
fashionable  in  investment  and  bank- 
ing circles.  Let  a  company  buy  coal 
reserves  and  the  price  of  its  stock  will 
likely  rise.  Coal  analysts,  a  rare  breed, 
are  in  sudden  demand  on  Wall  Street. 
In  the  past  few  years  coal  has  pro- 
duced dozens  of  new  millionaires.  And 
bankers  are  eagerly  on  the  lookout 
for  coal  deals. 

But  where  is  coal?  While  produc- 
tion is  well  up  from  the  low  point 
of  1954,  it  is  only  back  to  where  it 
was  three  decades  ago.  At  a  time  when 
the  U.S.  should  be  in  an  all-out  drive 
to  develop  its  coal  resources,  it  is 
barely  creeping  along. 

Production  increased  less  than  4% 
this  year,  from  603  million  tons  to 
an  estimated  626  million,  even  though 
51  million  tons  of  productive  capaci- 


ty were  expected  to  come  on  stream. 
There's  no  guarantee  production  will 
increase  much  more  next  year.  Be- 
yond 1976?  The  prospects  are  iffy.  It 
takes  three  to  five  years  to  open  a  sur- 
face mine  and  five  to  seven  years  to 
build  an  underground  one.  Actual 
construction  is  lagging.  To  date,  very 
few  of  the  mines  that  have  been 
planned  or  announced  are  actually 
under  construction,  and  most  of  those 
will  be  producing  metallurgical  coal 
for  making  steel— for  which  there  is 
a  robust  international  market— rather 
than  steam  coal  for  energy.  Pro- 
ductivity in  existing  mines  has  been 
declining  steadily  since  1969,  and  no 
one  has  yet  come  up  with  a  way 
to  reverse  that  trend. 

Into  The  Net 

Meanwhile,  oil  instead  of  coal  is  be- 
ing substituted  for  natural  gas,  which 
is  in  shorter  and  shorter  supply.  We 
are  getting  deeper  into  OPEC's  thrall. 
A  few  years  ago,  the  U.S.  used  prac- 
tically no  Middle  East  oil.  Now  we 
are  using  over  3.7  million  OPEC  bar- 
rels a  day,  and  the  amount  can  only 
go  up  as  the  recession  fades  and  de- 
mand expands.  It  will  be  Middle  East 
oil  that  will  largely  have  to  replace 
Canadian  oil:  Late  last  month  Can- 
ada announced  it  would  cut  its  oil 
shipments  to  the  U.S.  by  one-third  on 
Jan.  1  and  shut  them  off  entirely  by 
1981— two  years  earlier  than  previous- 
ly announced. 

What's  the  problem?  Why  isn't  coal 
being  developed  faster?  There  are 
many  problems,  but  the  most  immedi- 
ate is,  in  a  word:  environmentalism. 
It  all  starts  with  the  fact  that  com- 
panies are  reluctant  to  build  new  coal 
mines  without  long-term  contracts  for 
at  least  some  of  the  production.  The 
estimated  cost  of  a  new  2-million- 
ton  underground  mine  in  Kentucky  or 
West  Virginia  is  $50  million,  while  a 
surface  mine  in  Wyoming  Costa  $15 
million  to  $20  million.  "We  can't  go 
to  our  board  of  directors  and  ask  for 
that  kind  of  money,"  says  one  coal 
executive,  "unless  we  know  where 
we're  going  to  sell  the  coal.  A  chiei 
executive  officer  may  want  to  do  it  in 
the  national  interest,"  he  adds,  "but 
it's  the  stockholders'  money  he's 
spending,  and  he  doesn't  want  to 
wear  a  jail  suit  either." 

As  far  as  eastern  and  midwestem 
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coal  are  concerned,  contracts  have 
not  been  forthcoming.  Why?  Coal 
companies'  prime  customers,  the  elec- 
tric utilities,  aren't  at  all  certain  they 
will  be  allowed  to  burn  the  stuff. 

The  problem  here  is  sulfur— more 
precisely,  sulfur  dioxide,  which  is  re- 
leased when  coal  is  burned.  Sulfur 
dioxide  was  once  thought  to  be  quite 
dangerous  to  human  health.  But  the 
evidence  now  seems  to  indicate  the 
gas  itself  isn't  dangerous,  but  perhaps 
substances  it  plays  host  to  are. 

In  any  case,  eastern  and  midwest- 
ern  coal  is  mostly  coal  with  a  high 
sulfur  content.  The  Clean  Air  Act  of 
1970  has  been  interpreted  by  its  en- 
forcers, the  Environmental  Protection 
Administration  and  its  chief,  Russell 
Train,  to  mean  such  coal  cannot  be 
burned  unless  nearly  all  the  sulfur 
dioxide  is  removed  at  the  source.  No 
one  is  quite  sure  whether  or  not  that 
can  be  done.  Donald  Cook,  soon-to- 
retire  head  of  American  Electric  Pow- 
er, has  been  quite  outspoken  in  his 
claims  that  the  available  technology 
doesn't  work.  Donald  McPhee  of  Kan- 
sas City  Power  &  Light  says  it  does- 
sort  of— if  you  struggle  with  it.  In  any 
case  "scrubbers,"  as  the  technology 
is  called,  add  $12  per  ton  to  the  cost 
of  burning  coal  and  are  not  guaran- 
teed by  their  manufacturers.  If  they 
do  work  they  produce  a  by-product 
known  as  sludge  (an  apt  description), 
and  the  problem  then  is  how  to  dis- 
pose of  it  (there's  one  ton  of  sludge 
for  every  six  tons  of  coal  burned) 
without  polluting  rivers  and  streams. 

Faced  with  these  facts,  many  utility 
companies  are  holding  back  from  con- 
verting to  coal  or  building  new  coal- 
burning  plants.  Indeed,  those  that  did 
voluntarily  switch  to  coal  during  the 
oil  embargo,  saving  some  6,500  bar- 
rels of  oil  per  day,  have  since  shifted 
back— not  because  they  wanted  to, 
but  because  they  were  frightened  to 
death  of  the  environmentalists  and 
their  allies  in  the  Government. 

The  federal  bureaucracy  is  pulling 
two  ways.  The  FEA  wants  utilities  to 
burn  coal  instead  of  oil.  But  it  can't 
require  them  to  unless  the  EPA 
agrees.  The  two  agencies  have  identi- 
fied 32  utilities  they  think  can  switch. 
But  those  that  don't  have  a  supply  of 
low-sulfur  coal  are  hesitating;  they 
are  reluctant  to  spend  money  on 
scrubbers  that  they  aren't  certain  will 
work  to  the  required  standards. 

The  Administration's  proposed 
amendments  to  the  Clean  Air  Act 
were  designed  to  help  resolve  this  set 
of  problems,  but  they  haven't  got  to 
first  base  in  Congress.  Instead,  both 
Houses  are  preparing  legislation  call- 
ing for  even  stricter  clean-air  stan- 
dards than  currently  exist.  The  Ad- 
ministration, for  its  part,  appears  to 


be  abandoning  the  fight  for  coal  and 
pinning  its  hopes  now  on  the  longer 
range  portion  of  its  program— liquefy- 
ing and  gasifying  coal.  With  Congress 
and  the  Feds  playing  politics,  the 
utilities  are,  understandably,  playing 
it  safe. 

For  every  ton  of  coal  that  could  be 
mined  but  is  left  in  the  ground  for 
want  of  firm  contracts,  the  U.S.  will 
have  to  buy  approximately  4.1  bar- 
rels of  OPEC  oil.  At  a  rough  estimate, 
mines  in  the  eastern  U.S.  could  pro- 
duce 280  million  tons  a  year  more 
than  they  are  currently  producing. 
This  is  the  equivalent  of  1.1  billion 
barrels  of  oil— $12  billion  worth  a 
year.  Money  aside,  this  dependence 
on  OPEC  gives  foreign  governments 
the  power  to  make  Americans  shiver 
in  the  cold  and  to  force  large  seg- 
ments of  U.S.  industry  to  close  down. 

The  situation  seems  a  bit  better 
in  the  West.  Western  coal  on  average 
has  a  much  lower  sulfur  content,  0.6% 
to  0.7%  as  opposed  to  2%  to  4%.  It 
can  meet  federal  sulfur  standards 
much  easier  than  eastern  coal  can. 
Utilities,  therefore,  are  more  willing 
to  sign  long-term  contracts  for  west- 
ern coal.  Rocky  Mountain  Energy,  a 
subsidiary  of  the  Union  Pacific,  the 
second-biggest  holder  of  coal  reserves 
in  the  nation,  has  long-term  utility 
contracts  for  output  from  its  one  op- 
erating and  two  soon-to-be-opened 
mines  in  southern  Wyoming.  Utah  In- 
ternational is  supplying  power  plants 
owned  by  groups  of  utilities  in  New 
Mexico.  Two  utilities,  Montana  Pow- 
er and  Pacific  Power  &  Light,  have 
coal  mining  subsidiaries  that  not  only 
supply  their  own  plants  but  others. 

Even  American  Electric  Power, 
which  owns  1.8  billion  tons  of  east- 
ern coal,  is  willing  to  burn  western 
coal.  The  company  has  been  buying 
reserves  in  the  West  and  now  owns 
1.5  billion  tons.  Says  Chairman  Cook, 
"Over  the  past  eight  years  we  bought 
3,000  railroad  cars.  Next  year  we'll 
have  our  own  terminal  in  Ohio,  which 
will  handle  15  million  tons.  Hauling 
coal  across  the  country  is  ultimately 
cheaper  than  installing  scrubbers." 

The  Drawbacks 

However,  there  are  limits  to  the 
use  of  western  coal  in  the  East.  As 
the  distance  from  the  mine  increases, 
so  does  the  cost  of  haulage— especial- 
ly since  western  coal  has  a  lower 
heat  value,  requiring  more  tons  to  do 
the  same  job. 

Then,  too,  western  coal  has  prob- 
lems of  its  own.  This  time,  it  is  not 
clean  air  but  stripped  earth.  Some 
80%  of  all  western  coal  is  located  on 
federal  lands.  Bowing  to  the  environ- 
mentalists, the  Federal  Government 
has   withheld   coal  lands   from   lease 


Half  The  Battle.  Engineers  using 
gadgets  called  electrostatic  precipi- 
tators have  removed  the  belch- 
ing soot  from  most  smokestacks. 
But  many  still  emit  potentially 
harmful  sulfur  dioxide. 


sales  for  the  past  four  years  while  it 
came  up  with  a  new  leasing  system. 
During  the  delay,  a  staff  of  about  30 
people  at  the  Interior  Department  has 
been  grinding  out  a  so-called  "pro- 
grammatic" statement  on  the  environ- 
mental impact  of  such  a  system.  The 
statement  was  finally  filed  in  Sep- 
tember, presumably  opening  the  way 
for  new  lease  sales.  But  the  environ- 
mentalists threw  up  new  barriers.  The 
California-based  Natural  Resources 
Defense  Council  promptly  filed  suit 
against  Interior,  claiming  the  state- 
ment is  inadequate. 
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Even  where  federal  leases  have 
been  sold,  there  are  problems.  On 
the  one  hand,  critics  claim  leasehold- 
ers aren't  developing  their  properties, 
but  holding  them  for  speculative  pur- 
poses. A  bill  to  stop  the  alleged  prac- 
tice by  requiring  leases  to  be  either 
developed  or  forfeited  within  two 
years  is  now  pending  in  the  House. 

In  many  cases,  of  course,  coal 
companies  do  hold  their  leases  until  a 
market  develops.  In  other  cases,  de- 
velopment is  held  up  by  the  compa- 
ny's inability  to  acquire  rights  to  the 
surface— which  the  Government  sold 
to  individuals  under  the  Homestead 
Act  years  ago— and  the  difficulty  of 
putting  together  a  property  big 
enough  to  mine  economically. 

Where  development  has  proceeded, 
it  has  been  challenged  at  every  step. 
The  most  significant  challenge  has 
come  from  the  Sierra  Club  in  the 
Powder  River  Basin  in  Wyoming, 
where  there  are  273  Sierra  members 
and  70-foot-thick  layers  of  coal  only 
20  feet  under  the  ground. 

Four  mines  are  in  various  stages 
of  development  in  the  Powder  River 
area  on  property  leased  by  the  Fed- 
eral Government  between  1965  and 
1970.  All  four  have  been  stopped  in 
their  tracks  by  a  decision  from  fed- 
eral district  Judge  J.  Skelly  Wright  in 
Washington  in  the  case  Sierra  vs.  Mor- 
ton. They  are  owned  by  Carter  Oil 
(a  subsidiary  of  Exxon),  Arco,  Kerr- 
McGee  and  Wyodak  Resources  De- 
velopment Co.  Carter's  mine  is  just 
about  ready  to  open,  and  the  other 
three  were  scheduled  to  open  over 
the  next  five  years. 

The  Sierra  Club  was  ingenious  in 
its  blocking  tactics.  It  filed  a  suit 
against  former  Interior  Secretary  Rog- 
ers C.B.  Morton.  The  club  said  he  had 
violated  the  National  Environmental 
Policy  Act  of  1969  by  failing  to 
file  a  statement  on  the  environmental 
impact  Powder  River  would  have 
on  the  five-state  Northern  Great 
Plains  area. 


Mechanization.  Coal  miners  today 
are  not  the  black-faced  fellows  of 
picture  books,  wielding  picks  and 
shovels.  Instead  they're  operators 
of  big  machines.  Mechanics 
are  among  the  highest  paid  miners. 

The  Sierra  people  were  being  quite 
cynical:  The  Interior  Department  was 
already  preparing  a  report  for  the  Ba- 
sin itself  and  for  each  specific  mine 
site;  this  report  was  to  be  filed  and 
approved  before  mining  permits  were 
granted.  There  was  no  real  need  for 
the  broader  study.  Nevertheless,  a 
judge  well  known  for  his  extreme 
environmentalist  views  enjoined  the 
Department  from  granting  the  four 
companies  mining  permits.  The  ten 
western  governors  recently  called  for 
a  negotiated  settlement,  and  the  Sier- 
ra Club  says  it  is  interested  in  talk- 
ing. But  the  Interior  Department  is 
waiting  to  hear  if  the  Supreme  Court 
will  take  the  case.  The  Department 
would  like  a  clear  ruling. 

The  Price  Of  Delay 

These  delays  are  likely  to  cost  the 
public  a  good  deal  of  money— since 
utility  costs  are  passed  on.  Utilities 
that  have  contracted  for  Powder  Riv- 
er coal— such  as  Public  Service  of  Ok- 
lahoma—are already  building  plants  to 
use  the  coal.  They  could  face  a  fuel- 
less  future;  at  least  one  coal  company 
has  invoked  force  majeure  to  revoke 
its  contracts.  "I  don't  know  what  we're 
going  to  burn  in  there,"  says  one  util- 
ity executive.  "Corn  cobs,  if  we  have 
to."  Whatever  they  burn  will  cost 
consumers  more  than  western  coal 
would.  According  to  one  estimate,  the 
cost  of  a  three-year  delay  could  be  as 
high  as  $1.6  billion  in  terms  of  pur- 
chased OPEC  oil. 

The  Sierra  Club's  victory  is  not  yet 
complete.  Amax's  Belle  Ayr  mine  is 
already  operating  in  the  area.  It  sup- 
plies a  dozen  utilities  with  nearly  6 
million  tons  a  year,  and  it  has  been 
open  only  three  years.  Robert  James, 
mine  superintendant,  says  it  will  sup- 
ply 30  million  tons  at  its  peak  in 
about  five  years.  The  mine  has  not 
been  closed  down  yet.  But  the  Sierra 
Club  is  trying.  It  asked  the  court  to 
extend  its  injunction  to  the  planned 
expansion.  The  Court  said,  "No,  not 
now,  but  maybe  in  two  years." 

Wallace  Wilson,  vice  president  .it 
Continental  Illinois  Bank  in  Chicago, 
predicts  that  "unless  there's  a  miracle 
—and  I  would  put  a  favorable  Su- 
preme Court  decision  in  that  cate- 
gory—this suit  and  related  suits  will 
tie  things  up  for  at  least  five  years. 
until  there  is  a  catastrophe  of  some 
sort,  and  Congress— it  would  have  to 
be  a  new  Congress,  because  this  one 
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May  your  Christmases  be  white,  with  one  slight  exception. 
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How  International  Paper 
helps  smart  computers  avoid 

dumb  mistakes 


Air  conditioners  to  Eskimos?  Our  ruthless  standards  for 
making  tab  card  stock  help  keep  mistakes  like  this  from  happening. 


A  computer  that  uses  key- 
punch cards  does  what  the 
cards  tell  it  to  do.  And  if  one 
card  is  just  the  least  bit  off,  the 
computer  can  foul  up  bank 
statements,  goof  up  shipments— 
even  send  air  conditioners  to 
Eskimos. 

We  don't  make  the  cards.  But 
we  do  make  the  paper  for  the 
cards.  And  it's  got  to  be  well  nigh 
perfect. 

A  lot  can 
foul  up  the  works 

Here  are  just  a  few  things  that 
can  make  smart  computers  look 
dumb. 

Metallic  or  carbon  particles. 
Those  little  devils  could  throw  a 
whole  program  off  because  a 
computer  can  read  them  as  holes. 

Expansion  and  contraction.  A 
variation  as  little  as  a  few  hun- 
dredths of  a  percent  can  throw  the 
card  position  off  in  the  computer 
—  big  trouble. 

Abrasion.  If  a  card's  surface 
wears  off  as  it  goes  through  the 
computer,  dust  can  make  the 
computer's  sensors  make  errors. 

Thickness.  If  a  card  is  a  few  ten- 
thousandths  of  an  inch  too  thick 
it  won't  even  go  into  the  computer. 
A  few  ten-thousandths  of  an  inch 
too  thin,  it  can  jam  the  machine. 


The  stock  used  for  keypunch  cards  is  one  of  the  most 
difficult  of  all  papers  to  make. 

Moisture  content.  Too  dry,  and 
the  cards  stick  together  because 
of  static  buildup.  Too  fat  with 
moisture,  and  they  can  jam  in  the 
computer. 

How  we  keep 
it  from  happening 

Our  card  stock  is  stronger 
because  we  use  a  special  alkaline 
pulping  process.  This  produces  a 
stronger  card  fiber  than  the  sul- 
fite acidic  process. 

We  use  a  streamlined,  com- 
puterized method  to  run  off  our 
card  stock.  It  automatically  controls 
basis  weight  and  moisture  content 
in  the  drying  process  for  flatter, 
more  uniform  cards.  We  even 
control  the  moisture  content  of  our 
stock  to  fit  the  climate  conditions 
of  each  country  we  ship  to. 


Finally,  we  test  our  card 
stock  just  about  every  way 
under  the  sun— 24  hours  of 
tests  per  roll. 

We've  got  tests  for  all  the 
problems  we've  already 
named.  And  then  some: 
electrical  resistance,  acidity, 
warp,  coefficient  of  friction, 
folding,  bursting  strength, 
internal  bonding,  porosity- 
well  over  100  different  tests. 
If  our  quality-control 
examiners  find  the  least  flaw  they'll 
send  a  1500-pound  roll  of  card 
stock  back  to  be  totally  recycled 
without  batting  an  eye.  Ruthless— 
but  right. 

All  this  is  because  we  want 
satisfied  customers. 

And  it  has  worked.  Today 
we  have  card  stock  customers  in 
26  countries. 

Keypunch  cards  that  work  all 
over  the  world.  Another  example 
of  International  Paper's  respon- 
siveness to  a  fast-changing  world  — 
with  innovative  leadership  in 
wood  products,  hydrocarbon  re- 
sources, building  materials, 
pulp,  paper,  packaging,  and  non- 
woven  and  health  products. 

®   INTERNATIONAL 
PAPER 
COMPANY 

220  EAST  42ND  STREET   NEW  YORK.  NEW  YORK  10017 


would  never  do  it— passes  a  law  that 
removes  all  the  obstacles." 

In  short,  Powder  River  coal  is  the 
Alaskan  pipeline  all  over  again:  held 
up  on  flimsy  grounds  by  an  extremist 
minority;  likely  to  get  under  way  only 
when  the  lights  start  going  out  or  the 
lactones  start  closing  from  want  of 
power;  at  this  point,  the  general  pub- 
lic becomes  aroused  against  the  mi- 
nority, and  politicians  move. 

What  does  the  Sierra  Club  really 
want?  Why,  in  the  words  of  a  critic, 
are  they  "unwilling  to  let  a  single 
spade  turn  a  single  clod  of  earth"? 
According  to  Laney  Hicks,  the  Club's 
northern  plains  regional  director,  the 
answer  is  "regional  planning  by  the 
Government,  not  piecemeal  planning," 
and  more  consideration  given  to  the 
alternatives  to  western  coal— particu- 
larly eastern  coal. 

The  truth  is,  however,  that  the  ex- 
treme environmentalists  are  mostly 
fighting  yesterday's  battles— battles 
they  have  already  won.  Today's  min- 
ing companies  are  not  the  robber  bar- 
ons of  yesterday  or  the  strip-and-run 
artists  of  a  decade  ago. 

The  thousands  of  stripped-over 
acres  in  Kentucky  and  West  Virginia 
that  so  horrify  environmentally  mind- 
ed citizens  are  a  legacy  from  a  dif- 
ferent age;  they  couldn't  happen  to- 
day. In  trying  to  punish  business  for 
past  sins,  environmentalist  extremists 
are  penalizing  the  whole  country. 

In  every  state  but  Alaska,  reclama- 
tion is  now  ordained  by  law.  Typical- 
ly a  company  reclaims  as  it  goes,  fill- 
ing up  the  stripped-out  area  with  the 
soil  it  earlier  had  removed  and  care- 
fully piled  up,  then  seeding  and,  if 
necessary,  irrigating  the  area.  The 
success  of  a  particular  project,  of 
course,  depends  on  the  earnestness  of 
the  company— and  of  the  state  en- 
forcement officials.  In  some  instances, 
the  land  actually  has  been  made 
more  productive  than  it  was  before 
mining  began. 

Basically,  there  are  two  aspects  to 
the  environmental  problem.  One  is 
pollution.  There  is,  unfortunately,  no 
easy  answer  to  that.  As  long  as  the 
public  wants  air  conditioning  and  ap- 
pliances and  cars— and  jobs— the  U.S. 
will  either  have  to  accept  a  measure 
of  pollution  or  become  a  hostage  to 
a  handful  of  oil-producing  nations. 
No  one  likes  the  smogs  of  yesteryear 
that  afflicted  cities  like  Donora,  Pa. 
and  Gary,  Ind.;  but  a  majority  of  the 
population  would  certainly  prefer  a 
"measure"  of  pollution  to  large-scale 
unemployment,  a  greatly  reduced 
standard  of  living  or  national  bank- 
ruptcy. What  "measure"?  That  is  the 
question,  at  least  in  the  East.  This 
trade-off  between  pollution  and  the 
cost  and  availability  of  energy  is  the 


Organizing  battles  go  on,  but  the  big  problem  now,  say  coal  executives, 
is  wildcat  strikes  by  a  few  young  malcontents  who  are  "mad  at  the  world." 
Since  coal  miners  traditionally  don't  cross  picket  lines,  a  handful 
can  close  down  mines  at  will.  They  did  so  repeatedly  this  year. 


big  problem  there  because  its  coal  is 
high  in  sulfur  content. 

In  the  West,  the  problem  is  dif- 
ferent. The  coal  is  relatively  pollu- 
tion-free and  the  utilities  are  willing 
to  commit  themselves  to  long-term 
contracts.  But  the  environmentalists 
won't  let  the  coal  be  dug.  The  East 
can  get  the  coal,  but  there  are  few 
long-term  takers.  The  West  has  long- 
term  takers,  but  it  can't  dig  enough. 

The  Learning  Curve 

What  would  happen  if— a  la  Alas- 
kan pipeline— Congress  were  to  sweep 
away  the  environmentalist  road- 
blocks? If  Congress  were  to  decide 
that  present  methods  of  reclamation 
were  adequate  and  that  the  risk  of 
additional  sulfur  in  the  air  was  bear- 
able? Could  the  U.S.  double  coal  pro- 
duction quickly? 

The  answer  is:  Not  quickly.  By  de- 
laying construction,  the  environment- 
alists have  already  cost  the  industry 
a  year  or  more.  But  this  is  only  part 
of  the  problem.  There  are  other  fac- 
tors delaying  fast  expansion  of  coal. 

Take,  for  example,  the  sparsely 
populated  western  states  that  would 
yield  up  their  coal  for  the  rest  of  the 
country.  The  governors  of  those  states 
are  demanding  a  say  in  how  coal  is 
developed  on  federal  lands  within 
their  borders.  They  do  not  want  to  be 
stuck  with  huge  bills  for  education, 
sewage  and  police  and  other  services 
for  the  big  influx  of  people  that  min- 
ing expansion  will  entail.  In  short,  they 
want  a  piece  of  the  action.  Montana, 
under   Governor  Thomas  Judge,   has 


enacted  a  severance  tax  equal  to  30% 
of  the  value  of  any  coal  mined  in  tin1 
state,  even  on  federal  lands. 

Labor  also  is  a  problem.  Even  after 
the  United  Mine  Workers  won  a  I  at 
settlement  last  December,  the  mines 
were  still  plagued  with  wildcat  strikes. 
In  August  alone  5  million  tons  of  pro- 
duction were  lost  because  miners  de- 
cided not  to  work.  For  the  full  year. 
Dr.  Thomas  Falkie  estimates  that  be- 
tween 10  million  and  20  million  tons 
were  lost. 

The  companies  are  suing  the  inter- 
national union,  which  has  obviousl) 
lost  control  of  the  local  units.  "There's 
peace  in  the  mines  at  the  moment," 
says  Ralph  E.  Bailey,  president  ol 
Consolidation  Coal,  "but  nobody 
knows  for  how  long." 

During  the  lean  years,  few  new 
miners  were  hired.  Production  was 
declining,  so  the  last  thing  the  com- 
panies needed  was  a  batch  of  new 
hirees.  The  problem  was  to  keep  the 
miners  they  had  working.  As  a  result 
of  last  year's  settlement  with  the  un- 
ion, however,  15,000  miners  are  ex 
pected  to  retire  on  Jan.  1.  Because 
of  this  and  because  of  the  anticipated 
boom,  companies  have  been  hiring 
and  training  new  people.  According 
to  Falkie,  "the  new  men  .ire  at  the 
bottom  of  the  learning  curve"  and 
can't  be  expected  to  do  as  much  as 
the  older  fellows. 

Productivity     has     been     dropp 

steadily  in  the  mines  since  L969,  when 
the  Mine  Health  &  Safety  Act  was 
passed.  Before  that  date,  U.S.  coal 
miners  produced  Hi  tons  per  man  pel 
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year.  Last  year  that  figure  was  down 
to  11.  One  reason,  says  Consolida- 
tion's Bailey,  is  that  the  Act's  en- 
forcement officials  from  the  Mining 
Enforcement  &  Safety  Administration 
behave  like  bounty  hunters— more  in- 
terested in  discovering  infractions  and 
closing  mines  than  in  protecting 
health  and  safety.  It's  the  old  story 
of  bureaucratic  overzealousness. 

There  is  also  a  shortage  of  mining 
engineers.  Designing  a  mine  is  a  high- 
ly skilled  business,  and  between  1970 
and  1975  only  962  mining  engineers 
were  graduated  from  the  nation's 
mining  schools.  The  demand  for  them 
could  be  as  much  as  1,200  next  year. 
Mining  schools  are  recruiting  more 
young  people  now,  but  they  won't  be 
turning  them  out  until  1979. 

The  equipment  situation,  critical  a 
year  ago,  has  eased,  but  primarily 
because  environmental  lawsuits  have 
slowed  down  mine  development. 
Equipment  availability  will  be  a  prob- 
lem again  in  the  future.  Especially  if 
manufacturers  are  reluctant  to  ex- 
pand because  of  environmentalist  ob- 
jections to  coal  mining. 

The  Money  Block 

Long  run,  perhaps  the  greatest 
problem  is  capital.  Doubling  coal  pro- 
duction by  1985  would  cost  nearly 
$20  billion  in  current  dollars-$2  bil- 
lion a  year.  The  whole  coal  indus- 
try today  is  capitalized  at  only  $4 
billion,  according  to  Gerard  C. 
Gambs,  vice  president  of  Ford,  Ba- 
con &  Davis,  the  engineering  firm.  And 
for  the  five  years  ended  in  1974,  its 
capital  spending  equaled  just  $2.9 
billion— $3.6  billion  in  current  dollars. 
To  get  this  kind  of  money,  the  min- 
ing companies  would  have  to  com- 
pete with  utilities,  with  governments, 
with  homebuilding.  Unless  the  coal 
industry  is  permitted  to  make  super- 
profits, the  chances  of  raising  this 
kind  of  money  are  slim. 

Summing  up,  Falkie,  who  headed 
the  interagency  task  force  that  came 
up  with  the  idea  of  doubling  coal 
production  by  1985,  now  agrees  that 
the  task  is  impossible.  "If  I  had  to 
do  it  again,"  he  says,  "the  numbers 
wouldn't  be  that  big."  He  is  now 
working  on  some  new  numbers. 

The  new  numbers  will  be  disap- 
pointing. With  sufficient  will,  most  of 
the  problems  could  be— if  not  solved 
—at  least  alleviated.  But  there  is  no 
sign  that  the  national  will  is  sufficient- 
ly stiffened  .^  Unless  things  change 
fairly  drastically,  it  is  sheer  delusion 
to  imagine  that  coal  will  soon  fill  a 
larger  share  of  the  U.S.'  incessantly 
increasing  demand  for  energy.  It 
looks  as  though  the  energy  situation 
will  get  a  good  deal  worse  before 
it  gets  better.  ■ 
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Fiscal  Year  ended  September  30 

Increase 

1975 

1974 

75  over  74 

NET  SALES         $58,528,533 

$52,759,963 

+  11% 

EARNINGS 

AFTER  TAXES       $2,533,152 

$1,519,671 

+67% 

EARNINGS 

PER  SHARE  (1)              $1.15 

.69 

+67% 

]1)  Adjusted  for  four  percent  stock  dividend,  paid  April  10,  1975 
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Celestron  Multipurpose  Telescopes 


On  Display  at  Museums  and  Planetariums  Throughout  the  Country 


The  Phnirp      Three  reasons  why 

i  ne  t,noice.    eXperienced  tele- 
scope enthusiasts  and  leading  col- 
leges, universities  and  science 
centers  the  world  over  repeat- 
edly select  Celestron  telescopes: 

The  Celestron  5.  A  tabletop 
observatory  for  exploring  the 
Moon,  planets,  scores  of  open  star 
cljsters  and  gossamer  nebulae  at  up 
to  300X.  For  casual  observing  or  tele- 
photography, rest  the  instrument  on 
any  flat  surface,  swing  up  the 
tube  and  focus.  Close  in 
on  the  whiskers  of  a 
squirrel  at  the  near 
focus  of  20  ft.  or  the 
face  of  a  friend  at  half 
a  mile.  The  31/2-lb.  tube 
demounts  for  hand-held 
shots  at  25X.  (Size 
swung  down:  7"  x  8"  x 
16",  Wt.:  12  lbs.,  Base 
price,  including  electric 
star  tracker  and  auto- 
matic star  locater,  $750) 

The  Celestron  8.  Eight  full 
inches  of  aperture  make  this 


portable  observatory  in  a  suitcase  the 
amateur's  favorite  for  studying  the  sur- 
face features  of  Mars,  the  subdivided 
rings  of  Saturn,  the  ever-changing 
belt  structure  of  Jupiter,  the 
ntricate  filamentary  detail 
of  deep-sky  nebulae,  the 
central  regions  of  glob- 
ular clusters  at  up  to 
500X.  Also  the  ulti- 
mate terrestrial  tele- 
scope or  telephoto! 
(Size  swung  down: 
9"  x  12"  x  22", 
Wt.:  23  lbs.,  $895) 
The  Celestron  14. 
The  appeal  of  this 
prestigious,  fully 
electric  dome  instrument  is  enhanced  by  a 
unique  design  that  also  makes  it  the  world's 
largest  one-man-portable.  Demount  and  load  it 
into  your  compact  car  in  five  minutes!  Within 
range  of  the  Celestron  14,  at  up  to 
850X,  are  the  delicate  contrast  levels 
of  the  diffuse  and  planetary  nebulae, 
the  spirals  of  remote  galaxies, 
and  the  quasars.  (Size  swung 
down:  18"  x  22"  x  44",  Wt.:  108 
lbs.,  $3,750) 


CeleStrOn  Pacific      2835  Columbia  •  Box  3578-F      •  Torrance,  CA  90503 

World's  Leading  Manufacturer  ot  Compact-Portable  Telescopes 
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Staying  The  Course 


Honeywell  vows  it  will  stay 
in  computers,  come  what  may. 
It  has  nowhere  else  to  go. 


Honeywell's  hopes  rest 
on  the  shoulders  of  Pres- 
ident Edson  Spencer 
(left)  and  Executive  Vice 
President  Clancy  Spangle. 


The  rumor  is  going  around  that 
'  Honeywell,  Inc.,  the  world's  sec- 
ond-biggest computer  company  in 
terms  of  installed  base  value,  is  about 
to  drop  out  of  the  business.  The  ru- 
mor is  not  surprising.  Such  giants  as 
RCA,  Xerox  and  General  Electric,  af- 
ter first  saying  they  would  stay  the 
course  against  International  Business 
Machines,  ended  by  throwing  in  the 
towel.  And  the  game  is  getting  no 
gentler.  Honeywell  has  only  10%  of  the 
world  market  vs.  IBM's  69%,  only  $1.3 
billion  sales  vs.  IBM's  $9.9  billion. 

But  Honeywell  has  a  word  for  the 
rumors:  baloney.  And  it  is  putting  its 
money  where  its  mouth  is. 

Recently  it  invited  the  top  men 
from  11  major  companies,  ranging 
from  Samuel  Johnson  of  S.C.  Johnson 
&  Son  to  Leigh  Youenes,  executive 
vice  president  of  Seattle-First  Nation- 
al Bank,  to  a  day's  session  near  its 
Minneapolis  headquarters.  In  addition 
to  sumptuous  food  and  fine  wine,  the 
men  got  a  persuasive  earful  of  Honey- 
well's future  computer  plans. 

"Sure  we  did  it  partly  in  reaction 
to  the  rumors,"  admits  Clarence 
(Clancy)  Spangle,  president  of  Hon- 
eywell's computer  arm,  Honeywell  In- 
formation Systems.  "It  went  well,  so 
I  think  we  will  do  some  more." 

The  rumors  are  partly  based  on 
Honeywell's  earnings  decline  over  the 
last  few  years.  As  late  as  1973,  after 
Honeywell  had  absorbed  General 
Electric's  computer  division,  the  com- 
pany still  had  a  technological  lead  in 
a  number  of  areas;  it  was  earning 
$91  million,  or  $4.79  per  share,  on 
sales  of  $2.4  billion;  and  its  stock 
was  selling  at  around  $140  per  share. 

Today  Honeywell  trails  the  pack, 
especially  in  the  key  area  of  "distribu- 
tive processing";  it  will  be  lucky  to 
earn  $62  million,  or  $3.15  per  share, 
on  $2.8  billion  this  year;  and  its  stock 
is  down  to  $34— a  big  discount  from 
a  book  value  of  nearly  $46  a  share. 
Although  computers  is  the  big  money 
division,  nearly  50%  of  sales,  it  con- 
tributes only  30%  of  net.  Its  Environ- 


mental Systems'  controls  business— for 
homes,  commercial  buildings  and  in- 
dustry—yields 35%  of  sales,  over  50% 
of  profits. 

The  management  team  of  James 
Binger  and  Stephen  Keating,  which 
reigned  from  the  mid-Sixties,  was  re- 
placed last  year  by  Edson  Spencer, 
49,  a  hardworking  shirt-sleeve  chief 
executive,  and  50-year-old  Spangle. 

Along  with  new  management,  Hon- 
eywell has  a  new  series  60  family  of 
seven  computers  to  replace  all  four 
of  GE's  and  the  company's  old  lines. 
The  line  represents  a  $350-million  re- 
search and  development  investment. 
The  money  was  well  spent.  So  far, 
Spencer  and  Spangle  have  sold  up- 
wards of  $900  million  worth  of  60s. 

That  is  only  the  beginning,  how- 
ever. Honeywell  must  dig  even  deep- 
er into  its  pockets  to  develop  ade- 
quate softwear  and  a  wide  array  of 
terminals.  The  terminals  alone— which 
will  allow  Honeywell  to  junk  its  man- 
ual system  and  shift  to  "on-line  com- 
munications"—will  cost  upwards  of 
$10  million  a  year  to  develop. 

Moreover,  Honeywell  will  be  book- 
ing losses  on  each  piece  of  new  equip- 
ment it  leases  for  the  first  two  or 
three  years.  Right  now  Honeywell 
leases  55%  of  its  equipment,  but  that 
percentage  is  sure  to  rise  because 
many  corporations  are  short  on  cap- 
ital. The  result  is  that  the  more  new 
products  Spencer  and  Spangle  sell, 
the  more  cash  they  will  need  to  tide 
them  over  until  the  leases  mature. 
Spencer  concedes  the  irony:  "Look, 
you  don't  come  in  here  and  just  wave 
a  magic  wand." 

Helpful  Cash 

Instead  of  waving  wands,  Spencer 
is  making  a  couple  of  moves  to  raise 
fresh  cash  and  cut  expenses.  In  May 
he  disclosed  plans  to  merge  Honey- 
well's French  computer  subsidiary, 
Honeywell  Bull,  into  a  French  compa- 
ny known  as  CII.  It  looks  like  a  smart 
deal.  Honeywell  will  get  $60  million 
in  cash,  which  it  needs,  and  still  re- 


tain 47%  of  the  new  and  potentially 
prosperous  company.  In  addition, 
since  the  French  government  is  anx- 
ious to  build  its  own  computer  indus- 
try, it  will  be  supplying  CII-Honey- 
well  Bull  with  some  $1.3  billion  over 
the  next  four  years:  $880  million  in 
computer  systems  contracts  and  $420 
million  toward  CII  losses  and  R&D 
subsidies. 

In  a  similar  but  smaller  deal  last 
August,  Honeywell  also  formed  a 
joint  venture  with  Control  Data  called 
Magnetic  Peripherals.  The  company 
will  design  and  make  disc  drives, 
drums,  controllers  and  the  like  for  the 
parent  companies.  Honeywell  had  to 
make  that  stuff  in  any  event.  Now 
Control  Data  will  share  70%  of  the 
expenses  and  Honeywell  30%. 

What  with  these  capital-saving 
moves  and  its  substantial  cash  flow, 
Honeywell  has  not  yet  run  out  of 
chips  in  the  high-stakes  computer 
game.  It  still  has  $1.1  billion  in  equity 
capital  and  an  annual  cash  flow  after 
dividends— even  at  currently  reduced 
profit  rates— of  better  than  $300  mil- 
lion a  year.  It  has  more  than  a  half 
billion  dollars  in  working  capital  and 
a  debt  ratio  of  only  38%.  So  Honey- 
well seems  to  have  the  will— and  the 
cash— to  forge  ahead  in  the  computer 
business.  To  get  new  business  it  has 
even  agreed  to  service  Xerox'  old 
computer  customers. 

But  the  toughest  times  still  lie 
ahead.  In  two  years,  giant  IBM  will 
bring  out  its  new  fifth-generation 
equipment.  If  it  represents  a  major 
step  forward,  Honeywell  will  face  yet 
another  crisis. 

So,  to  its  other  problems,  Honey- 
well adds  the  potential  damage  from 
continuing  rumors  that  it  may  be  pull- 
ing out.  But  they  are  just  that— ru- 
mors. Knowledgeable  analysts  would 
not  rule  out  a  major  merger  some- 
where down  the  line,  but  Honeywell 
is  in  too  deep  and  has  made  too  much 
progress  to  follow  RCA  and  GE  out 
of  the  business.  It  has  little  choice 
but  to  stay  the  course.   ■ 
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A  Chat  With  Class-Action  Lawyer  Izaak  Walton  Bader 

A  Bondholder's  Best  Friend 


They  laughed  when  Izaak  Walton 
Bader  brought  a  $40-million  class- 
action  lawsuit  last  year  against  the 
accountants  for  Avco's  infant  Cartridge 
Television  spin-off,  charging  that  CT's 
financial  statements  were  misleading 
because  they  capitalized  its  heavy 
research  and  development  costs 
(Forbes,  Apr.  1,  1974).  Standard 
practice,  said  the  judge.  Next  case. 

This  year,  however,  the  Financial 
Accounting  Standards  Board  decided 
Bader  was  right  after  all.  Henceforth, 
developing  companies  like  CT  must 
expense  R&D,  not  defer  it. 

They  also  sneered  when  Bader  sued 
Equity  Funding's  accountants  in 
March  1973,  charging  that  they  should 
have  taken  the  time  to  confirm  that 
policyholders  had  actually  received 
their  (fictitious)  policies.  "Not  what's 
done,"  sniffed  the  accountants.  But 
the  court  has  yet  to  decide. 

Now  a  committee  of  the  American 
Institute  of  Certified  Public  Accoun- 
tants has  urged  that  the  AICPA  con- 
sider strengthening  insurance  policy 
confirmation  practices. 

"Of  course  they  vindicated  my  po- 
sition!" says  Bader,  never  one  to  be 
called  modest.  "But  what  good  is 
that?  They're  locking  the  barn  door 
after  the  horses  have  been  stolen." 

Fee-less  Pyrrhic  victories  do  not 
discourage  a  man  like  Bader,  how- 
ever. On  the  contrary.  They  seem  to 
inspire  him.  Most  recently  Bader  and 
his  1,000-member  Independent  In- 
vestors Protective  League  are  back  in 
the  national  headlines  with  a  class- 
action  suit  against  Howard  Hughes. 
Some  members  of  the  League,  made 
up  of  lawyers,  accountants  and  even 
gray-haired  ladies  all  paying  $1  in  an- 
nual dues,  claim  they  were  defrauded 
in  the  sale  of  Air  West  assets  to 
Hughes  back  in  1968. 

Bader  is  getting  the  headlines  by 
trying  to  prove  that  Howard  Hughes 
is  dead.  A  publicity  stunt?  "No,  no," 
says  the  lawyer  indignantly.  "There's 
a  six-year  statute  of  limitations  here 
[which  ha$  run  out].  But  if  Mr. 
Hughes  is  dead,  we  automatically  get 
18  more  months  tacked  on  to  that." 

Sounded  interesting,  but  Bader 
wanted  to  talk  about  bondholders 
more  than  about  Hughes.  And  there's 
no  arguing  with  I.  Walton  Bader 
when  he  stares  at  you  like  a  jackal 
moving  in  for  the  kill.  A  portly  man 
of  53,  Bader  lurches  heavily  from 
side  to  side  as  he  walks  back  behind 
his  desk  and  plummets  into  his  chair. 
When  he  speaks  he  sounds  like  TV's 
Maxwell  Smart— only  smarter. 

"Interstate   Stores,"  he   announces, 


holding  up  a  sheaf  of  depositions. 
"March  or  April  of  this  year.  A  dis- 
count department  store  chain  with 
roughly  $100  million  in  assets,  around 
half  a  billion  in  volume,  that  went 
bankrupt  in  1974. 

"On  every  corporate  bond  you  have 
what  is  called  an  indenture  trustee, 
normally  a  bank,  appointed  to  pro- 
tect the  rights  of  the  bondholders. 
Bankers  Trust  was  trustee  on  the  In- 


Attorney  Bader 


terstate  subordinated  debentures. 
About  a  year  before  the  company 
went  bankrupt,  Bankers  Trust  makes 
a  direct  loan  to  Interstate  and  makes 
that  loan  superior  to  the  bondhold- 
ers it  was  supposed  to  protect! 

"We've  got  the  same  problem  now 
in  W.T.  Grant  where  I've  sued  the 
Chase  Manhattan  and  U.S.  Trust  for 
doing  exactly  the  same  thing,  only 
that  case  is  even  stronger! 

"This  point  has  never  been  sued 
upon  before,"  adds  Bader,  smiling. 
"The  banks  are  very  unhappy." 

But  might  not  that  Bankers  Trust 
loan  serve  the  best  interest  of  the 
bondholders  if  it  helped  keep  Inter- 
state Stores  alive?  "That's  fine  and 
dandy,"  replies  Bader.  "But  don't 
then  make  your  loan  superior  to  the 


lien  of  the  debentures.  Don't  make 
your  own  position  stronger  than  that 
of  the  bondholders  you're  supposed 
to  protect!" 

That's  far  from  the  only  thing  about 
bonds  that  make  Bader  and  his 
League  unhappy.  Particularly  bonds 
that  arc  in  default. 

"Tell  you  an  even  more  interesting 
case  involving  subordinated  deben- 
tures," Bader  goes  on,  rambling  ahead 
like  a  steamroller.  "American  Export 
Industries.  First  the  subordinated 
debt  holders  were  asked  to  defer  their 
interest  payments  for  two  years  be- 
cause the  [management]  claimed  they 
didn't  have  enough  money.  Mean- 
while, they're  laying  out  millions  in 
legal  fees  and  millions  in  salaries  and 
perquisites!  The  two  years  run  out 
and  they  ask  the  bondholders  to  give 
up  their  creditors'  claims  on  a  com- 
pany that  admittedly  can't  pay  its 
debts  and  take  an  equity  position! 
That  was  so  crazy  the  bondholders 
refused.  We  then  sued  to  recover  that 
deferred  interest,  amounting  to  about 
$10  million." 

But  the  courts  said  Bader's  bond- 
holders couldn't  sue.  They  had  no 
legal  standing,  as  the  phrase  goes. 

"In  all  of  these  bonds  there's  a  pro- 
vision that  says  you  can't  sue  on  the 
bond,"  says  Bader.  "Only  the  inden- 
ture trustee  can  sue.  And  if  he  re- 
fuses your  demand  that  he  sue  .  .  . 
you  then  have  to  get  about  25%  of 
the  bondholders  to  go  along  with  you 
to  override  the  trustee.  But  still  you 
can't  sue.  The  indenture  trustee  has 
to  sue!  And  you  must  give  him  an  in- 
demnity bond  for  costs  and  expenses, 
including  attorney's  fees,  before  he 
will  sue!" 

Those  rules,  spelled  out  in  the  so- 
called  no-action  clause  of  nearly  all 
bonds,  might  disarm  the  average 
plaintiff's  lawyer.  But  not  I.  Walton 
Bader.  "I  counter  with  the  Trust  In- 
denture Act!"  he  says  beaming. 

The  what? 

"That's  a  federal  statute  passed 
way  back  in  1939  that  says  the  rights 
of  bondholders  are  being  adversely 
affected  by  no-action  clauses  and  de- 
clared them  void." 

Bader  says  nobody  remembers  this 
law.  States  have  been  routinely  sus- 
taining no-action  clauses  because  at- 
torneys didn't  know  about  the  Trust 
Indenture  Act! 

When  Bader  pointed  out  the  act  in 
his  American  Export  suit,  the  court 
said  that  it  was  indeed  an  interesting 
argument.  However,  weaseling  out  of 
a  tough  case,  it  added:  You  still  can't 
sue  because  there's  senior  debt  ahead 
of  you  that's  in  default. 

But  Bader  is  fighting  back.  He  is 
arguing  in  a  higher  court  that  the  se- 
nior debt  was  taken  on  after  the  sub- 
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Westinghouse  today... 


Rio  de  Janeiro  enters  a  $19  million  order 
for  car  propulsion  and  control 
for  its  first  rapid  transit  fleet. 

The  fifth  largest  city  in  this  hemisphere,  Rio  de  Janeiro  is 
making  up  for  all  those  years  without  rapid  transit,  with  an 
all-new  system  that  will  stretch  67  kilometers  when 
completed. 

Westinghouse  has  just  been  awarded  a  $1 9  million 
contract  for  car  propulsion  control  and  auxiliaries.  For 
the  first  65  cars,  the  complete  units  will  be  manufactured 
and  assembled  in  the  U.S.;  for  the  next  1 45  cars,  we  will 
supply  components,  to  be  assembled  in  Brazil. 

The  equipment,  including  solid-state  "chopper" 
motor  controls,  will  be  similar  to  that  supplied  recently 
to  the  hemisphere's  fourth-largest  city,  Sao  Paulo. 


First  lines 


Subsequent  lines 


w 


'dinated  debt;  therefore  the  buyer 
t  the  subordinated  debt  was  misled. 
low  could  any  bondholder  possibly 
idge  if  there  was  enough  equity  to 
)\ei  an  indeterminate  amount  of  se- 
ior  debt  taken  on  after  he  invested? 
Tie  appeals  court  has  yet  to  rule. 

"Let  me  tell  you  about  another 
Be,"  Bader  continues,  never  tiring. 
Part,  wait!  we  protest.  One  thing  is 
uzzling— about  you.  Why  are  you  so 
ltcrcsted  in  these  class-action  suits? 
ou  don't  seem  to  be  making  much 
loney    with   them. 

"I  make  enough  to  cover  my 
verhead,"  he  says.  Then  he  adds 
nth  a  laugh,  "Look,  I'm  born  that 
/ay!  I  was  always  a  discipline  prob- 
?m  in  school.  If  I  liked  something,  I 
/orked  hard  on  it.  If  I  didn't,  I  just 
idn't  do  it!  The  teachers  hated  me. 
ve  never  been  successful  having  a 
)b,  either!" 

I  Quit" 

In  1942  he  was  a  government  air- 
raft  parts  inspector  at  Curtiss- 
Vright.  "The  chief  inspector  was  tak- 
lg  bribes  to  pass  lousy  stuff!"  says 
iader.  Bader  refused  to  go  along  and 
?ft.  In  the  Army  he  refused  to  make 
laps  in  triplicate  three  different 
/ays,  instead  of  photostating  the  orig- 
lal.  "Ridiculous,"  says  Bader.  "The 
lan  in  command  just  wanted  a  bigger 
faff!"  Bader  subsequently  made  every 
inding  in  the  South  Pacific  and  was 
roken  in  rank  three  times.  After  the 
irmy,  he  went  to  work  for  his  old 
Jew  York  University  law  professor, 
ut  objected  to  the  opposition's  prac- 
ce  of  purposely  annoying  his  side 
)  get  a  larger  settlement.  "Inappro- 
riate,"  he  says.  "So  I  quit." 
Next  stop  was  the  Federal  Trade 
lommission,  where  a  case  he  worked 
as  investigating  attorney  was 
uashed  through  a  New  York  politi- 
ian's  influence.  On  to  the  New  York 
late  Rent  Commission,  which  was  fine 
ntil  a  bureaucratic  buildup  forced 
Jader  to  submit  reports.  Bader  hated 
le  reports,  and  quit  again.  Final- 
he  was  hired  as  patent  attorney 
t  stapling-machine  maker  Swing- 
be,  where  he  'made  enough  over  15 
ears  to  be  "financially  independent" 
on  a  modest  scale,  as  his  working 
/ife  will  attest).  "Then  American 
rands  took  them  over,  and  I  quit," 
ays  Bader. 
Now  Bader  is  having  the  time  of 
life  "protecting  the  capitalistic 
/stem."  Not  even  Howard  Hughes 
an  rest  easy  anymore. 
Bader's  career  reminds  us  of  a  story 
ut  Davy  Crockett.  As  he  traveled 
ough  Tennessee,  a  stranger  asked 
hy  he  was  going  to  Texas,  where  he 
ter  fell  at  the  Alamo.  "To  fight  for 
j    rights,"  said  Crockett.   ■ 
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Smoothing  The  Curves 

"Managing"  earnings  doesn't  always  involve  accounting 
gimmicks.  At  Dana  Corp.  it  is  a  matter  of  smart  planning. 


What's  this?  An  automotive  parts 
company  making  it  big  in  a  down  year 
for  the  industry?  But  that's  what 
Toledo's  $1.1 -billion-sales  Dana  Corp. 
did.  Other  parts  makers— Eaton, 
Budd,  A.O.  Smith— were  showing  big 
profit  drops  or  even  deficits.  But 
Dana  hasn't  seen  a  down  year  since 
1971.  In  its  fiscal  year  through  Aug. 
31,  it  added  6  cents  a  share  to  the 
$4.20  it  made  in  fiscal  1974,  equiva- 
lent to  a  15.9%  return  on  equity. 

How  was  it  done?  Partly  by  nickel- 
nursing  cost  control,  partly  by  luck 
—and  partly  by,  ah,  creative  financial 
management.  "You  know  what  it  says 
in  the  Bible,"  hints  Chairman  Ren 
McPherson,  51,  "about  the  seven  fat 
years  and  the  seven  lean  years."  Ex- 
plains Stanley  Gustafson,  Dana's  chief 
financial  officer:  "What  we've  done, 
in  effect,  is  transfer  earnings.  For  ex- 
ample, in  1974  when  our  earnings 
were  good  and  prices  were  going  up, 
we  price-hedged  by  buying  a  lot  of 
inventory.  We  could  have  put  that 
money  into  commercial  paper,  but 
that  would  have  shown  up  in  1974 
earnings.  Then  in  1975  we  ran  down 
our  inventories  and  took  advantage  of 
their  low  cost. 

"For  that  matter,"  he  goes  on,  "we 
spent  $21  million  less  in  capital  ex- 
penditures in  1975,  and  we  put  that 
money  in  commercial  paper.  The  in- 
terest income  shows  up  as  1975 
earnings."  Gustafson  says:  "These  fi- 
nancial techniques  added  about  10% 
to  our  1975  earnings." 

Managing  vs.  Managing  Earnings 

"Yep,  we  really  stash  it,"  concurs 
McPherson  with  a  broad  grin.  But 
he  bristles  at  the  suggestion  that  there 
is  anything  improper  in  all  this.  "Man- 
aging earnings?  I  don't  know  what 
you  mean.  If  you  mean  pushing 
things  around  excessively,  I  would 
agree  that  that's  improper." 

In  truth,  McPherson  isn't  creating 
money  that's  not  there;  he's  just 
spreading  it  out  over  two  or  three 
years.  And  Dana's  earnings  stabil- 
ity is  more  than  an  illusion.  Some  27% 
of  its  sales  are  contributed  by  rela- 
tively stable  replacement  parts. 

Then  there's  luck.  "We  were  just 
plain  lucky,"  admits  McPherson,  "to 
be  so  heavily  committed  to  the  light- 
truck  parts  market."  About  28%  of 
sales  come  from  that  market. 

What  will  McPherson  do  when 
automakers  and  parts  outfits  try  to  get 


part  of  the  light-truck  parts  market? 
"We'll  take  some  of  our  plant  and 
move  it  overseas.  That'll  be  a  slow 
transition  anyway."  ' 

McPherson  loves  that  foreign  mar- 
ket, which  since  1970  has  grown  from 
10%  to  29%  of  Dana's  sales.  The  prof- 
its tend  to  be  higher,  especially  in 
the  "developing"  countries,  like  Korea 
and  the  Philippines,  that  he's  concen- 
trating on.  The  risks  are  higher,  too, 
especially  the  threat  of  nationaliza- 
tion, but  McPherson  thinks  he  has 
the  answers  to  that. 

"We  don't  have  any  Yankee  man- 
agers in  our  foreign  operations,"  he 
says.  "We  never  take  more  than  a 
50%  share,  and  we  don't  put  our 
name  on  the  door.  Most  of  these 
countries  don't  want  their  big  assem- 
blers to  integrate  backwards  into  pro- 
ducing parts,  so  there's  a  big  demand 
for  local  parts  producers  with  signifi- 
cant local  ownership."  For  example, 
in  Venezuela  and  Brazil,  Dana  and 
its  partners  produce  parts  for  the  as- 
sembly plants  of  GM  and  Ford. 

McPherson  also  is  diversifying. 
"We're  buying  .  .  .  nuts-and-bolts  kinds 
of  things,"  he  says.  "We  keep  the  old 
management."  For  example,  after 
buying  Detroit's  Formsprag  Co.  in 
1973,  Dana  left  the  management  in- 
tact and  provided  it  with  enough  fi- 
nancing so  that  it,  in  turn,  has  ac- 
quired several  smaller  companies. 

Dana's  philosophy  is  one  of  very 
tight  control,  even  by  the  stringent 
standards  of  the  auto  parts  industry. 
As  McPherson  says,  "Cost  control  isn't 
simply  a  matter  of  cost-cutting.  Sure, 
when  sales  are  down,  you  can  take  a 
meat  ax  and  chop  the  hell  out  of  your 
organization.  Then  what  happens 
when  the  market  turns  up  again?  Will 
you  have  the  facilities  to  meet  your 
customers'  needs?" 

Dana's  management  control  is  re- 
inforced  by  the  novel   technique  of 


McPherson  of  Dana  Corp. 

rotating  managers  from  job  to  job. 
A  salesman  may  take  over  as  a  plant 
manager,  while  a  financial  man  takes 
the  salesman's  job.  Virtually  all  of 
Dana's  management  is  homegrown: 
"We  don't  hire  one  man  over  30  in 
a  year,"  boasts  McPherson. 

But  McPherson  is  the  first  to  admit 
that  the  system  isn't  always  perfect. 

"Our  heavy-truck  transmission  di- 
vision is  a  [deleted]  disaster,"  he  says. 
"Up  to  this  year,  though,  they  were 
so  busy  that  there  was  no  chance  to 
hit  them  with  a  two-by-four.  Go  out 
and  see  that  plant;  you'll  see  what  I 
mean.  They're  overpaid  and  they  have 
a  bad  attitude.  Now  they're  at  least 
moving  on  the  productivity  problem, 
but  it'll  take  them  two  years  to  fix  it." 

The  transmission  plant's  workers 
are  still  moving  in  slow  motion,  vis- 
ible evidence  of  a  legacy  of  slack 
management.  To  get  more  work  out 
of  the  plant,  the  executive  offices 
have  been  moved  right  onto  the  fac- 
tory floor,  so  management  can  keep  a 
close  eye  on  what's  going  on. 

What  would  McPherson  set  as  a 
reasonable  goal?  Well,  since  1970, 
Dana's  unit  volume  has  risen  about 
40%  while  its  domestic  labor  force  was 
falling  by  20%.  You  don't  get  those 
results  by  playing  accounting  games. 

In  fact,  McPherson's  earnings  man- 
agement is  like  cosmetics  on  a  pretty 
girl.  She  may  look  a  little  more  strik- 
ing—but it  isn't  really  necessary.   ■ 


Ahead  Of  The  Pack 


Company 


Earnings  Per  Share - 
1974  1975 


Debt/Equity 
Ratio 


Recent 
Stock 
Price 


Price/ 

Earnings 

Ratio 


Dana 
Eaton 
Budd 
AO  Smith 


$4.20 

5.19 

1.71 

.10 


$4.26 
2.75-3.00* 
1.00-1.10* 
t 


0.5 
0.5 
0.8 
0.4 


37  Vo 

295/s 

83A 

91/2 


9 
9 
8 


*  Analysts'  estimates.         f  Company  has  nine-month  deficit.  No  estimates  available. 
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TRW  has  a  way  to  get  crisp  lettuce  to  St.  Louis. 

With  electronics. 


•  #- 
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Delivering  on  time  is  how 
railroads  get  more  business. 
Scheduling  trains  efficiently  is 
how  they  make  money. 

So  a  company  called  TRW 
designed  a  computerized  dis- 
patch system  that  controls  track 
electronically.  It  gives  railroads 
a  sophisticated  way  to  manage 
both  shipments  and  costs. 

Now,  for  example,  when  a 
shipment  of  fresh  lettuce  has  to 
make  it  from  Salinas  Valley, 
California,  to  St.  Louis  — fast  — 
the  dispatcher  uses  the  TRW 
system  to  electronically  assign 
that  train  top  priority.  Then  the 
system  automatically  opens 
signals  and  clears  track  for  the 
train  to  roll  through. 

This  TRW  electronic  system 
minimizes  the  time  other  trains 
have  to  sit  on  sidings.  And, 
tells  work  crews  exactly  how 
long  they  have  between  trains. 

TRW  has  the  electronics  to. 
help  make  America's  railroads 
really  hum. 


A  COMPANY  CALLED 

TRW 
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ank  delivers  you  a  whole  world 
of  financial  knowledge? 


We  do.  Bank  of  America.  When  it  comes  to  finance,  we 
are  there  — our  money  centers  and  branches  around  the 
globe  keep  us  in  constant  daily  touch  with  fluctuations 
in  all  major  currencies.  We  have  the  expertise  based  on 
years  of  experience  to  help  evaluate  these  changes  to 
minimize  exposure.  Our  analysis  of  economic  situations 
is  based  on  facts:  facts  about  various  economies, 
attitudes  toward  foreign  investment,  tax  incentives, 


government  controls  and  regulations,  the  labor  situation, 
the  banking  system  and  monetary  regulation  —  the 
kinds  of  facts  that  can  have  a  vital  effect  on  your  business. 

This  kind  of  knowledge  can  go  a  long  way  towards 
improving  your  company's  profits.  So  if  you  would  like  to 
profit  by  our  experience  around  the  globe,  remember 
us.  We're  the  bank  that  knows  what  the  real  world 
offers  you. 
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BANKof  AMERICA 
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Good-Bye  To  Gal  Friday? 

Can  you  conceive  of  a  huge  office  with  only 
a  few  secretaries?  IBM  can,  and  so  can 
Xerox  and  a  host  of  other  companies. 


Women's  liberationists  regard  the 
job  of  secretary— Gal  Friday— as  de- 
meaning. The  feminists  may  not  have 
to  worry  much  longer.  The  secretary 
may  be  technologically  obsolescent. 
Listen  to  Stephen  Kurtin,  president  of 
Lexitron,  a  California  supplier  of  au- 
tomated electronic  typewriters:  "A 
company  can  invest  $150,000  in  our 
machines  and  in  one  year  save 
$100,000  by  cutting  out  six  or  seven 
secretaries." 

Lexitron  is  a  smallish  ($11  million 
in  sales)  company,  but  such  giants  as 
International  Business  Machines,  Xe- 
rox, Kodak,  Minnesota  Mining  and 
Burroughs  are  equally  hard  at  work 
to  send  the  secretary  the  way  of  the 
blacksmith  and  the  old-time  book- 
keeper. Look  at  these  figures,  pre- 
pared by  New  York's  Office  Manage- 
ment Systems  Corp.: 

The  typical  secretary  spends  just 
15%  of  her  35-hour  week  typing  and 
proofreading.  She  is  on  the  telephone 
11%  of  the  day;  filing  and  doing  ad- 
ministrative chores  21%  of  the  time. 
During  the  remaining  daily  53%— 
three  hours  and  38  minutes  to  be  pre- 
cise—she is  waiting,  coffee-ing,  chat- 
ting or  away  from  her  desk. 

Of  course  none  of  this  takes  ac- 
count of  the  fact  that  the  intelligent 
secretary  can  soothe  angry  customers, 
alibi  her  boss's  three-hour  lunch,  do 
his  Christmas  shopping  and  generally 
add  tone  to  the  place.  But  the  fact  is, 


she  is  very  expensive.  (Her  average 
wage  was  $132  a  week  in  1974.)  It 
now  costs  $3.79  to  produce  a  typical 
business  letter. 

But  what  could  replace  her? 

Word  processing. 

A  scant  ten  years  ago  word  pro- 
cessing was  little  more  than  an  IBM 
concept.  Now  it's  a  $750-million  busi- 
ness. By  1979,  say  the  enthusiasts, 
sales  will  be  close  to  $3  billion. 

IBM  coined  "word  processing"  in 
the  mid-1960s  when  it  began  market- 
ing typewriters  capable  of  storing  in- 
formation on  magnetic  tapes.  Now 
word  processing  is  a  generic  term— a 
catch-all  used  to  describe  just  about 
any  machine  that  speeds  the  paper 
flow  in  offices.  These  machines  in- 
clude automatic  text-editing  typewrit- 
ers, videoscreen  text  processors  and 
high-speed  printers  that  can  produce 
a  letter  in  three  seconds.  There  is  also 
elaborate  dictating  and  facsimile 
equipment  to  transmit  letters  and  in- 
teroffice memos  over  the  telephone 
lines  rather  than  via  the  mails.  May- 
be your  office  isn't  into  electronic  mail 
yet,  but  companies  like  Manufacturers 
Hanover  and  Joseph  E.  Seagram  & 
Sons  are. 

Another  Growth  Market 

"This  is  as  exciting  as  the  develop- 
ment of  xerography,"  enthuses  Bart 
Stephens,  the  president  of  IBM  Of- 
fice Products  division.  Quantum  Sci- 
ence's Dan  Lavery  says:  "We've  de- 
fined 3.5  million  offices  in  the  U.S. 
Chop  off  2  million  as  being  too  small 
for  word  processing  and  you're  still 
left  with  a  big  and  far  from  saturat- 
ed market." 

In  the  age  of  electronic  data  pro- 


cessing and  industrial  automation,  the 
office  has  been  remarkably  resistant 
to  change,  even  considering  the 
growth  of  copiers  and  computers. 
Capital  investments  for  each  U.S.  of- 
fice worker  is  a  paltry  $2,000,  vs. 
$25,000  in  manufacturing  and  $35,000 
in  agriculture. 

However,  look  at  law  offices.  In 
the  U.S.  there  are  some  236,000  law- 
yers in  private  practice,  plus  another 
80,000  in  government  and  industry. 
Figure  one  secretary  for  two  lawyers, 
and  that's  tens  of  thousands  of  secre- 
taries who  could  be  replaced  by 
word-processing  machines. 

Or  take  the  insurance  industry;  it 
has  a  quarter  of  a  million  secretaries 
alone.  Or  banks  with  160,000.  And 
just  think  of  how  many  secretaries 
crowd  the  coffee  wagons  in  federal 
and  local  government  offices. 

Machines  won't  replace  secretaries 
entirely.  But  with  automatic  type- 
writers rattling  off  error-free  letters 
at  incredible  speeds,  it  will  just  take 
fewer  secretaries  to  do  the  job. 

With  such  sugar  plums  dancing 
before  their  eyes,  some  40  or  so  com- 
panies are  into  word  processing.  But 
few  of  the  40  will  make  money.  Some 
won't  even  survive  beyond  next  year. 
Word  processing  is  shaping  up  as  the 
final  battleground  for  a  good  many 
office  equipment  companies. 

John  Labinski,  national  sales  man- 
ager of  Xerox'  Office  Systems  divi- 
sion, reports  that  he  keeps  having  this 
weird  daydream: 

The  phone  rings.  A  caller  from 
General  Motors  headquarters  in  De- 
troit is  saying,  "Will  Xerox  please  re- 
move the  400  copiers  it  has  installed." 

"Someone  else,"  explains  Labinski, 
"will  have  tied  together  a  package  of 
machines  for  GM.  There  will  be  no 
room  in  their  system  for  our  copiers." 
Which  is  why  Xerox  is  into  office  sys- 
tems with  typewriters  and  facsimile 
equipment  as  well  as  copiers  and 
mailing  machines.  It  must  be  there  to 
protect  its  basic  business. 

In  rural  Franklin  Lakes,  N.J.  Bart 


Paper  pushers  of  the  world,  beware.  Right  now,  machines  are  replacing  secretaries.  But  you  could  be  next. 
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Stephens  is  determined  to  give  La- 
binski  a  hard  time.  Stephens  runs  a 
$1.3-billion  business  for  IBM  in  elec- 
tric typewriters,  dictating  equipment 
and,  since  1970,  plain-paper  copiers. 
"Customers,"  says  Stephens,  "get  a 
'  i lore  thorough  job  using  a  single 
vendor  than  if  they  deal  with  many. 
This  is  what  motivates  us  and  other 
vendors  to  have  a  total  system." 

In  other  words,  some  day  the  lion's 
share  of  word-processing  equipment 
orders  will  go  to  the  companies  of- 
fering a  variety  of  machines  that  can 
he  united  into  a  total  system. 

Companies  with  only  typewriters 
or  copiers  to  sell  could  be  shut  out. 
It  won't  even  matter  much  if  you 
make  the  best  copier  around.  Or  the 
best  computer.  Or  the  best  text  pro- 
cessor. What  will  matter  is  what  total 
system  you  can  offer  the  big  buyer 
like  GM.  And  what  kind  of  service. 
One-stop   shopping;   one-stop   service. 

This  is  why  Burroughs  Corp.  last 
month  bought  Redactron,  a  small 
Long  Island-based  maker  of  auto- 
matic typewriters,  and  last  year  added 
Graphic  Sciences  facsimile  equipment 
to  its  line  of  computers.  Minnesota 
Mining,  which  is  already  big  in  copi- 
ers and  assorted  office  products,  just 
bought  a  maker  of  text-editing  ma- 
chinery. Eastman  Kodak,  best  known 
in  the  office  for  microfilming,  is  fol- 
lowing IBM  into  the  plain-paper  copi- 
er business,  even  though  the  bloom 
is  off  that  rose. 

"It's  like  the  race  to  the  moon," 
explains  Xerox'  Labinski.  "Maybe  it 
isn't  worth  the  price,  but  who  can 
afford  to  sit  back  and  guess  wrong?" 


Making  the  parts  of*the  automated 
office  function  efficiently  will  be  even 
tougher.  IBM  learned  this  in  the  mid- 
1960s  when  it  set  out  to  capture  the 
boilerplate  market,  those  repetitive 
letters  churned  out  by  insurance  com- 
panies and  lawyers  in  which  only  the 
addressees'  names  change.  With  its 
machines  capable  of  simultaneously 
typing  a  letter  and  storing  the  infor- 
mation on  magnetic  tapes  or  cards, 
IBM  reckoned  it  could  also  speed  the< 
production  of  letters  that  are  frequent- 
ly retyped  either  because  of  typists' 
errors  or  because  the  boss  keeps 
changing  some  words. 

But  IBM's  first  machines  weren't  a 
howling  success.  They  were  expen- 
sive-^ 10,000,  vs.  S600  for  a  regular 
office  typewriter— and  to  everybody's 
surprise,  less  productive.  It  wasn't  the 
machine's  fault.  "Secretaries  just  sat 
back  and  stared  at  the  machine  while 
it  typed,"  says  George  Simpson,  a  re- 
spected office  consultant.  "Their  pro- 
ductivity actually  fell  20%  to  40%." 

Quickly,  IBM  created  a  package 
that  included  its  electromechanical 
text  editors  and  dictating  machines. 
With  heavy  advertising,  plus  IBM's 
prestige  behind  it,  the  package  now- 
labeled  word  processing  slowly  be- 
came acceptable  in  the  larger  offices. 
As  productivity  increased,  so  did 
sales;  this  year  over  250,000  text  pro- 
cessors will  be  in  place,  of  which 
around  70%  are  IBM's. 

The  smaller  companies  are  hoping 
to  secure  a  niche  by  producing  more 
exotic  machinery.  Stuff  that  will  cost 
more,  but  produce  more.  Robert 
Hendel    of   Springfield,    Mass.    is   one 


such  small  guy.  A  lawyer,  he  set  up 
his  own  word  processing  outfit,  LCS 
Corp.,  with  his  former  law  partners 
in  1968.  "We'd  tried  IBM  machines 
in  our  own  law  office,  but  they  just 
weren't  efficient  enough,"  says  Hen- 
del,  who  claims  a  $2.5-million  busi- 
ness in  supplying  equipment  to  law 
firms  like  New  York's  prestigious 
Shearman  &  Sterling.  LCS  builds  its 
machines  completely  from  off-the- 
shelf  parts,  supplied  mainly  by  Digital 
Equipment. 

Day  Of  Reckoning 

For  the  moment,  the  smaller  firms 
like  Hendel's  can  afford  to  be  cocky. 
IBM— and  to  a  lesser  degree  Xerox— 
isn't  going  to  rush  into  new  technology 
that  will  make  existing  hardware  ob- 
solete. IBM  alone  gets  nearly  half  a 
billion  dollars  a  year  in  rentals  on  its 
text  editors. 

But  in  a  couple  of  years  or  so  most 
of  those  older  machines  will  be  fully 
depreciated  and  obsolete.  Then  IBM 
is  sure  to  come  along  with  second- 
generation  machines  that  could  short- 
circuit  the  smaller  specialists. 

Already  there  are  straws  in  the 
wind.  IBM  has  started  moving  its  Of- 
fice Products  division  close  to  its 
small-computer-making  General  Sys- 
tems division,  which  also  knows  a  lot 
about  videoscreens. 

And    when    the    offices    are    auto- 
mated, where  will  all  the  secretai 
go?  If  Women's  Lib  has  its  way,  the\ 
will  be  out  competing  for  the  boss's 
job  themselves. 

Until,  that  is,  the  boss's  job  is  also 
automated.    ■ 


Help  Uncle? 


The  specialty  steel  industry  wants  protection 
from  foreign  "dumpers."  But  it  may  not  get  it. 


Early  in  1976  Washington  will  de- 
cide if  foreigners  should  import  stain- 
less steel  freely  into  the  U.S.  A  rou- 
tine decision?  Not  at  all,  says  Presi- 
dent William  Knoell  of  Pittsburgh's 
Cyclops  Corp.  "What's  at  stake  is 
whether  it's  possible  for  the  U.S.  to 
continue  as  an  island  of  free  enterprise 
in  a  world  going  the  other  way." 

Along  with  18  other  specialty  steel 
firms,  Knoell  wants  mandatory  quotas 
on  imports.  Without  quotas,  they  say, 
the  U.S.  soon  won't  have  a  stainless 
steel  industry  worth  noticing. 

One  tends  to  dismiss  this  as  more 
steel  blues-singing.  God  knows  they 
are  having  an  awful  year;  Cyclops' 
profits  are  down  58%  and  its  work 
force  is  decimated.  But  the  problem 
seems  worse  than  just  recession. 


While  the  volume  of  imported 
stainless  steel  is  not  rising,  its  share 
of  the  U.S.  market  is  soaring;  from 
10.5%  in  1974  to  18.6%  in  the  first 
eight  months  of  1975.  In  tool  steel, 
the  foreigners  now  have  30%  of  our 
market.  In  wire  rods,  two-thirds. 

Knoell  contends  that  massive  for- 
eign subsidies  are  to  blame.  He  points 
to  32  countries  whose  government- 
owned  mills  produce  44%  of  the 
world's  steel.  Countries  like  Britain, 
Japan,  France  and  even  Sweden,  he 
says,  subsidize  big  steel  losses  to  keep 
their  foreign  exchange  high  and  their 
unemployment  low.  Stainless  bars,  for 
example,  are  coming  in  for  as  little 
as  63  cents  a  pound,  half  the  U.S. 
price.  "We  face  a  never-ending,  no 
win    battle,"   says    President    Richard 


Simmons  of  Allegheny  Ludlum  Steel 
Corp.  Rather  than  match  prices,  pro- 
ducer like  Allegheny  are  dropping 
portions  of  their  stainless  lines  and 
canceling  plans  for  expansion. 

Don't  consumers,  though,  benefit 
from  the  low-cost  imports?  Some- 
times yes,  sometimes  no.  The  trouble 
is  that  when  steel  is  shoit.  as  in  L974, 
the  foreigners  cease  dumping  and  be- 
gin demanding  premium  prices.  U.S. 
Steel  claims  1974's  steel  shortage  cost 
U.S.  buyers  an  extra  $1.6  billion  in 
premiums  to  overseas  producers, 
more  than  wiping  out  the  cost  s 
ings  of  the  last  ten  years. 

Will    Washington    back    tin      I    S 
steelmen?    Straw    in    the    wind:    The 
U.S.  International  Trade  Commission 

last  month  dismissed  similar  pleas 
from  the  steel  fastener  induftr) 

The   steelmen   have  a   i.im.   but   the 
U.S.    Government    must    considei     the 

overall  trade  picture   \\ line  a  restrii 

tion  on  our  part  can  e.isiK  be  matched 
b\  another  COUntry'l  icslm  lion     ■ 
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Even  if  you're  covered  for  catastrophes 

like  this... are  you  covered  for  all  the  business 

you'd  lose  not  operating? 
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Unfortunately,  many  companies  today  are  under-insured  for  property  damage.  But  even 
if  they  have  adequate  property  coverage,  they  tend  to  overlook  the  necessity  of  Business 
Interruption  Insurance.  Coverage  that  insures  you  for  the  business  you'd  lose  while  not 
operating,  often  a  greater  loss  than  the  property  damage  itself. 

As  one  of  the  world's  leading  insurance  brokers,  Alexander  &  Alexander  would  not  only 
make  sure  you  have  this  vital  coverage — we'd  do  a  lot  more. 

First,  we'd  go  through  your  company  very  carefully,  very  thoroughly.  We  may 
recommend  important  loss  control  measures  that  could  make  your  company  a  safer  risk  and, 
quite  possibly,  reduce  your  premiums.  At  the  same  time,  we'd  be  helping  to  prevent  a 
catastrophe  from  ever  happening  in  the  first  place. 

If  your  insurance  broker  isn't  helping  you  stay  in  business,  maybe  you've  outgrown  him. 
And  maybe  you  should  talk  to  us. 

Alexander  &  Alexander  Inc.,  Information  Services,  Dept.  B,  1185  Avenue  of  the 
Americas,  New  York,  N.Y.  10036.    m  I^^^^^J^— 
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Into  The  Wild  Blue  Yonder 

You'll  never  guess  what  is  flying  high 

in  this  inflation-racked,  recession-ridden  economy. 

It's  the  $1-billion  light  plane  business. 


From  the  day  the  first  caveman 
jumped  to  his  death  flapping  his 
arms,  man  has  wanted  to  fly.  If  you 
doubt  that,  just  wander  into  a  Wilson 
Hopkins  flight  course  any  Tuesday 
night  at  Westport,  Conn.'s  Staples 
High  School.  Get  there  by  7:30.  If 
you  arrive  late,  you  won't  get  a  seat. 

"I'm  impressed  by  the  way  adults 
are  going  at  it  these  days,"  says  Hop- 
kins, who  normally  teaches  60  to  100 
high  school  students  to  fly  each  year 

I  only  a  few  adults.  This  year,  he's 
teaching  30  adults. 

And  what's  true  in  Westport  is  also 
true  all  around  the  country— and  the 
world  for  that   matter.   Jim   Ueltschi, 

e  president  of  Flight  Safety  Inter- 
national, says  the^-public  company  is 
flying  double  the  number  of  instruc- 
tional hours  as  three  years  ago.  The 
National  Air  College  in  San  Diego,  is 
beginning  to  screen  students  seriously 
because  of  the  heavy  demand  for  its 
25  training  plane  j. 

As  a  whole,  the  light  plane  indus- 
try is  enjoying  its  fourth  straight  solid 
year,  despite  recession,  inflation  and 
the  high  cost  of  flying  ($20  to  $100 
an  hour  for  a  light  plane).  This  year 
the  industry's  15  or  so  makers  will  de- 
liver 14,200  planes  for  a  record  $1  bil- 
lion, compared  with  only  9,775  and 
$557  million  in  1972. 

Virtually  every  company  is  cashing 
in.  Cessna  Aircraft  Co.,  the  leader 
with  54%  of  the  light  market,  may  see 
its  net  profits  climb  30%,  to  $3  a  share 
in  fiscal  1976,  on  a  15%  sales  increase 
to  $565  million.  Its  Wichita,  Kan. 
neighbor,  archrival  Beech  Aircraft 
Corp.,  posted  a  25%  earnings  increase 
in  fiscal  1975  ended  Sept.  30  and 
should  make  a  similar  advance  this 
year.    Even   once    near-defunct    com- 


panies such  as  Bangor  Punta's  Piper 
Aircraft  and  Republic  Steel  Corp.'s 
Mooney  Aircraft  Corp.  are  prospering^. 

And  the  skies  ahead  look  'clear. 
Cessna's  chief  executive,  Russell  W. 
Meyer  Jr.,  says:  "We're  forecasting  a 
solid  6%  to  8%  growth  in  units  alone 
for  the  next  several  years." 

Why  the  upsurge?  Besides  the  ba- 
sic urge  to  fly,  there  are  two  out- 
standing factors.  First,  increasing  af- 
fluence in  other  countries  has  helped 
sales.  Some  of  the  planes  are  for  busi- 
ness; the  rest  are  for  status.  After  all, 
when  any  peasant  can  own  a  car, 
having  your  own  plane  takes  on  add- 
ed luster.  "In  the  Middle  East  and 
Africa,"  says  Beech's  marketing  vice 
president,  Roy  McGregor,  "small  planes 
are  selling  like  hot  cakes."  McGreg- 
or figures  that  the  overseas  market 
now  accounts  for  35%  of  Beech's  rev- 
enues, compared  with  25%  only  three 
years  ago.  The  men  at  Gates  Lear- 
jet  tell  the  same  story.  They  now  sell 
half  their  $l-million-plus  priced  jets 
to  foreigners. 

An  even  bigger  factor  is  sales  to 
U.S.  businessmen,  including  many 
small  operators.  "More  than  80%  of 
our  sales  are  for  business  use,"  says 
Cessna's  Meyer.  "The  Sunday-only  fly- 
er doesn't  butter  our  bread  anymore." 

The  shift  is  an  outgrowth  of  the 
energy  crisis,  which  has  tripled  the 
price  of  jet  fuel  since  1973.  The  com- 
mercial airlines  had  little  choice. 
They  had  to  eliminate  hundreds  of 
marginal  flights.  Today  the  airlines 
serve  only  about  475  of  the  nation's 


From  da  Vinci  to  Clyde  Cessna's 
"Silver  Wings"  to  today's  pilots, 
man  has  always  wanted  to  fly. 


13,100  airports,  and  70%  of  their  traf- 
fic is  to  a  mere  30  airports. 

Alfred  Bogen  Jr.,  vice  president  of 
First  Mississippi  Corp.,  says  that  the 
advantages  of  a  10%  investment  tax 
credit  and  business  write-offs  on  a  new 
twin-engine  plane  were  good  enough 
for  him  to  switch  from  land  travel  to 
flying  when  visiting  company  plants. 
There  are  thousands  of  executives 
like  Bogen  all  across  the  country. 

Increasing  overseas  affluence  and 
depleted  commercial  flight  schedules 
should  insure  a  growing  demand  for 
light  planes  in  the  foreseeable  future. 
However,  that  demand  may  not  auto- 
matically mean  increased  profits  for 
all  the  light  plane  makers.  There  are 
indications  that  competition  is  heat- 
ing up  as  fast  as  a  Piper  Cub  engine  in 
the  Sahara.  Executive  jet  makers  like 
Cessna  are  moving  into  twin-engine 
turboprops.  Lockheed  is  bringing  out 
a  new  model  Jet  Star. 

Blowing  In  The  Wind 

There's  another  worrisome  wind 
ablowing.  The  FAA  is  making  noises 
about  restricting  the  small  plane  fly- 
ers who  are  disrupting  main  clogged 
airports.  The  FAA  may  require  tight- 
er air  control  of  light  planes  and  the 
use  of  more  costly  avionics  gear. 

Seeing  those  danger  signs  and  re- 
membering the  past  when  the  slight- 
est downdraft  used  to  send  industry 
sales  into  a  tailspin,  some  in  the  in- 
dustry wonder  how  long  the  light 
plane  boom  can  last. 

"I'm  surprised  as  hell  that  we've 
held  on  as  well  as  we  have  during 
the  recession,"  says  Flight  Safety's 
Ueltschi.  "Sometimes  the  whole  thing 
has  the  feeling  of  a  last  fling  about  it." 

"No  way  a  last  fling,"  counters  Fly- 
ing magazine's  editor-publisher  Rob- 
ert B.  Parke,  who  reflects  the  indus- 
try's optimism.  "The  old  playboy  fly- 
boy  is  dead.  General  aviation  is  going 
to  be  serious  enough,  and  strong 
enough,  to  keep  up  this  momentum." 

Past  booms  in  general  aviation  have 
faded,  but  this  amazing  one  just  could 
be  different.  ■ 
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The  railroad  that  helped  bring  the  world's 
biggest  room  to  New  Orleans  also  helped 
bring  Goony  Golf  to  El  Paso. 


Southern  Railway  helped  bring  some  pretty  impor- 
tant parts  of  the  gigantic  Superdome  in  New  Orleans, 
the  new  home  of  professional  sports  there. 

But  we  afso  helped  bring  some  pretty  important 
parts  of  the  Goony  Golf  miniature  golf  course  in 
El  Paso,  Texas. 

In  fact,  railroads  carry  more  freight  than  all  the 
trucks,  airplanes  and  barges  combined. 

It's  because  the  railroad  is  still  the  best  way  to 
transfer  goods  across  country.  It's  the  most  efficient 
user  of  fuel.  It's  the  most  economical. 


And,  whetheryourshipment  is  destined  to  help 
build  a  place  for  80,000  people  to  watch  professional 
sports,  or  a  place  for  a  few  hundred  amateurs  to  try 
their  hand,  it'll  get  the  same  careful  attention  on  the 
Southern.  Because  we  want  to  help  you  to  squeeze  the 
waste  out  of  distribution. 

Southern  Railway  System,  Washington,  D.C. 
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THE  RAILWAY  SYSTEM  THAT  GIVES  A  GREEN  LIGHT  TO  INNOVATIONS 


t's  what  the  Corporate  Truste 


It  is  usually  very  expensive— and  sometimes 
impossible— to  modify  an  indenture  after  the 
closing. 

So  it  is  often  before  this  point  that  the  profession- 
alism of  the  trustee  proves  the  most  useful. 

The  experienced  trustee  reviews  aH  provisions 
of  the  indenture  so  that,  over  the  years,  there  will  be 
little  misunderstanding  as  to  their  intent  and 
meaning. 

(For  instance,  when  a  sinking  fund  to  retire 
securities  is  provided,  the  indenture  must  clearly 
state  what  the  corporation  may  do  to  satisfy  it 
under  all  possible  circumstances.) 


The  sophisticated  trustee  who  knows  the 
field  of  debt  financing  as  well  as  the  issuing  com- 
pany's intent  can  spot  potential  administrative 
problems  while  the  indenture  is  still  in  draft 
form. 

That  is  why  Bankers  Trust  maintains  a  perma- 
nent staff  of  account  officers  who  are  assigned  ful 
responsibility  for  a  trust  account.  Each  of  these 
officers  is  highly  trained  in  all  aspects  of  indenture 
administration. 

(The  account  officer  you  talk  to  today  will  be  tl* 
account  officer  you  talk  to  tomorrow.  In  fact,  we 
send  our  Corporate  Trust  people  "on  the  road"  to 


trusl  Compony 


foesrft  notice  that  can  hurt  you. 


earn  the  needs  and  aims  of  the  companies  we 
serve  so  that  we  can  tailor  our  efforts  to  your 
situation.)  v 

We  are  trustee  for  debt  issues  of  a  wide  range 
of  diverse  corporations,  both  foreign  and  domes- 
tic; as  well  as  paying  agent  and  registrar.  We  act 
also  as  paying  or  fiscal  agent  for  many  govern- 
ment units  including  states,  state  authorities  and 
municipalities  (and  foreign  issuers). 

We  are  heavily  involved  as  a  trustee  in  the  still 
developing  field  of  leveraged  leasing.  We  have 
also  been  involved  directly  in  such  matters  as  the 
development  of  the  fully  registered  bond,  the  stan 


dardization  of  the  debt  certificate  format  and  the 
standardized  coupon  envelope 

(The  definitive  book  in  this  field,  "Corporate 
Trust  Administration  and  Management,"  was  writ- 
ten by  the  head  of  our  Corporate  Trust  Division.  He 
is  often  consulted  by  both  government  and  private 
organizations.) 

While  any  reasonably  aualified  trustee  can 
administer  the  average  indenture,  it  takes  profes- 
sionalism to  do  the  indenture  trustee's  job  when 
problems  arise. 

Moreover,  professional  administration  may 
help  prevent  problems  from  arising. 


Bankers  Trust  Company  Q 


They  love  a  good  fight. 

Against  things  like  litter.  Or  for  safer  streets. 

That's  why  you'll  find  them  fighting  for  what  they  believe  in.  Whether  it's 
a  town  clean-up,  writing  their  congressman  for  cleaner  rivers,  or  working  for  a 
new  industrial  park  that'll  be  good  for  their  community. 

They're  Psychology  Today  readers.  And  they're  the  kind  of  people  who  get 
things  done  today,  instead  of  only  dreaming  about  them.They  know  what  they  want 
in  life  and  go  after  it.  For  themselves,  their  families,  and  their  communities. 

Our  readers  have  this  philosophy  about  life  because  they  realize  the  more 
they  know  about  themselves,  the  more  they  can  get  out  of  life. 

And  they  read  PT  because  it's  a  magazine  that  helps  explain  what  makes 
people  tick.  It  helps  make  people  more  aware  of  themselves,  and  their  priorities  in  life. 

Self-knowledge  leads  to  self-confidence. 

Our  4/2  million  readers  don't  wait  for  things  to  happen,  they  make  them 
happen.  Today,  not  tomorrow. 

They  plan  for  the  future.  And  they're  secure  about  it. 

But  today  is  where  they  live. 

PT  readers  live  their  dreams  today,  not  tomorrow. 
Psychology  Today 

A  Ziff-Davis  Publication 


The  Money  Men 


Wisdom  vs.  Brilliance 


It  used  to  be  money  manager  vs. 
money  manager  in  a  race  over  who 
could  compile  the  higher  score.  To- 
day it's  more  likely  to  be  money  man- 
ager vs.  random  walk,  for  skepti- 
cism is  growing  over  the  ability  of 
even  the  best  money  managers  con- 
sistently to  outperform  the  market. 

Peter  H.  Vermilye,  a  gruff,  terse, 
55-year-old  Princeton  graduate,  is  one 
of  the  nation's  most  respected  pen- 
sion fund  managers.  His  own  record 
shows  that  superior  money  manage- 
ment can  outperform  the  averages. 
Yet  he  partly  accepts  random  walk— 
the  theory  that  randomly  selected 
stocks  will  perform  as  well  as  a  profes- 
sionally managed  portfolio. 

"The  average  money  manager,"  Ver- 
milye says,  "is  worthless." 

If  this  sounds  arrogant,  look  at  Ver- 
milye's  record.  Because  he  does  not 
run  publicly  visible  funds,  you  can't 
compare  his  performance  with  that  of 
mutual  funds.  But  by  the  testimony 
of  his  peers,  his  credentials  are  im- 
peccable. In  his  early  40s  he  headed 
Morgan  Guaranty's  $5-billion  pen- 
sion fund  operation.  He  left  for  the 
No.  Two  job  at  Boston's  prestigious 
State  Street  Research  and  Manage- 
ment Co.  When  Donaldson,  Lufkin  & 
Jenrette  bought  an  investment  man- 
agement outfit  in  1969,  Chairman 
Richard  H.  Jenrette  says  they  were 
"looking  for  the  best  man  in  the  busi- 
ness. That  was  Peter,  naturally." 

The  available  figures  never  show 
sensational  performance  in  any  one 
year,  but  over  five-year  and  longer 
periods  Vermilye's  operations  rank 
with  the  best  of  the  major  pension 
managers.  Vermilye  is  consistent,  and 
that,  as  investors  have  learned  pain- 
fully, beats  one-shot  performance. 

Because  of  the  new  law  separating 
brokerage  from  money  management, 
DLJ  has  recently  sold  Alliance  Capi- 
tal to  Boston's  Wellington  Manage- 
ment, andvVermilye  is  going  along  to 
become  chief  investment  officer. 

Vermilye's  investment  philosophy 
can  be  expressed  in  a  simple  phrase: 
Anticipate  change  and  move  with  it. 
The  key  word  is  "change." 

"The  more  an  investor  follows  cur- 
rent stock  fads,  the  more  he  follows 
conventional,  views  and  relies  on 
charts,  the  more  his  results  will  move 
toward  random  walk,"  Vermilye  told 
Forbes.  His  point  is  that  current 
stock  prices  already  reflect  these  fads 
and  these  chart  formations.  The  only 
way  to  beat  the  averages  is  to  ignore 
what  others   are   doing  and  look  for 


situations  that  are  about  to  change 
for  the  better.  Buy  them  before  the 
other  fellow  does  and  sell  them  to 
him  when  the  news  gets  out. 

If  all  this  sounds  trite,  we  hasten  to 
add  that  Vermilye's  reputation  rests 
on  his  performance,  not  on  his  bril- 
liance as  an  original  thinker.  In  a 
sense,  Vermilye  is  not  a  money  man- 
ager at  all.  He  prefers  to  think  of  him- 
self as  a  football  coach,  picking  his 
players,  inspiring  them  and  coordinat- 
ing their  plays.  At  Alliance  Capital 
his  team  consists  of  50  professionals. 
If  they  pick  well,  he  rewards  them. 
If  they  pick  badly,  he  fires  them. 
Again,  his  accomplishment  lies  not  in 
the  concept  but  in  the  execution. 

Vermilye  does  not  lack  for  self-con- 
fidence, but  he  talks  about  his  abili- 
ties in  a  quiet,  inoffensive  way.  He 
says  he  learned  his  trade  at  the  Mor- 
gan bank  from  old-timers  who  took 
the  long  view  and  would  not  allow 
themselves  to  be  carried  away  by  the 
fads  of  the  moment— growth  stocks, 
consumer   stocks   or  what  have   you. 

While  he  is  a  rough  critic  of  his 
players,  Vermilye  is  not  terribly  hard 
on  a  member  of  his  team  who  hap- 
pens to  miss  a  good  buy.  He  is  much 
tougher  about  actual  mistakes  that 
can  lead  to  loss  of  capital.  He  is  old 
enough  and  shrewd  enough  to  under- 
stand that  preservation  of  capital 
comes  before  its  enhancement;  with- 
out the  former  you  can't  possibly 
have  the  latter.  He  sets  three  simple 
basic  rules  for  his  money  managers: 

Triad 

1)  Anticipate  when  fundamental 
economic  change  will  occur,  such  as 
the  trebling  of  the  price  of  oil. 

2)  When  you  move,  stick  to  strong, 
dominant  companies,  not  to  cats  and 
dogs  that  may  seem  to  offer  a  better 
promise  of  gains. 

3)  Be  constantly  alert  for  situa- 
tions that  are,  temporarily,  under-  or 
overvalued  by  the  market. 

His  team's  biggest  dollar  gains  from 
acting  ahead  of  the  pack  came  in 
early  1972.  In  response  to  the  first 
devaluation  of  the  dollar,  Alliance  de- 
creased its  percentage  of  quality 
growth  stocks  and  increased  its  hold- 
ings of  basic  industrials.  It  correctly 
foresaw  that  devaluation  would  im- 
prove the  ability  of  cyclical  indus- 
tries, such  as  forest  products  and  met- 
als, to  compete  in  world  markets. 

Another  big  gain  came  in  response 
to  the  energy  crisis  following  the 
Arab    oil    boycott.    Starting    in    late 


Peter  H.  Vermilye 

1973,  Alliance  began  buying  coal 
stocks  when  these  were  still  con- 
sidered only  marginal  as  institutional 
investments.  The  team  reduced  its 
coal  holdings  in  the  first  six  months 
of  1975  as  others  bought  in. 

In  cutting  back  on  his  coal  stocks 
this  year,  Vermilye's  team  was  execut- 
ing his  third  rule:  React  promptly  to 
relative  under-  and  overvaluation. 
The  coal  stocks,  from  being  behind 
the  market,  had  gotten  ahead  of  it. 

One  of  the  things  that  separates 
men  like  Vermilye  from  some  of  the 
boys  who  flourished  briefly  during  the 
go-go  years  is  that  Vermilye  doesn't 
allow  his  managers  to  go  overboard. 
The  chance  of  being  wrong,  he  in- 
cessantly preaches,  hangs  like  the 
sword  of  Damocles  over  every  invest- 
ment decision.  Therefore,  diversify,  he 
insists.  You  know  that  a  trebling  in 
the  price  of  oil  will  make  a  big  im- 
pact, but  you  can't  be  certain  where, 
when  or  how.  He  points  as  an  ex- 
ample of  his  fallibility  to  Alliance 
Capital's  bullish  stance  on  the  air- 
lines when  the  wide-bodied  jets  came 
in.  Change  they  certainly  represented 
—but  to  overcapacity  and  red  ink. 

We  asked  Peter  Vermilye  to  be 
more  specific  on  what  kind  of  change 
his  men  look  for.  He  obliged. 

Example  One:  Both  the  Federal 
Trade  Commission  and  Justice  De- 
partment are  attacking  drug  pricing, 
which  has  prevented  drug  chains 
from  passing  on  the  benefits  of  their 
mass  buying  power  to  consumers.  If 
the  restrictions  are  taken  off,  will  the 
drug  chains'  business  benefit?  Or  will 
prices  drop  so  low  that  all  the  prof- 
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600,000  Shares 


Super  Valu  Stores,  Inc. 


Common  Stock 


Price  $  24  Per  Share 


Upon  request,  a  copy  ol  the  Prospectus  describing  these  securities  and  the  business  ol  the 
Company  may  be  obtained  within  any  State  from  any  Underwriter  who  may  legally 
distribute  it  within  such  State.  The  securities  are  offered  only  by  means  ol  the  Prospectus, 
and  this  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  any  offer  to  buy. 


Goldman,  Sachs  &  Co. 
Dain,  Kalman  &  Quail 

Incorporated 


Paine,  Webber,  Jackson  &  Cnrtis 

Incorporated 

Piper,  Jaffray  &  Hopwood 

Incorporated 


Blyth  Eastman  Dillon  &  Co. 

Incorporated 

Halsey,  Stuart  &  Co.  Inc. 

Affiliate  of  Bache  &  Co.  Incorporated 

Kidder,  Peabody  &  Co.  Kuhn,  Loeb  &  Co. 

Incorporated 

Lehman  Brothers 

Incorporated 

Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

Smith,  Barney  &  Co.  Wertheim  &  Co.,  Inc. 

Incorporated 

Dean  Witter  &  Co.        Shearson  Hayden  Stone  Inc 

Incorporated 
November  26,  1975 


Drexel  Burnham  &  Co. 

Incorporated 

E.  F.  Hutton  &  Company  Inc. 

Lazard  Freres  &  Co. 

Loeb,  Rhoades  &  Co. 

Reynolds  Securities  Inc. 

White,  Weld  &  Co. 

Incorporated 

J.  C.  Bradford  &  Co. 

Incorporated 


'Feisty . . .  deep-reaching  ...  a 

highly  diverting  account  off 

one  free  spirit's  reactions  to 

great  and  small  happenings." 

Saturday  Review 


Fact  &  Comment  by  Malcolm  S.  Forbes. 

295  pages  in  a  handsomely  bound  hardcover  edition.  Send  check 

for  $7.95  to  Forbes  Inc.,  60  Fifth  Avenue,  New  York,  N.Y.  1001 1 

(New  York  State  residents,  add  4%-8%  for  sales  tax;  New  York  City,  8%) 


The  Money  Men 


it  will  be  squeezed  out  of  the  in- 
creased business? 

Example  Two:  Utility  fuel  prices 
are  steadying,  interest  costs  stabiliz- 
ing, rate  increases  coming  faster. 

Is  this  a  change  for  the  better  for 
utilities?  Yes,  but  Vermilye's  boys 
don't  yet  see  a  buy  signal.  If  it  is 
yield  they  are  after,  they  can  do  al- 
most as  well  with  less  risk  in  bonds. 
Sure,  utilities  are  cheap  and,  sure, 
their  prospects  are  improved,  but  rel- 
atively speaking,  there  are  other  in- 
dustries with  cheap  stock  prices  that 
have  better  growth  potential.  "We 
have  a  limited  amount  of  money  to 
invest  in  equities,"  he  says.  "It  must 
be  concentrated  in  the  50  or  100 
stocks  that  are  today's  best  invest- 
ments—not tomorrow's  or  yesterday's. 

On  entering  a  fresh  industry,  Ver- 
milye's team  buys  quality,  not  just  the 
biggest  company.  In  paper,  it  picked 
Union  Camp  over  much  bigger  com- 
panies because  of  its  management.  In 
chemicals  the  team  picked  Dow,  dis- 
liking du  Pont's  overexposure  in  tex- 
tile fibers. 

Alliance  has  kept  out  of  the  cur- 
rent debate  on  basic  industry  stocks 
vs.  growth  stocks:  It  owns  both.  It 
continues  to  hold  McDonald's  and  Ko- 
dak and  Eli  Lilly;  it  cut  way  back 
on  Xerox  for  U.S.  Steel. 

Unlike  his  former  colleagues  at 
Morgan  Guaranty,  Vermilye  wasn't 
caught  badly  in  the  high  P/E  growth- 
stock  trap  in  the  Seventies'  slump.  No 
Avon  Products  for  him.  Vermilye  was 
too  much  a  fundamentalist  for  that. 

Brilliance  Is  Dangerous 

"Because  the  old  truths  are  old  and 
well-known  doesn't  make  them  less 
valuable  or  less  true,"  Vermilye  says. 
"In  the  end,  wisdom  matters  more 
than  brilliance  in  money  management. 
It's  surprising  how  many  brilliant  peo- 
ple make  bad  judgments— and  not 
just  in  investing.  You  often  find  that 
Phi  Betas  are  poor  listeners  and  be- 
come overwhelmed  by  the  desire  for 
power  and  take  speculative  chances 
to  prove  how  superior  they  are. 

"Wisdom,  in  contrast  to  brilliance, 
means  listening,  weighing  the  evi- 
dence and  the  risks.  The  wise  man 
realizes  he  needs  a  good  plan  ol  bal 
ance  and  diversification;  the  brilliant 
man  too  often  thinks  his  superiority 
entitles  him  to  take  chances  that  don't 
really  make  sense." 

Basically,  then,  there  are  no  "se- 
crets" to  Vermilye's  success.  Just  com- 
mon  sense,   applied   in  a  disciplines! 
way.  That's  not  a  bad  recipe  for  sne 
cess:  disciplined  common  sense.   ■ 
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The  Funds 


How  To  Choose  A  Money  Market  Fund 


When  the  pioneering  Reserve  Fund 
first  sold  its  shares  to  the  public  three 
years  ago,  it  had  assets  of  only 
$300,000.  It  now  has  $390  million. 
Reserve  really  started  something. 
There  are  now  37  money  market 
funds,  with  over  $3.6  billion  in  in- 
vestors' money.  Six  more  are  coming. 

These  funds  have  been  successful 
because  they  offer  a  good  service.  In 
effect,  they  invest  wholesale  and  sell 
their  shares  retail.  Thus  smaller  inves- 
tors can  avail  themselves  of  the  gen- 
erally higher  interest  rates  associated 
with  high-denomination  money  mar- 
ket instruments  like  Treasury  bills, 
bankers'  acceptances  and  certificates 
of  deposit.  They  can  do  so,  moreover, 
without  sacrificing  portfolio  diversifi- 
cation, without  having  to  put  all  their 
chips  in  one  basket.  At  the  same  time, 
the  funds  offer  virtually  complete 
liquidity,  with  modest  management 
expenses  of  normally  between  50  cents 
and  $1  per  $100.  Very  few  charge 
load  fees. 

But  with  the  industry's  success 
comes  a  problem  for  investors:  How 
are  they  to  choose  among  the  many 
funds  now  available? 

Suppose,  for  example,  you  want 
the  highest  possible  yield.  The  sad 
fact  is  that,  as  things  now  stand, 
there  is  no  uniform  method  for  com- 
puting and  reporting  yields. 

For  example,  Forbes  recently 
asked  for  Oct.  29  yields  from  three 
big  funds  with  generally  similar  port- 
folios. Money  Market  Management 
reported  5.95%.  Fidelity  Daily  Income 


Trust  reported  8.76%.  Dreyfus  Liquid 
Assets  reported  6.24%. 

Most  of  the  difference  is  explained 
by  how  each  fund  computes  its  yield. 
Money  Market  Management  values 
its  portfolio  at  cost,  rather  than  chang- 
ing the  value  as  prices  fluctuate.  And 
it  holds  net  asset  values  constant,  too 
(at  $1  per  share).  So,  its  yields  rise 
and  fall,  but  its  share  price  does  not. 

Fidelity  also  keeps  its  net  asset 
values  constant  at  $1.  But  unlike 
Money  Market  Management,  Fidelity 
revalues  its  portfolio  each  day  to  re- 
flect new  market  values— the  so-called 
"marking-to-market"  method.  Each 
day  Fidelity  computes  a  "pure  inter- 
est" yield,  much  as  does  M MM— that 
is,  the  interest  income  earned  by  the 
portfolio  that  day.  But  then  Fidelity 
marks  the  portfolio  to  market  and 
figures  the  per-share  capital  apprecia- 
tion or  depreciation.  It  adds  that  to 
(or  subtracts  that  from)  the  pure 
interest  yield  in  order  to  arrive  at  an 
"actual"  yield. 

Here's  a  hypothetical  example.  A 
fund  like  MMM  makes  $5  in  interest 
on  its  $100  portfolio.  It  reports  a  5% 
yield.  But  a  fund  like  Fidelity  Daily 
working  with  the  same  5%  "yield," 
then  adds  or  subtracts  the  price 
change  in  its  portfolio.  Say  the  port- 
folio value  dropped  1%.  Fidelity's  "ac- 
tual" yield  is  4%. 

Had  Fidelity  computed  its  Oct.  29 
yield  as  done  by  Money  Market  Man- 
agement, its  reported  yield  would 
have  been  6.21%,  not  8.76%. 

Still  a  third  method  is  that  of  Drey- 


fus Liquid  Assets.  Like  Fidelity,  Drey- 
fus marks  its  portfolio  to  market.  But 
Dreyfus  reflects  the  market  fluctua- 
tion in  the  price  of  its  par  shares,  not 
in  its  reported  yield.  As  the  table  be- 
low shows,  Dreyfus  now  sells  for 
$10.01  per  share.  Two  months  ago, 
its  shares  sold  for  $9.98. 

Which  is  the  better  deal? 

The  fact  is,  there  is  no  great  varia- 
tion between  particular  funds'  long- 
term  yields  when  computed  on  a  com- 
parable basis.  Money  fund  tracker 
Daniel  Butler  computes  "actual 
yields"  or  "total  returns"  for  the  funds, 
based  upon  dividends  paid,  and  ad- 
justed for  changes  in  their  asset  val- 
ues. We  have  included  his  results  in 
the  table  below. 

But  yields  are  only  one  criterion 
for  judging  a  fund.  Just  as  stock  mu- 
utal  funds  invest  in  different  kinds  of 
equities,  so  money  market  funds  pur- 
chase different  types  of  money  mar- 
ket paper. 

The  safest  debt  is  Federal  Govern- 
ment obligations,  especially  short- 
term  Treasury  bills.  "It  depends  on 
what  you  think  will  happen,"  coun- 
sels Henry  Brown,  co-founder  of  Re- 
serve Fund.  "If  I  were  scared  of  every- 
thing that's  happening  in  the  coun- 
try, I'd  want  to  be  in  Treasury  bills 
and  nothing  else.  But  if  I  were  a  pru- 
dent investor,  I'd  look  for  the  least 
risk  with  the  most  diversification." 

Look  again  at  the  table,  and  you'll 
see  that  most  fund  managers  feel  like 
Brown:  Most  funds  have  the  majority 
of  their  assets  invested  in  middle- 
risk  bank  debt,  primarily  bank  cer- 
tificates of  deposit.   Most  funds  pur- 


THE  BIG  TEN  MONEY 

MARKET  FUNE 

Assets 

)S 

Actual 

Yields, 

January  thru 

October, 

1975* 

Portfolio 

Valuation 

Method 

Net  Asset 
Values  at 
11-28-75 
(Fluctuat- 
ing or 
Constant) 

Average 

Portfolio 

Maturity 

at  11-28-75 

(Days) 

Percent 

of  Investrr 

Nov.  28, 

1975 
(millions) 

Change, 

January  thru 

November, 

1975 

% 

t 
Govern- 
ments 

Banks** 

Commer- 
cial 
Paper 

Capital  Preservation 
Dreyfus  Liquid  Assets 
Edie  Ready  Assetst 
Fidelity  Daily  Income  Trust* 
Money  Market  Management 

$  53.0 

850.5 

92.5 

718.6 

381.1 

99% 
24 

NR 
44 
41 

5.73% 

6.51 

5.83 

7.11 

6.18 

Cost 
Market 
Market 
Market* 

Cost 

$94.50  (F) 

10.01  (F) 

1.00(F) 

1.00(C) 

1.00(C) 

247 

121 

107 

88 

59 

100% 
18 
29 
39 

79 

68 

55 

100 

3 
3 
6 

Oppenheimer  Monetary  Bridge 
Reserve  Fund   . 
Scudder  Managed  Reserves 
Temporary  Investment  Fund 
White  Weld  Money  Mkt.  Fund 

80.5 
390.0 
340.5 
274.2 
146.3 

92 

—11% 

106 

46 
2,338 

6.78 
6.62 
6.87 
6.04 
6.03 

Market 
Market 
Market 
Market 
Market 

1.00(F) 
1.00(F) 
10.04  (F) 
1.00(F) 
1.00(F) 

80 
28 
87 
39 

44 

12 
2 
44 
20 
18 

83 
98 

14 
20 
50 

5 

42 
60 
32 

•Yields  ore  annualized,  but  not  compounded.  Source:  Butler's  Money  Fund  Report,  Wallingford,  Pa.  **  Inc 
banker's  acceptances,  repurchase  agreements.  fYield  computed  from  2-18-75,  when  fund  began:  Yield  d< 
does  not  include  $2.50  monthly  account  charge.  NR-Not  relevant. 

ludes  certificates  of  de 
Des  not  include  sales  cl 

Dosit,  letters  of  credit, 
large  of  0.8%.  JYield 
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chase  their  CDs  from  a  large  number 
of  banks  around  the  country,  though 
some  are  more  heavily  involved  with 

w  York  City  banks.  Some  20%  to 
25%  of  Reserve  Fund's  and  Money 
Market  Management's  CDs  are  those 
of  New  York  banks;  Scudder  Man- 
aged Reserves,  by  contrast,  now  has 
no  New  York  bank  CDs  in  its  $341- 
million  portfolio. 

Generally,  the  shorter  a  fund's 
a\  erage  maturity,  the  less  risky  the 
fund  is,  since  a  short  maturity  in- 
sulates investors  against  sharp  move- 
ments in  interest  rates.  Longer  ma- 
turities are  more  risky,  but  yields 
associated  with  such  portfolios  will 
likely  be  somewhat  higher. 

While  it  is  true  that  the  money 
market    funds    can    often    earn    more 


than  regular  savings  accounts,  few 
can  promise  the  7.5%  or  so  currently 
available  from  six-year  term  deposit 
bank  accounts— with  both  principal 
and  yield  guaranteed.  For  those  rea- 
sons, the  honest  fund  manager  will 
not  encourage  long-term  savings  to 
be  placed  with  a  money  market  fund. 
The  funds  are  really  for  short-term 
money.  "I  know  I'm  speaking  against 
myself,"  says  Reserve  Fund's  Harry 
Rrown,  "but  I  don't  want  savings-type' 
money.  We  can't  pay  out  long-term 
savings  rates  normally;  it's  only  a  fluke 
when  we  can."  If  you're  a  long-term 
saver,  says  Brown,  stick  with  the 
banks.  A  point  to  remember. 

The  money  market  funds,  however, 
offer  some  strong  offsetting  advan- 
tages: Most  of  them  now  offer  check- 


writing  redemption  privileges— which 
means  you  can  draw  on  your  invest- 
ment without  sacrificing  interest  un- 
til the  check  actually  clears;  it  is  like 
a  high-interest  savings  account  with 
checking  privileges.  But  the  extent— if 
any— of  the  checking  function  varies; 
check  with  the  fund  before  you  in- 
vest. Most  require  a  $500  minimum 
for  each  check. 

One  warning.  Bank  accounts  are 
covered  by  Federal  deposit  insurance 
up  to  $40,000;  money  market  funds 
are  not  insured  by  anybody.  Except 
in  case  of  total  disaster,  this  is  un- 
likely to  make  a  difference.  But  it  is 
something  the  investor  should  know 
about  before  he  buys  into  a  money 
market  fund.  That's  another  point 
worth  remembering.   ■ 


Specter  At  The  Feast 

Even  with  the  highest  earnings  in  a  decade,  the  ghost  of 
Republic  Aviation  is  haunting  the  men  who  run  Grumman. 


Wilkixs  Micawbar  was  Charles 
Dickens'  unshakable  optimist  in  Da- 
vid Copperfield,  the  man  who  always 
was  sure,  however  grim  things  looked, 
that  "something  was  sure  to  turn  up." 
Long  Island-based  Grumman  Corp. 
is  a  bit  like  that  these  days. 

As  far  as  immediate  prospects  are 
concerned,  Grumman's  position  is  far 
from  grim,  thanks  in  large  part  to 
John  C.  Bierwirth,  who  came  over 
from  National  Distillers  &  Chemical 
three  years  ago  to  become  Grumman's 
vice  president  for  finance.  He  will 
succeed  retiring  Chairman  E.  Clinton 
Towl— one  of  the  company's  founders 
—in  January.  Bierwirth,  a  lawyer  and 
financial  man,  has  done  wonders  with 
Grumman's  financial  position.  It  was 
Bierwirth  who  negotiated  the  $200- 
million  loan  from  Iran's  Bank  Melli 
and  nine  American  banks  that  per- 
mitted Grumman  to  survive  a  $235- 
million  write-off  in  1971  and  1972 
because  of  cost  overruns  on  the  F-14 
fighter  plane.  He  also  settled  Grum- 
man's dispute  with  Congress  and  the 
Navy  over  those  overruns. 

By  the  end  of  1975  the  company's 
book  value  per  share  should  be  well 
over  $20— more  than  twice  what  it 
was  when  Bierwirth  joined  the  com- 
pany. Working  capital  will  probably 
double,  and  1975  will  be  the  best 
year  for  earnings  since  1966— upwards 
of  $3.50  a  share.  Beyond  that,  1976 
and  1977  are  almost  sure  to  be  good 
years.  Its  gross  this  year  should  be 
a  record  $1.3  billion. 

That's  the  good  news.  Now  for  the 
bad  news. 

The    Wall   Street    Journal   recently 


reported  that  the  Ford  Administra- 
tion had  decided  to  end  production 
next  year  on  Grumman's  E2C  warn- 
ing plane  and  its  A6E  attack  aircraft. 
These  are  both  Navy  craft,  and  the 
cutbacks  represent  a  tough  Adminis- 
tration attitude  toward  spending  by 
the  Navy,  Grumman's  largest  cus- 
tomer for  the  past  45  years. 

Right  now,  fortunately,  Grumman's 
biggest  program  is  booming.  The  F-14 
fighter  will  contribute  about  half  of 
Grumman's  revenues  this  year.  The 
trouble  is  that  Grumman  is  living 
off  its  backlog.  Present  schedules  call 
for  delivery  of  about  74  of  the  $20- 
million-a-copy  craft  through  1976, 
tapering  off  to  56  in  1978  and  24  in 
1980  and  1981. 

Termination  Problem 

After  1981?  That's  the  big  ques- 
tion. As  far  as  the  F-14  having  a  fu- 
ture after  1981,  Grumman  got  a  jolt. 
Last  month  the  Senate  voted  to  fund 
a  Navy  purchase  of  McDonnell  Doug- 
las' lightweight  F-18  fighter.  This 
means  that  the  lighter,  cheaper  Mc- 
Donnell Douglas  plane  will  probably 
edge  out  the  F-14  for  future  Navy 
orders.  That  dims  chances  for  addi- 
tional F-14  orders  after  1981. 

The  F-14  is  the  only  U.S.  plane 
able  to  carry  both  the  AWG-9  fire- 
control  system  and  the  Phoenix  mis- 
sile. With  them,  the  F-14  can  spot 
24  targets  simultaneously  and  shoot 
down  the  six  most  threatening  with 
90%  accuracy.  Without  it,  Grumman 
argues,  how  can  the  Navy  protect 
its  carriers,  valued  at  $1  billion  each? 
However,  many  defense  experts  ques- 


tion  the   F-14's  ability  to  win   close- 
in    "dogfights";    it's    not    very    agile. 

But  the  F-14's  biggest  problem  is 
its  cost:  At  $20  million  per  copy,  it 
represents  the  last  huge  step  in  the 
cost  progression  that  has  seen  the 
price  of  a  fighter  plane  double  every 
four  years  or  so  since  World  War  II, 
when  the  tab  was  $75,000.  The  Mc- 
Donnell Douglas  F-18  represented  an 
attempt  to  break  this  progression  via 
the  so-called  high/ low  approach,  in 
which  a  cheaper,  single-mission  fight- 
er would  be  introduced  to  comple- 
ment the  complex  F-14. 

Faced  with  these  setbacks,  Bier- 
wirth and  Grumman  Aerospace  Presi- 
dent George  Skurla,  are  not  just  sit- 
ting around  Micawber-like,  waiting 
for  something  to  turn  up.  They  are 
plugging  hard  for  possible  new  F-14 
orders  from  Canada,  Japan,  Australia 
or  West  Germany.  Then  there  is  talk 
of  a  new  Grumman-developed  VTOL 
( vertical-takeoff-and-landing )  aircraft 
that  the  Navy  could  use  in  place  ol 
helicopters.  And  there  are  dim  pros- 
pects for  a  Grumman  attack  version 
of  the  F-14.  These  are  definitely  long 
shots,  but  Bierwirth  is  pushing  them. 

Grumman  brass  bridles  at  the  sug- 
gestion that  Grumman  might  follow 
in  the  course  of  its  onetime  neighbor; 
Long  Island-based  Republic  Aviation, 
also  once  a  large  defense  contractor, 
Republic  was  forced  to  sell  its  operat- 
ing assets  to  Fairchild  Industries. 
Bierwirth  is  optimistic  thai  Grum- 
man will  not  meet  a  similar  fate. 
Fortunately,  he  has  at  least  two  and 
possibly  three  more  years  of  virtually 
assured  good  earnings;  by  the  end  oJ 
the  period,  Grumman  should  be  in 
gold-plated  financial  sha| 

Meanwhile,  Bierwirth  is  looking 
hard  for  new  business.  With  23,000 
Long  Island,  N.Y.  jobs  riding  on 
Grumman's  future,  he  hopes  to  get  a 
sympathetic  hearing  in  Congress.    ■ 
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Follow  your  leader 


Since  our  first  issue  in  1930, 


to  Fortune. 


the  leaders  of  America's  most  success- 
ful companies  have  been  men  who 
read  Fortune  Magazine. 

The  C.E.O.'s,  the  Presidents, 
the  Executive  Vice  Presidents  and 
the  Vice  Presidents  who  subscribe  to 
Fortune  are  a  virtual  Who's  Who  of 
American  business. 

Because  Fortune  is  virtually  a 
cram-course  in  management  think- 
ing, every  month. 

A  recent  article  entitled  "The 
Intricate  Politics  of  the  Corporation" 
describes  the  very  difficult  roles  that 
real-life  executives  have  to  play  in 
dealing  with  their  jobs  effectively. 

Then  there's  an  article  on  how 
the  Lubrizol  company  ignores  the 
usual  management  techniques,  and 
has  become  the  world's  largest  manu- 
facturer of  lubricant  additives. 

Another  article,  "The  Science 
of  Telling  Executives  How  They're 
Doing,"  is  right  down  top  manage- 
ment's alley. 

Or,  how  about  "The  New  Rich 
of  the  70's?" 

In  these  uncertain  times,  it's 
fascinating  to  see  who's 
making  it. 


We  did  a  long  article  on  Procter 
&  Gamble  that  had  more  information 
regarding  their  marketing  techniques 
than  you'd  find  in  the  average  busi- 
ness school  case  study. 

In  fact,  it's  characteristic  of 
Fortune  to  dig  deeply  for  the  facts. 

We  give  you  a  look  at  business 
and  the  economy  that  no  other  pub- 
lication even  attempts  to  match. 
Because  we're  all  alone  in  having 
the  editorial  strength,  the  time,  and 
the  resources  to  cover  a  story  in 
real  depth. 

For  example,  Fortune  called 
the  downturn  in  the  economy  long 
before  the  business  and  financial 
communities  in  general  began  to 
take  the  warning  signs  seriously. 

We  recently  did  a  piece  entitled 
"Here  Comes  the  Second  Computer 
Revolution."  The  incredible  size  and 
cost  savings  involved  are  going  to 
mean  that  microcomputers  will  be 
turning  up  in  literally  thousands  of 
unexpected  places,  like  gas  pumps, 
traffic  lights,  and  the  automobile. 

Think  of  the  markets  this  will 
mean,  possibly  for  your  company. 

Now  you  know  why  the  boss 
reads  Fortune. 


And  you  should  be  wonderin; 
why  you're  not  getting  your  own 
copy  every  month. 

With  information  like  this 
available  to  you  month  in  and 
month  out,  Fortune  can't  help  but 
make  you  a  more  knowledgeable, 
better  informed  executive. 

And  sharpen  you  up  for  the 
job  ahead  of  you. 

18  months  for  only  *I4.95. 

The  postpaid  reply  card,  or  a 
call  on  our  toll-free  number,  will 
bring  you  18  months  of  Fortune  at  ar 
exceptionally  advantageous  price. 

That,  of  course,  is  not  the 
main  reason  you  should  become  a 
regular  reader. 

But  it's  nice  to  know  that 
Fortune,  while  improving  your  lead- 
ership potential,  will  not  be  adding 
to  the  current  inflationary  trend. 

FORTUNE 

541  North  Fairbanks  Court,  Chicago,  111  606 

To  phone  in  your  subscription, 
call  toll  free  (800)  621-8302. 
In  Illinois, 
call  (800)  621-8200. 
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Faces  Behind  the  Figures 


Gum  For  Cummers 

They  said  it  couldn't  be  done.  But 
after  some  25  years  and  untold  mil- 
lions in  research  and  development 
costs,  the  William  Wrigley  Jr.  Co. 
has  come  up  with  a  new  chewing 
gum.  It  isn't  merely  a  new  flavor— like 
Zucchinifruit.  The  S272-million  com- 
pany figures  flavors  would  only  steal 
sales  from  its  old  standbys— Double- 
mint,  Spearmint  and  Juicy  Fruit.  And 
it  isn't  a  "sugar-free"  substitute.  That, 
too,  the  company  says  would  be  self- 
defeating. 

"We  think  it  fills  a  blank  in  the 
market,"  says  President  William  Wrig- 
ley, the  42-year-old  son  of  Chairman 
Philip  K.  Wrigley. 

The  product  is  Freedent.  The  mar- 
ket is  Americans  who  wear  some 
kind  of  denture,  around  30  million 
persons  at  last  count.  Here  finally  is 
a  gum  they  can  chew  and  chew  with- 
out worrying  about  its  getting  stuck 
to  their  acrylic  uppers  and  lowers— 
at  15  cents  a  pack  for  five  sticks. 

Providing  a  gum  that  a  person 
could    sink    his    false    teeth    into    has 


been  a  passion  of  the  elder  Wrigley 
since  acrylic  dentures  first  appeared 
after  World  War  II.  At  one  point, 
he  attacked  the  new  dentures  them- 
selves and  spent  millions  trying  to  in- 
vent a  suitable  replacement.  His  sub- 
stitute, however,  proved  too  costly  < 
to  produce. 

A  new  product  is  big  news  at 
Wrigley.  Over  the  past  five  years, 
Warner-Lambert's  American  Chicle 
has  cut  into  Wrigley's  once-dominant 
share  of  the  U.S.  gum  market  by  in- 
troducing a  string  of  products,  espe- 
cially pushing  its  highly  successful 
sugar-free  Trident  brand.  The  best  es- 
timate is  that  American  Chicle  and 
Chicago-based  Wrigley  are  in  a  dead 
heat,  with  each  commanding  roughly 
40%  of  the  market. 

Wrigley,  fearing  that  new  prod- 
ucts would  only  cut  into  existing  ones, 
has  been  content  to  expand  overseas, 
where  it  now  gets  about  50%  of  its 
sales  and  earnings,  up  from  22%  five 
years  ago.  Also,  Wrigley  has  raised 
prices  steadily.  A  seven-stick  packet  of 
Doublemint  costs  15  cents  now,  is. 
10  cents  a  year  and  a  half  ago. 


Wrigley  of  Wrigley 

That  hasn't  been  a  bad  strategy. 
For  example,  in  the  first  nine  months 
of  1975,  Wrigley  profits  rose  66%  on 
a  sales  increase  of  29%,  compared 
with  the  like  period  of  1974. 

No  one  knows  if  another  25  years 
will  pass  before  Wrigley  launches  its 
next  new  product.  But  it  might.  "Ba- 
sically gum  is  an  adult  pacifier,"  says 
Wrigley.  "Although  we  will  remain 
flexible,  we  would  not  be  stampeded 
into  doing  anything  simply  on  the  ba- 
sis of  a  competitor."   ■ 


Born  To  Trouble 

Jorge  and  Juan  Born  aren't  just 
close-mouthed:  They  like  to  run  their 
big  (estimated  sales:  $2  billion) 
worldwide  grain-trading  firm,  Bunge 
&  Bom  Co.,  in  complete  secrecy. 
Though  Bunge  &  Born  is  one  of  Ar- 
gentina's biggest  companies,  with 
large  land  holdings  plus  interests  in 
paint,  textiles,  feedstuffs  and  insur- 
ance, no  profile  of  substance  has  been 
written  about  the  company  in  its  91- 
year  history. 

This  year  the  cover  began  to  crack. 
First,  Jorge  and  Juan  were  kidnapped 
by  left-wing  Montoneros  guerrillas. 
The  pair  were  able  to  pay  $60  mil- 
lion in  ransom  and  were  released.  But 
that,  in  turn,  created  trouble.  Four 
alleged  employees  were  arrested  in 
March  for  trying  to  smuggle  money 
in  from  Switzerland,  and  now  the 
Argentine  government  is  looking  into 
the  company  for  the  first  time. 

On  top  of  that,  an  investigation  by 
the  U.S.  Attorney  in  New  Orleans  of 
short-weighting  in  grain  exports  has 
deeply  implicated  B&B's  U.S.  subsid- 
iary Bunge  Corp.,  which  is  owned 
through  a  Curacao-based  holding 
company.  Bunge  Corp.  and  13  em- 
ployees were  charged  with  cheating 
foreign  customers  out  of  at  least  1 
million  bushels  of  grain.  The  compa- 
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ny  has  already  been  found  guilty  and 
fined  $20,000,  on  condition  that  it 
spend  $2  million  cleaning  up  the  in- 
spection mess. 

"We  started  at  the  bottom  of  the 
grain  business  in  our  investigation," 
says  Cornelius  B.  Heusel,  the  assistant 
U.S.  Attorney  in  charge  of  the  case, 
"and  we're  going  to  push  it  as  high  as 
we  have  to."  Bunge's  Kansas  City  re- 
gional manager  and  the  former  head 
of  its  St.  Louis  and  New  Orleans  of- 
fices have  yet  to  be  tried,  and  investi- 
gators  are  looking  into  other  Bunge 


grain  elevator  operations  in  Philadel- 
phia and  Portland,  Ore. 

Bunge's  U.S.  president,  Walter  C. 
Klein,  couldn't  be  reached  for  com- 
ment; neither  could  Jorge  and  Juan. 
They  have  moved  their  families  to 
Brazil  and  are  believed  en  route  to 
Spain,  where  other  Boms  live. 

But  the  exile  may  not  last.  "I  know 
the  Boms  would  like  to  get  back  to 
Argentina  as  soon  as  possible,"  says 
one  Argentine  government  man  who 
knows  the  family.  "They  have  so 
much  to  watch  over."  ■ 

Jorge  and 
Juan  Born 
of  Bunge  &  Born 


Our  newest  invention 
will  go  unnoticed. 


It's  the  true  taste 
of  chocolate  made  entirely 
without  chocolate  (and 
without  the  vagaries  of 
today's  cocoa  market). 
From  Monsanto 
Flavor/ Essence,  Inc. 
It  means  that  now  manufacturers 
can  produce  chocolate-flavored  products 
of  all  kinds  and  maintain  a  consistent 
profit  margin.  Free  from  the  price 
fluctuations  of  real  cocoa. 

What's  more,  our  chocolate  flavor 
has  outstanding  stability  and  shelf  life. 
Materials  and  production  methods  need 
not  change.  But  the  biggest  non-change 
of  all  is  taste. 

Our  artificial  chocolate  actually  tastes 
like  the  real  thing,  and  nothing  else. 
It's  sweet  news  from  Monsanto 

the  science 
company. 

FOR  OUR  LATEST  ANNUAL  REPORT 

WRITE  F3  MONSANTO  COMPANY 

800  N.  LINDBERGH  BLVD 

ST  LOUIS,  MO.  63166 

3RLD  IN  FLORIDA  IT'S  OUR  BICENTENNIAL  SALUTE  T     ' ' 


Faces  Behind  the  Figures 


Frankly  Optimistic 

The  new  chief  executive  of  the  First 
Chicago  Corp.,  the  nation's  ninth- 
largest  bank  holding  company,  ad- 
mits to  only  one  problem— but  it's  a 
whopper.  "We've  got  $717  million 
in  REIT  outstandings,"  says  46-year- 
old  A.  (for  Alfred)  Robert  Abboud. 
That's  slightly  less  than  the  bank's 
total  capital  of  $810  million,  and 
$303  million  of  those  real  estate  in- 
\  estment  trust  loans  aren't  paying  in- 
terest or  principal. 

Rut  Abboud,  who  succeeded  the 
now  retired  Gaylord  Freeman  last 
month,  is  quick  to  add:  "After  14 
months  of  agony,  we've  finally  got  the 
problem  circumscribed." 

Abboud  notes  that  the  $18-billion 
(assets)  bank  wrote  off  $56  million 
in  bad  loans  through  September  and 
also  boosted  its  loan-loss  reserves  by 
$80  million,  to  $222  million.  Says 
Abboud:  "We  very  seldom  charge  off 
anything  that  we  don't  ultimately  get 
some  recovery  on." 

He  also  points  out  that,  unlike 
Chase  Manhattan,  Continental  Illinois 
and  others,  the  bank  is  not  saddled 
with  its  own  money-losing  REIT. 

Nor  is  First  Chicago  stuck  with 
stacks  of  New  York  City  bonds,  tank- 
er loans  or  a  host  of  other  potential 


Abboud  of  First  Chicago 


miseries  that  are  keeping  other  bank- 
ers tossing  in  their  sleep. 

The  fellows  at  Standard  &  Poor's 
tend  to  agree  with  Abboud's  assess- 
ment. They  rate  First  Chicago's  debt 
as  AAA.  Despite  heavy  loan  charge- 
offs  at  the  nine  months,  its  earnings 
were  $2.06,  up  6%  over  1974. 

Avoiding  mistakes  wasn't  easy.  As 
a  wholesale  unit  bank,  First  Chicago 
has    fewer    domestic    demand    depos- 


its (19%)  than  any  other  Top  100 
banks.  So,  to  fuel  a  fast-growing  loan 
portfolio,  it  has  had  to  rely  heavily 
on  certificates  of  deposit.  Citizens  & 
Southern  tried  lending  long  on  such 
fickle,  costly,  short-term  money  and 
got  hurt. 

"Depends  on  how  you  manage  it," 
says  Abboud.  "There's  nothing  fickle 
about  a  five-year  CD,  and  we  made 
a  major  effort  to  get  those  longer- 
term  savings  CDs." 

Abboud,  a  Roston-born  Harvard 
man  (three  degrees:  undergraduate, 
law  and  business)  who  still  talks  like 
an  ex-Marine  (Korea),  won  his  spurs 
overseas  under  mentor  Freeman  (al- 
so Harvard  law).  Now  accounting  for 
nearly  one-third  of  First  Chicago's 
deposit  base,  international  is  by  far 
its  most  profitable  and  fastest-grow- 
ing area. 

"We  decided  not  to  go  into  multi- 
bank  syndications  [like  tanker  loans] 
or  foreign  exchange  speculation,"  says 
Abboud.  "We  went  the  slower  full- 
branching  route— mainly  self-liquidat- 
ing, letter-of-credit  trade  transactions. 
Your  assets  are  constantly  running 
off,  which  is  a  handicap,  but  it's  more 
profitable  in  the  long  run."  And  also 
less  risky. 

In  short,  Abboud  can  afford  to  be 
candid  about  his  REITs.   ■ 


The  Power 
And  The  Story 

The  United  Farm  Workers  didn't 
force  mighty  Coca-Cola  to  give  Min- 
ute Maid  workers  a  new  contract,  in- 
cluding Florida's  first  pension  plan  for 
farmhands.  The  press  did. 

At  least  that's  the  view  of  Mack 
Lyons,  34,  the  UFW's  top  man  in 
Florida  The  former  Texas  cotton- 
chopper  says  he  has  seen  Coke  bow 
twice  to  public  opinion,  first  in  Janu- 
ary 1972  when  the  $2.5-billion  (sales) 
company  signed  its  initial  UFW  con- 
tract and  again  when  it  renewed  the 
contract  last  month. 

"The  first  contract  came  a  lot  easi- 
er," drawls  Lyons.  "In  1970  there  was 
an  NRC  documentary  called  'The 
Migrant,'  and  Coca-Cola  came  up  in 
it  several  times.  ...  To  clean  up  Coke's 
image,  management  agreed  to  sit 
down  and  negotiate  with  us." 

Rut  this  fall,  when  it  came  time  to 
renew,  negotiations  bogged  down.  In 
Lyons'  opinion,  Coke  management 
saw  that  the  UFW's  leadership,  head- 
ed by  Cesar  Chavez,  was  preoccupied 
with  its  battle  against  the  rival  Team- 


sters Union  in  California  and  also 
with  its  boycott  of  the  E.  &  J.  Gallo 
\\  i i  lery  (  Forbes,  Oct.  1 ) . 

"I  guess  they  felt  we  couldn't  put 
too  much  effort  into  forcing  them  to 
sign,"  says  Lyons.  "So  they  decided 
to  stall  by  demanding  a  lot  of  changes 
in  the  old  contract." 

The  company  denies  stalling. 

Whatever  the  impasse,  negotiations 
dragged  on  into  the  summer.  Rut  then 
at  the  UFW's  August  convention  in 
Fresno,  Calif.,  Lyons  was  authorized 
to  launch  a  nationwide  boycott  of 
Coca-Cola  whenever  he  saw  fit. 

With  that  threat  hanging  over 
Coke's  image,  negotiations  stepped 
up.  Though  Lyons  never  called  the 
boycott,  he  did  promote  UFW  dem- 
onstrations and  fasts  in  Florida  and 
well-publicized  sit-ins  both  in  Hous- 
ton (headquarters  of  the  foods  divi- 
sion) and  Atlanta.  As  press  coverage 
spread  nationwide,  the  head  of  Coke's 
foods  division,  Ira  C.  Herbert,  sat 
down  with  Chavez.  Three  weeks  later 
Coke  signed  another  three-year  con- 
tract, raising  Minute  Maid  employees' 
piecework  wages  5  cents  for  each  box 
of  picked  oranges   (workers  will  now 


get  between  50  cents  and  $1.10),  plus 
more  generous  medical  benefits  and 
the  first-ever  pension  plan. 

Mack  Lyons  says  the  power  of  the 
press  beat  Coca-Cola.  That's  not  quite 
accurate.  What  did  it  was  the  UFW's 
power  to  embarrass  Coke.   ■ 


Lyons  of  United  Farm  Workers 
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Mlf  every  airline's  first  class  service 
was  as  good  as  Swissair's,  I'd  never  have 
any  complaints  about  first  class  service." 


Stanley  A.  Revzin,  President 

Bristol  Electronics,  New  Bedford,  Mass 


"They  load  my  luggage  last,  unload  it 
first.  So  I  don't  have  to  wait!' 


"I  try  not  to  take  more  than  two  of 
their  chocolates!' 


"I  fly  to  Europe  on  the  average  of  6  times  a 
year.  And  I  always  fly  first  class.  So  I  know  I'll 
get  a  wider  seat,  a  good  meal,  and  free  drinks. 
But  that's  about  it.  I  guess  I've  learned  not  to 
expect  too  much  more. 

"Except  when  I  fly  Swissair.  I  get  the  feeling 
that  the  people  who  take  care  of  me  really  care. 
They  enjoy  their  work  and  they  want  me  to 
enjoy  my  flight.  So  I  always  get  more  than 
I  expect.  It's  really  not  one  particular  thing,  it's 
all  the  little  things  they  do.  Like  reserving  the 
exact  seat  I  want  on  the  plane  when  I  make  my 
reservation.  Or  loading  my  luggage  last,  so  that 
it's  unloaded  first,  and  I  don't  have  to  wait  for 
it.  Swissair  also  gives  me  a  disposable  toothbrush 
and  shaving  gear  so  I  can  freshen  up  before  I 
land.  And  I  try  hard  not  to  take  more  than  two 
of  their  tempting  chocolates  after  filling  up  on 
all  the  delicious  Swiss  food. 

"Since  I've  been  doing  business  with  the 
Swiss,  I've  come  to  realize  that  Swissair's  first 
class  service  is  typical  of  the  way  the  Swiss  treat 
their  guests.  When  you  pay  for  first  class  service  on  Swissair,  or  in  Switzer- 
land, you  always  get  your  money's  worth'.' 

At  Swissair,  we're  always  working  to  make  our  first  class  service  even 
better.  We  think  you'll  notice  the  difference  when  you  fly  to  Switzerland 
aboard  our  747s  from  New  York  or  on  our  DC-lOs  from  Boston,  Chicago, 
Toronto,  or  Montreal.  For  more  information  or  to  make  reserva-^L 
tions  call  your  TRAVEL  AGENT,  your  corporate  travel  ™ 

officer,  or  your  local  Swissair  off  ice. 


"Swissair's  first  class  service  is  typical 
of  the  way  the  Swiss  treat  their  guests!' 


SWISSAIR 
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Faces  Behind  the  Figures 


All  At  Sea 

A  BUSINESS  SCHOOL  GRADUATE   is   doing 

something  about  the  weather.  He's 
making  a  fat  buck  on  it.  Raymond 
Mayer's  Oceanroutes,  Inc.  sells  weath- 
er reports  primarily  to  the  shipping 
industry,  which  pays  up  to  S275  per 
voyage  to  be  kept  posted  on  what  the 
fastest  and  safest  route  is  from,  say, 
San  Francisco  to  Yokohama.  Seated 
in  his  sunny  Palo  Alto  headquarters 
amid  pictures  of  storms  at  sea,  the  39- 
year-old  boyish  president  says:  "A 
thousand  of  the  worlds  biggest  ships 
depend  on  our  dinky  little  company." 

Dinky  perhaps,  but  not  insignifi- 
cant. Oceanroutes  is  the  world's  larg- 
est private  weather  bureau.  The  105- 
man  company  (including  meteorolo- 
gists, oceanographers  and  computer 
programmers)  makes  8 1.5-million  pre- 
tax on  S4.5-million  revenues. 

The  company,  founded  in  1952  by 
Howard  Kaster,  United  Airlines'  for- 
mer chief  meteorologist,  wasn't  much 


until  Mayer  and  his  partner  Norman 
Cima  happened  along  in  1968.  The 
two  Stanford  University  MBAs  didn't 
know  anything  about  weather,  but 
they  knew  an  "oceanographic  con- 
cept" when  they  saw  one.  With  the 
support  of  venture  capitalist  F.  Ward 
Paine,  they  bought  the  company 
when  it  had  annual  sales  of  850,000, 
and  quickly  quadrupled  its  work 
force  and  revenues. 

Now  Mayer  is  gearing  up  to  pro- 
vide weather  information  to  offshore 
drillers.  By  "hindcasting"  from  histori- 
cal data,  he  says  the  company  can 
tell  a  potential  offshore  bidder,  for  ex- 
ample, how  fierce  the  worst  storms 
will  be  at  projected  drilling  sites.  Al- 
ready a  consortium  of  oil  companies 
has  asked  for  such  a  "sea  and  swell" 
study  of  the  Gulf  of  Alaska. 

It  would  seem  that  hundreds  of 
meteorologists  could  jump  into  the 
business,  too.  Let  'em,  says  Mayer. 
"It  takes  time  and  money  to  build  up 
the  information  we  have."   ■ 


Mayer  of  Oceanroutes 


•Vanity,  All  Is  Vanity" 

There  has  been  an  awful  lot  of 
publicity  lately  about  so-called  "in- 
dexed" or  "market"  funds  that  sim- 
ply "buy  the  market"  rather  than  try- 
ing to  beat  it.  Now  come  two  Uni- 
versity of  Chicago  Law  School  profes- 
sors who,  in  an  upcoming  issue  of  the 
American    Bar    Foundation    Research 


Journal,  contend  the  courts  may  rule 
that  fiduciaries  who  fail  to  use  in- 
dexed funds  are  not  prudent. 

"When  that  happens,"  says  John 
Langbein,  who  wrote  the  article  with 
Richard  Posner,  "it  will  knock  the 
living  daylights  out  of  the  investment 
community  in  this  country."  Such  a 
ruling  could  open  the  floodgates  to 
an  untold  number  of  lawsuits  by  un- 
happy investors. 

As  Langbein  and  Posner  see  it,  tin- 
courts    mav    decide    that    "indexed" 


Lawyers  Langbein  and  Posner 
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funds  are  the  only  ones  that  make 
sense,  because  "empirical  evidence" 
shows  that  as  a  group,  institutional 
investors  consistendy  unticrperform 
the  stock  market  averages.  The  main 
reasons  for  the  poor  showing  are 
"transaction  costs"  (commissions  and 
unfavorable  big-block  spreads)  and 
research  expenses. 

The  indexed  funds,  of  course,  sim- 
ply match  the  market  by  buying  it. 
They  have  almost  zero  stockpicking 
(thus  no  research  cost)  and  nearly 
no  turnover  (and,  therefore,  few 
transaction  costs). 

But  Langbein  and  Posner  figure 
that  the  fiduciaries  have  a  little  time 
to  adjust.  Today,  only  three  indexed 
funds  exist;  the  oldest,  Battery  inarch, 
commenced  only  three  yean  ago 
(Forbes,  May  /,  1973).  But  judging 
l)\  the  publicity  the  funds  are  getting, 
the    fiduciaries    will    not    he    able    to 

defend    themselves   much    longer   by 

Saying,  "I  never  heard  of  these  in- 
dexed funds." 

The    truth    is    that    most    ol    the    in 

vestment  communit)  probabrj  nislnw 

it  never  he. ml  of  them.  Mutual  fnnds 
(that    sell    on    the    hasis    .if    then 

search")  and  brokerage  houses  ith.it 
live  on  commissions)  are  in  no  hurrj 
to  swing  over  to  indexing. 
This  will   change,   says    Langbein: 
imeone   will   launch   one  ol    th< 

things  for  the  public.  And  when  he 
does,  he'll  ha\c  im  and  .i  lot  of  othei 
people  for  enstomeis."    ■ 
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Forbes.  A  gift  to  be  appreciated 
now  and  all  next  year. 


We've  all  heard  of  the  executive  who  was  at 
last  persuaded  to  take  a  vacation.  As  a  result,  he 
spent  three  weeks  by  the  shore  looking  strand- 
ed until,  on  his  last  day,  he  met  another  exec- 
utive and  spent  the  day  with  him  discussing 
common  business  problems.  He  returned 
completely  relaxed. 

A  Forbes  subscriber,  naturally.  But  if  you 
know  an  executive  like  that  who  isn't  a  Forbes 
subscriber,  you  have  the  answer  to  a  gift  prob- 
lem. Nothing  could  be  better  than  Forbes. 
Meetings  with  other  executives . . .  analyses  of 
companies  with  valuable  insights  into  the  whys 
and  wherefores  of  their  success  . . .  lessons  from 
corporate  mistakes  . . .  how  executives  wield 
power  . . .  profitable  formulas  for  mergers  and 
acquisitions  . .  .  it's  all  in  Forbes. 

To  round  out  Forbes  personal  service  to 
executives,  each  issue  features  top  Wall  Street 
analysts  with  their  recommendations  for  invest- 
ment buys  and  sells.  Why  not  welcome  a  new 
member  to  the  Forbes  community  of  successful 
business  people  this  year. 


Send  us  your  gift  list  now,  either  on  the  card 
bound  in  this  issue  or  on  your  own  letterhead. 
Extra  savings  are  available  on  multiple  orders 
(see  box)  . . . 

An  announcement  in  the  form  of  a  repro- 
duction of  the  painting  above  will  be  sent  in 
your  name  to  each  recipient. 

The  subscription  will  start  with  the  January 
1,  Annual  Report  on  American  Industry  issue. 
If  the  order  card  has  been  removed,  please 
address  your  order  to  Mr.  Ted  York,  Forbes,  60 
Fifth  Avenue,  New  York,  N.Y.  1001 1 . 


Forbes  Special  Gift  Rates 

One  1 -year  gift  -  $15 

Two  1-year  gifts -$28 

Three  1-year  gifts  -  $41 

Each  additional  1  -year  gift  -  $  1 3 

Each  3-year  gift  -  $30 

Pan   American   orders,   please   add 
year.  Other  foreign,  add  $9  a  year. 
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So  we're  placing  greater 
emphasis  than  ever  on      j 
exceflenceinprint,andFve  i 
asked  our  creative  directors 
to  bear  afew  things  inrrrind: 


Some  thoughts  from 
John  O'Toole,  President  of 
Foote,  Cone  &  Belding 
Communications,  Inc. 


To  my  mind,  there's  no  place  in  a  creative  de- 
partment for  anyone  who  places  less  importance 
on  doing  a  great  print  ad  than  on  doing  a  great 
television  commercial. 

Certainly  not  in  an  agency  like  ours  which 
places  such  a  large  percentage  of  its  volume  in 
magazines  and  has  witnessed,  again  and  again, 
the  medium's  great  persuasive  powers. 

One  is  less  likely,  I  admit,  to  have  friends  and 
neighbors  comment  on  his  print  work  than  on  his 
opus  they  saw  last  night  on  TV.  Nobody's  read- 
ing magazines  any  more  except  consumers- 
real  people  so  intensely  interested  that  they  pay 
increasingly  high  subscription  rates  or  take  the 
trouble  to  look  for  a  newsstand. 

So  we're  placing  greater  emphasis  than  ever 
on  excellence  in  print,  and  I've  asked  our  crea- 
tive directors  to  bear  a  few  things  in  mind: 

Great  print  ads  are  achieved  by  those  who  ap- 
proach each  assignment  as  if  it  were  the  sole 
creative  effort  for  which  they  might  be  remem- 
bered in  this  vale  of  tears. 

They  base  each  ad  on  a  single,  insightful  con- 
cept and  execute  it  in  a  way  that  dazzles  with  its 
simplicity  and  clarity  and  pertinence. 

They  know  and  understand  that  single  human 
being  to  whom  they're  talking  so  thoroughly, 
and  reflect  that  empathy  so  personally  in  the 
concept  and  execution,  that  the  prospect  will 
immediately  say,  "Hey,  they're  talking  to  me." 

They  communicate  consumer  benefits  rather 
than  product  features. 

They  use  language  skillfully  and  imaginatively 
to  make  the  prospect  see  the  benefits  of  the  pro- 
duct in  a  new  and  personal  way. 

They  use  graphics  to  carry  the  idea  beyond 
the  limits  of  words-and  vice  versa. 

They  avoid  those  arty  affectations  in  layout 
and  typography  that  deter  all  but  the  most  zeal- 
ous from  reading  and  understanding  the  mes- 
sage. 

They  make  explosions  of  meaning  occur  as 
the  words  and  pictures  combine  in  the  reader's 
mind. 


They  get  excited  about  every  print  ad  and 
make  every  print  ad  exciting. 

Everyone  in  the  agency  is  involved.  It  re- 
quires creative  directors  who  adamantly  refuse 
to  settle  for  "pretty  good"  when  all  about  them 
are  shouting,  "the  presentation's  tomorrow." 

It  requires  account  managers  who  value  the 
print  media.  Who  will  take  aside  for  a  quiet  talk 
the  client  who  says,  "  After  you  do  the  TV,  let's 
have  a  print  ad  to  go  with  it."  Who  know  what 
to  say  when  each  level  of  the  approval  process 
burdens  the  clear,  simple  concept  with  another 
ragged  element. 

It  requires  media  people  who  provide  infor- 
mation about  the  publication  and  its  readers. 
Who  appreciate  that  you  sometimes  lose  more 
than  you  save  with  a  fractional  page.  Who  fight 
like  alley  cats  for  good  placement. 

It  requires  researchers  who  work  as  part  of 
the  creative  team  in  providing  information,  in- 
sights and  consumer  responses  when  they're 
needed  most. 

It  requires  art  directors  who  realize  their  job 
is  not  designing  but  communicating.  It  requires 
copywriters  who  know  that  putting  a  creative 
strategy  into  expository  prose  is  not  making  an 
ad.  It  requires  working  together. 

For  those  who  are  able,  opportunity 
abounds.  What  with  continuity  acceptance,  the 
various  legal  clearances,  the  FTC  and  the 
30-second  standard,  it's  getting  harder  and  har- 
der to  break  new  ground  in  the  electronic 
media.  Print,  by  comparison,  is  an  Elysian 
Field  for  brilliant,  honest,  consumer-oriented 
advertising  triumphs. 


The  uncommon  ability  of  magazines  to  com- 
municate amid  clutter,  to  present  clearly  under 
standable  selling  messages  even  in  the  most  un- 
certain of  times  <loc\  indeed  offer  clxsian  oppor- 
tunities for  creative  advertising  I  hank  you,  John 
O'Toole  for  this  timely  emphasis. 


Magazine  Publishers  Association,  Inc.,  575  Lexington  Ave.,  New  York,  N.Y.  10022 
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Composed  of  the  following: 

Production 

•  How  much  are  we  producing?  (Federal  Re 
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serve  Board  Index  of  Industrial  Production} 

•  What  volume  of  hard  goods  are  we  ordering? 
(Bureau  of  Census  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Bureau  of 


Census  privately  owned  housing  starts) 

Consumption 

•  How  much  are  people  spending?  (Bureau  of 
The  Census  retail  store  sales) 

•  To  what  extent  are  consumers  going  into  debt? 
(Federal  Reserve  net  change  in  consumer  in- 
stallment debt) 

•  How  costly  are  services?  (U  S   Dept.  of  Labor 


service  price  index  related  to  the  consumer 
price  index) 

Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.S. 
Dept.  of  Labor  initial  unemployment  claims) 


Market  Comment 


A  Good-Market  Year 


By  L  O.  Hooper 


In  spite  of  all  you  read  in  the  pa- 
pers and  hear  on  TV,  1975  has  been 
a  good  year  in  the  stock  market.  The 
Dow  has  sustained  an  advance  of 
about  40%  from  where  it  stood  at 
the  end  of  December  1974.  The  rise 
in  the  first  half  of  the  year  was  noth- 
ing short  of  sensational.  Yet  the  con- 
solidating correction  during  the  sum- 
mer was  of  less  than  normal  propor- 
tions. Usually  at  least  half  of  such  a 
rise  is  wiped  out,  but  this  time  the 
retracement  *  was  only  a  little  more 
than  30%  of  the  rise. 

At  the  moment,  it  seems  entirely 
possible  that  the  Dow  will  hit  or 
slightly  exceed  900  by  the  end  of  the 
month.  That  would  be  a  new  bull- 
market  high,  passing  the  early  sum- 
mer peak.  At  the  end  of  1974  this  in- 
dex stood  at*  616.24.  The  intraday 
low  for  1974  was  considerably  lower 
than  that  at  570.01.  We  think  of 
1974  as  "a  very  bad  year"  in  the  stock 
market.  Actually,  as  measured  by  al- 

Mr.  Hooper  is  vice  president  of  the  NYSE  firm  of 
Thomson   &   McKinnon   Auchincloss   Kohlmeyer   Inc. 


most  any  index,  stocks  went  up  more 
in  1975  than  they  went  down  in  1974. 

What  about  the  economy?  Just  as 
the  stock  market  acted  worse  than 
the  economy  did  in  1974,  it  has  be- 
haved better  than  the  economy  has 
in  1975.  Earnings  on  the  Dow  Jones 
industrials,  which  rose  to  a  record  of 
$99.07  a  share  in  1974,  have  dropped 
to  an  estimated  $76.75  in  1975.  Tra- 
ditionally—and apparently  we  are  fol- 
lowing the  tradition— stocks  fall  before 
the  economy  begins  to  deteriorate 
and  advance  before  the  economy  be- 
gins to  recover. 

A  year  ago  we  feared  a  faster  rate 
of  inflation,  a  further  rise  in  interest 
rates,  and  deflation.  Inflation  is  still 
with  us,  but  it  has  cooled  from 
around  12%  to  perhaps  7%.  The  cur- 
rent prime  rate  is  about  7%,  against 
better  than  10%  a  year  ago.  The  em- 
phasis of  national  policy  has  changed 
from  anti-inflation  to  antidepression. 
Business  is  getting  better;  last  De- 
cember it  was  getting  worse. 

In  1974  there  was  a  raging  world- 


wide bull  market  in  gold.  In  1975, 
about  the  only  bear  market  has  been 
in  gold.  And  what  a  bear  market!  The 
price  of  gold  has  been  like  a  ther- 
mometer indicating  the  intensity  of 
economic  and  political  fear.  This  year 
fear  has  emphatically  gone  down. 

Investor  psychology  is  always 
changing.  What  clearly  visable  evi- 
dence is  there  of  a  change  in  investor 
attitudes  in  1975? 

Since  the  activities  of  institutions, 
such  as  banks,  pension  funds,  mu- 
tual funds  and  life  insurance  compa- 
nies, have  dominated  the  stock  mar- 
ket and  the  bond  market  again  this 
year,  it  is  important  to  note  what  so- 
called  managed  money  has  been  do- 
ing. It  has  been  concentrating  more 
in  income  investments  than  in  stocks 
where  capital  appreciation  is  the  main 
objective.  It  has  been  buying  more 
bonds  and  fewer  stocks.  It  has  pre- 
ferred good  solid  conventional  values 
in  stocks  to  glamour  issues.  The  in- 
dustry group  which  has  found  most 
favor  with  the  institutions  in  past 
months  has  been  the  electric  utilities. 
At  times  there  has  been  a  pronounced 
aversion  to  drug  companies.  Inter- 
national Business  Machines  (227)  ap- 
pears to  have  maintained  its  position 
as  a  growth  favorite  better  than  al- 
most any  stock.  Recently  there  has 
been  more  willingness  to  buy  the  long 
unpopular  international  oils. 

And  the  noninstitutional  public?  In- 
dividuals rather  than  institutions  are 
believed  to  own  somewhere  between 
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Receive 
12  weeks  of 
Value  Line 
for  $29. 

If  no  member  of  your 
household  has  had  a 
subscription  to  Value  Line 
in  the  past  two  years 
you  may . . . 

get  this  1800-page 
Investors  Reference  Service ( 
at  no  extra  cost  under  this 
special  introductory  trial  offer. 


ILLUSTRATED! 
ABOVE      / 


For  only  $29,  approximately  one-half 
the  regular  rate,  you'll  receive  all  the 
new  full-page  reports  to  be  issued  in 
the  next  12  weeks  on  the  more  than 
1600  stocks  and  75  industries 
regularly  monitored  by  The  Value 
Line  Investment  Survey. 

These  new  reports  will  update  and 
replace  reports  already  filed  and  in- 
dexed in  the  Investors  Reference  Ser- 
vice binders  which  you  will  have 
received  as  a  bonus.  Filing  takes  less 
than  a  minute  a  week. 

This  special  introductory  trial  is 
offered  to  new  subscribers  only 
because  a  large  percentage  of  those 
who  once  try  Value  Line  for  12  weeks 
elect  to  continue  as  full-term  sub- 
scribers at  standard  rates. 

The  increase  in  circulation  thus 
effected  enables  us  to  provide  a  com- 
prehensive investment  survey  to  ex- 


isting subscribers  at  a  much  lower  fee 
than  would  be  required  with  a  smaller 
circulation. 

You'll  find  it  convenient  to  have  the 
Investors  Reference  Service  at  your 
fingertips  whenever  you  need  facts 
and  figures,  as  well  as  Value  Line's 
projected  performance  ratings  on 
more  than  1600  widely-held  stocks  in 
75  industries. 

You'll  also  get  analyses  and  forecasts 
of  the  national  economy  and  the 
stock  market  .  .  .  guidance  on  current 
investment  policy  .  .  .  plus  Value 
Line's  "Especially  Recommended 
Stock  of  the  Week." 

To  take  advantage  of  this  special  in- 
troductory offer  and  to  receive  the 
Investors  Reference  Service  as  a 
bonus  in  addition  and  without  extra 
charge,  simply  fill  in  and  mail  the 
coupon  below. 


~^^§T 


The  Value  Line  Investment  Survey 

V/  ARNOLD  BERNHARD  &  CO.,  INC.  •  5  EAST  44TH  ST,  NEW  YORK,  N  Y.  10017 

Y  216N15 


D  Begin  my  12-week  trial  subscription  to  The 
Value  Line  Investment  Survey  at  the  special 
money-saving  rate  of  just  $29.  As  a  bonus  at 
no  extra  cost,  I  will  also  receive  The  Investors 
Reference  Service.  I  have  enclosed  my  $29 
check  or  money  order. 

I  This  offer  is  limited  to  new  subscriptions  and 

is  available  only  once  to  any  household. 

□  I  would  prefer  one  year  (52  issues)  of  Value 
Line  and  The  Investors  Reference  Service  for 
$248 

V      D  Payment  enclosed.        D  Bill  me  for  $248 

S.^ . 


Signature 


Name  (please  print) 


Address 


City 


State 


Z'P 


If  dissatisfied  for  any  reason,  I  may  return  the  material 
within  30  days  and  my  money  will  be  refunded 
NY  residents  please  add  applicable  sales  tax  Foreign  rates 
available  on  request  (No  assignment  of  this  agreement  will  be 
made  without  subscriber's  consent ) 
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65%  and  70%  of  the  market  value 
(not  of  shares)  of  all  common  stocks 
For  the  last  four  or  five  years  atj 
least,  stock  changes  in  indix  i 
portfolios  have  been  much  less  rapidly] 
made  than  have  changes  in  the  portJ 
folios  of  institutions.  This  may  explain: 
why  individual  investors  in  manyH 
cases  have  realized  so  much  bettea 
performance  results. 

Today's  investors  show  the  most 
interest  in  safety  and  income.  Thew 
are  suspicious  of  risk,  and  slow  in 
accepting  the  advice  of  their  advisers. 
The  salesman  in  your  broke 
house  will  tell  you  that  the  ratio  ofi 
orders  per  phone  call  (or  per  thou- 
sand words  of  chatter)    is  very  low.- 

What  helps  most  in  getting  people 
interested  in  securities  is  a  taste  ofl 
success.  Too  many  individuals  either 
have  not  made  any  money  the  past! 
few  years  or  have  had  very  bad  ex-l 
periences  in  one  or  more  individual) 
issues.  That  the  public  will  come  bacld 
into  the  market  when  it  is  profitable/ 
however,  is  proved  by  the  way  inl 
which  brokerage  business  reboundea 
in  the  first  six  months  of  this  yeai 
when  everything  was  going  up,  and 
going  up  rapidly. 

For  The  Future 

Well,  what  are  some  of  the  things! 
to  watch?  There  is  no  point  in  giving 
politics  much  weight  at  present,   bi 
cause  no  one  knows  who  the  candi 
dates  will  be,  or  what  the  issues  wfl 
be.    It   looks   too   early   for   Washing-^ 
ton  to  come  to  its  senses   about   thtt 
energy   problem,   or  for  the   price  oli 
copper     to     rise— both     inevitabilities 
from  which  to  profit  in  the  long  run. 

There  will  probably  be  more  thaai 
the  visual  amount  of  tax  selling  in  thef 
next  two  weeks  because  investors,  ii 
most   eases,   have   losses   available   t< 
cancel  out  any  profits  they  may  have 
.  .  .  The  laek  of  strength  in  the  papa 
stocks   is   explained   by  a   feeling   tha'1 
earnings   will   be   lower  next   year   a. 
the   Canadian   forest   strike   is  settled  ^ 
some  of  this  year's  good  earnings  liavti, 
been  made  possible  by  the  absence  ■ 
Canadian  production.  .  .  . 

\lnsl   steel  analysts  look   for  highe^ 
steel  production  in  1976  than  in  I('T5 
but   think   the   big   improvement    wl 
come   in    the  second   quarter  and   SJ 
pecially  the  second  half  of  the 
...  In  most  recent  years  the  beh 
ol    the    market    in    January   has    l»<  < 
prophetic.  If  the  January  lii.uli   in   til 
l)|l  has  been  higher  than  the  Decern 
ber  high,   that  has  been   a   bullish   ii; 
dieation.  II  the  January  low  has  bee* 
lower   than    the    December   low,   tha 
li;is    been    .1    bearish    signal.    There' 
nothing   infallible   about    this,   but 
has  worked  often  enough  to  make  1 
worth  mentioning.  ■ 
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Being  First  in  Ad  Rages 

is  Not  As  Important  As 

Why  We're  First. 


)utdoor 
Life 


Field  & 
Stream 


Sports 
Afield 


We're  pleased  to 
report  that  Outdoor  Life 
led  all  outdoor  sports- 
men's magazines  in  ad 
pages  in  1975. 

The  reason? 

We  did  a  solid 
job  for  our  readers    /////m^- 


First  in  ad  pages 

Source:  Ad  Age,  January  to  November,  1975 
Publishers  Estimate,  December  1975 


and  advertisers. 

First,  we've  been 
faithful  to  our  basic 
itorial  philosophy:  to  serve  the  intelligent  outdoor 
tivist,  novice  and  expert.  To  impel  the  reader  to  get  out 
d  do  it.  To  fish  more,  hunt  more,  take  that  extra  trip, 
do  it  better.  To  enjoy 
E  outdoors  more. 

We're  the  only 
tdoor  magazine  to 
blish  six  regional 
ws  inserts  in  every  issue, 
npointing  the  best  hunting, 
hing,  camping  and  boating 
tion  month  after  month 
;ht  in  the  reader's  own 
ea.  In  1975  alone, 
500  separate  "hot  spots" 
re  reported  and  de- 
ribed  in  these  regional 
ws  sections. 

Furthermore,  Outdoor  Life  is  the  only  magazine  to 
blish  a  50  state  detailed  breakdown  of  fishing  and  hunt- 
seasons  throughout  the  United  States  and  Canadian 
ovinces. 

Small  wonder  that  owners  of  fishing  camps  and 
nting  lodges  report  getting  more  bookings  from 
tdoor  Life  than  any  other  medium 
utdoor  Lifers  are  goers  and  doers 


hi  tdoor  Life 


Exclusive 
regional  coverage 

throughout  the 
country 


In  addition, 
Outdoor  Life's  new 
Outdoorsman's  Service 
Bureau  generated 
over  685,000  requests 
for  information  and 
materials  offered  by 
advertisers.  Our  readers 
spent  more  than  $70,000 
for  the  items  on  which 
a  charge  was  made 
(some  were  free).  All  of  this  is  in  addition  to  the  solid 
response  to  keyed  advertisements. 
Other  tangible  evidence  of  response  is  in  the 
purchase  of  magazines  on  the  newsstands. 

For  27  consecutive  years,  more  sports- 
men have  bought  Outdoor  Life  that  way  than 
have  bought  any  other  magazine  edited  for  fisher- 


Readers  respond- 
over  685,000  inquiries 


Copies 


1,470,948 


men  and  hunters. 
In  just  the 
first  six  issues 
of  1975  (latest 
figures  available), 
Outdoor  Life 
was  the  only 
outdoor  magazine  to 
register  over 
$1,000,000  in  news- 
stand sales. 

It's  a  good 

feeling  to  be  first  in  $, 

a  t»>  $1,066,437    $982  374    ©0^9  q1Q 

ad  pages.  It  s  an  even  v*  vosl^w 

better  feeling  to  know   Money 

you  got  there  because  First  in 

you  did  a  solid  job      newsstand  sales 

for  both  readers 
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and  advertisers. 


Circulation  Base 
1,775,000 

Times  Mirror  Magazines,  Inc. 
380  Madison  Avenue 
New  York,  New  York  10017 
(212)  687-3000 


LARGE  CASH  RETURN 

from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANDS 


•     • 


•     • 


The  United  States  Department 
of  the  Interior  (Bureau  of  Land 
Management)  holds  non-com- 
petitive public  drawings  each 
month  to  afford  all  citizens  over 
the  age  of  21  years  an  equal 
opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by 
the  Federal  Government. 

A  $20.00  tax  deductible  filing 
fee  could  return  a  sum  exceed- 
ing $75,000.00  immediately, 
plus  an  overriding  royalty  for 
possible  future  income. 


•     •      •      •      * 

For  further  information  on  how  you 
can  intelligently  participate  in  the 
government  sponsored  program,  con- 
t&cfc 

MAX  WILSON,  INC. 

P.O.  Drawer  1978— FO 

Roswell,  New  Mexico  88201 

Toll  Free  Number  800-545-7955 


You  don't 
have  to  pay  a 
percentage  fee 
to  get  competent 
investment 
counsel 

As  a  Babson  Client  you  will  receive 
professional  investment  counsel  at  a 
reasonable  fixed  fee  regardless  of 
your  total  portfolio  value.  We  think 
the  modest  cost  will  pleasantly  sur- 
prise you. 

Babson's  71  years'  experience,  in- 
dependent research  and  modern 
computer  can  provide  you  with  un- 
biased, professional  investment  coun- 
sel suited  to  your  personal  objectives. 
Mail  this  coupon  for  complete  details. 


babson's 
reports,  inc. 

Investment  Management  Division 

Wellesley  Hills,  Mass.  02181 

Founded  in  1904  by  Roger  W.  Babson 

Please    send    details    on    Babson  s    Invest- 
ment Counseling  Service.  Dept.  F-592 


Name 


Street  &  No 

City    


State 


Zip 


Stock  Comments! 


Modest  Expectations 


By  Heinz  H.  Biel 


A  year  ago  this  month  the  stock  mar- 
ket was  so  deep  down  in  the  dumps 
that  it  seemed  appropriate  to  quote 
the  following  from  the  October  1857 
issue  of  Harper's  Weekly : 

"It  is  a  gloomy  moment  in  the  his- 
tory of  our  country.  Not  in  the  life- 
time of  most  men  has  there  been  so 
much  grave  and  deep  apprehension; 
never  has  the  future  seemed  so  in- 
calculable as  at  this  time.  The  do- 
mestic economic  situation  is  in  chaos. 
Our  dollar  is  weak  throughout  the 
world.  Prices  are  so  high  as  to  be  ut- 
terly impossible. 

"The  political  cauldron  seethes  and 
bubbles  with  uncertainty.  Russia 
hangs  as  usual,  like  a  cloud,  dark 
and  silent,  upon  the  horizon.  It  is  a 
solemn  moment.  Of  our  troubles  no 
men  can  see  the  end." 

Such  despondent  sentiments  are 
characteristic  of  periods  when  a  bear 
market  is  about  to  make  its  low.  Lo 
and  behold,  the  DJI  did  just  that  last 
year,  at  577.60,  on  Dec.  6.  Typical, 
too,  was  the  fact  that  the  stock  mar- 
ket began  to  turn  up  many  months 
before  the  economy  bottomed  out. 
The  rest  is  well-remembered  history. 
Today,  the  Dow  is  up  more  than  50% 
from  its  low. 

It  is  a  safe  prediction  that  1976 
will  not  be  that  good.  A  multihundred 
point  gain  in  the  Dow  is  conceivable, 
but  not  likely;  and  a  50%  rise  is  even 
more  improbable.  However,  the  fun- 
damental underpinnings  of  the  market 
—corporate  profits,  dividends  and  the 
general  economic  climate— should  be 
generally  strong. 

Next  year  is  a  Presidential  elec- 
tion year.  Incumbent  administrations 
have  always  tried  to  make  the  pic- 
ture look  as  rosy  as  possible;  Wash- 
ington will  be  nice  to  business  and 
nice  to  labor,  and  will  defer  until 
the  following  year  such  unpleasant 
tasks  as  raising  taxes,  cutting  spend- 
ing and  balancing  the  budget. 

It  is  no  accident,  I  believe,  that  the 
stock  market's  high  in  an  election  al- 
most invariably  has  been  higher  than 
in  the  year  preceding  it,  the  excep- 
tions being  1940,  1932  and  1920 
when  conditions  were  not  exacdy  nor- 
mal. Based  on  precedent,  therefore, 
the    high    of    1976    should    top    this 

Mr.    Biel    is   a    senior   vice    president   of   the    New 
York  Stock  Exchange  firm  of  Hoppin,  Watson   Inc. 


year's  high  of  882  (so  far).  In  12  of 
the  past  19  election  years,  the  Dow  I 
made  its  high  in   November   or   D<- 
cember,  i.e.,  after  Election  Day. 

Higher  But  Not  Too  High 

The  screaming  bargains  of  a  year* 
ago    are    no    longer    available.    We| 
thought    then,    and    now    we    know, 
that   these   were   rare   buying  oppor- 
tunities.   A    great   many   investment- 
grade    stocks    have    doubled,    tripled  I 
and  even  quadrupled  in  price.   This 
will    not    happen    again    for    a    long 
time  to  come.   Today's  stock  buyers 
will  have  to  be  far  more  modest  in 
their  expectations  for  capital  gain. 

Nevertheless,  there  is  a  multitude 
of  good  stocks— although  not  neces-l 
sarily  among  the  Favored  Fifty—  I 
which  even  by  strict  standards  ofj 
evaluation  are  fairly  priced.  Here  arel 
some  examples : 

R.R.  Donnelley  i?  Sons   (21),  the] 
country's   largest    commercial   printer 
of  catalogues,   magazines,  books  and  I 
directories,    is    doing   a   business    ap- 
proaching the  half -billion-dollar  mark  I 
and  has  a  fine  history  of  steady  earn- 1 
ings  growth.  Its  dividend,  paid  since 
1911,  is  modest  but  has  doubled  in 
the  past  decade.  Accounting  is  con- 
servative,   and    the    company   is    vir- 
tually debt  free.  At   11  to  12  times 
this    year's    (record)    earnings    of    at 
least    $1.85    a   share,    the    stock   has 
merit  and  attraction. 

General  Signal  (37)  has  changed 
greatly  since  the  days  when  the  com- 
pany was  known  as  General  Railway 
Signal.  Now  doing  a  volume  of  well 
over  $500  million,  GSX  makes  elec- 
trical, electronic,  hydraulic  and  pneu- 
matic control  equipment  for  a  wide 
range  of  industries,  ranging  from  wa 
ter  pollution  to  transportation,  anas 
that  hold  great  promise  of  above  av 
erage  growth.  Largely  unaffected  l> 
this  year's  recession,  General  Sign 
will  post  record  earnings  of  over  $3. 1 
a  share  (vs.  $2.71  in  1974). 
recently  increased  quarterly  dividers 
rate  of  21  cents  provides  only  a  met 
ger  return  of  2X%,  but  further  in 
creases  are  likely  as  earnings  contlfl 
ue  to  grow.  The  stock  is  suitable  I" 
aggressive  investors. 

Harnischfeger  (27)  hit  the  jackpt 
for  the  second  year  in  a  row,  despitd 
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the  fact  that  its  business  of  making 
power  cranes  and  shovels,  as  well  as 
overhead  traveling  cranes,  is  usually 
cyclical.  But  the  demand  for  Har- 
nischfeger's  specific  products,  both 
here  and  abroad,  has  increased  rath- 
er than  diminished.  Its  backlog  of  or- 
ders was  $278  million  on  Sept.  30, 
up  from  $239  million  a  year  ago.  In 
the  year  just  ended  the  company 
earned  about  $5.35  a  share  on  the 
now  outstanding  4,361,000  shares 
(it  reported  $6.45  on  the  average 
number  of  outstanding  shares),  and 
the  current  fiscal  year  looks  even  bet- 
ter. Hamischfeger  financed  its  tre- 
mendous growth  and  maintained  its 
financial  soundness  by  two  stock  of- 
ferings over  the  past  two  years.  The 
stock  sells  at  a  very  low  multiple,  re- 
flecting investors'  doubts  that  the  hon- 
eymoon can  last  forever.  Yet  if  the 
company  can  do  that  well  in  a  reces- 
sion year,  how  well  will  it  do  when 
prosperity  once  again  reigns  all  over 
the  world? 

Low  Price,  Good  Quality 

Brockway  Glass  (23)  is  an  exam- 
ple of  a  stock  of  a  fine,  old  (1911) 
company  being  trampled  in  a  bear 
market.  An  earnings  decline  from 
$2.97  a  share  in  1972  to  $2.12  in 
1973  was  an  unforgivable  sin,  driv- 
ing the  price  down  from  over  30  to 
less  than  10.  Earnings  of  this  second- 
largest  glass  container  maker  im- 
proved to  $2.50  last  year  and  are 
likely  to  reach  a  new  peak  of  $3.50 
a  share  this  year.  A  price/ earnings 
ratio  of  6M  seems  rather  low  for  this 
soundly  financed  company. 

Royal  Dutch  Petroleum  (37),  60% 
parent  of  the  Royal  Dutch/ Shell 
Group  and  the  world's  second-largest 
oil  concern  after  Exxon,  has  never 
been  able  to  attain  the  same  recogni- 
tion, at  least  among  American  inves- 
tors, as  is  enjoyed  by  Exxon.  Exxon 
may  be  the  better  company,  but  the 
price  differential  seems  excessive. 
Americans,  I  believe,  are  unduly  wary 
of  foreign  companies.  They  don't  like 
dividends  that  are  reported  in  guild- 
ers (but  paid,  of  course,  in  dol- 
lars), or  having  a  15%  withholding 
tax  (which  you  reclaim  on  your  own 
tax  return).  Whatever  the  reason, 
Royal  Dutch  is  relatively  cheap— a 
multiple  of  4%  vs.  8  for  Exxon  on 
the  basis  of  1975  earnings  estimates 
of  $8.75  and  $10.50,  respectively, 
and  a  dividend  yield  of  8.8%  vs.  6.1% 
for  Exxon.  I  don't  know  (nor  does 
myone  else)  what  the  outlook  is  for 
the  big  international  oils,  but  I  expect 
Ihem  to  survive  us  all  and  to  prosper, 
too.  In  my  opinion,  the  prejudice 
against  RD  is  exaggerated,  making  it 
one  of  the  more  attractive  issues 
>ng  the  major  oils.    ■ 


Take  one  or  both  of  these  timely  packages 
of  business  and  investment  advice 

Stocks 


Forecast  76 

on  Stocks  and  the  Economy 
covering: 

•  Inflation  •  Energy 
•Dividends  •  Interest  Rates 

•  Earnings  •  Captl.  Spending 

. . .  and  much  more. 

Plus  United's  76  Selections 

•  15  Promising  Stocks 

•  5  Growth  Stocks 

•  5  Speculative  Stocks 

•  Stocks  and  Bonds  for  Income 

50  Utilities 

Does  United  believe  you  should 
Buy?  Hold?  Sell?  Facts,  figures, 
analysis  and  appraisal  of  risk. 

Plus  4  week  Trial 

of  United  Reports 

This  entire  package  $2 


Mutual  Funds 

Bond  Funds 

How  to  get  up  to  10% 

If  you're  interested  in  income,  bond 
funds  have  the  distinct  advantage  of 
broad  diversification  as  a  safety 
factor.  And  their  professional  man- 
agement should  add  to  your  yield 
potential.  See  this  UMFS  Report  for 
our  advice. 

411  Mutual  Funds 

Performance  comparisons 

Compare  how  your  own  funds  — 
and  others  — have  done  against  the 
funds  as  a  whole  and  one  another. 
Packed  with  year  by  year  facts, 
showing  changes  in  Net  Asset  Value 
for  one,  three,  and  ten  years. 

Plus  2-issue  Trial  of  United 
Mutual  Fund  Selector 

This  entire  package  $2 
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Public  Service  Electric  and  Gas  Company 

declares  its  dividends  for  the  quarter 

ending  December  31,  1975. 


QUARTERLY  DIVIDENDS 
The   Board   of   Directors  has   de- 
clared the  following  dividends  for 
the  quarter  ending  December  31, 
1975: 


Dividend 

Class  of  Stock 

Per  Share 

Common 

$  .43 

$1.40  Dividend 

Preference  Common 

$  .35 

Cumulative  Preferred 

4.08%  Series 

$1.02 

4.18%  Series 

1.045 

4.30%  Series 

1.075 

5.05%  Series 

1.2625 

5.28%  Series 

1.32 

6.80%  Series 

1.70 

7.40%  Series 

1.85 

7.52%  Series 

1.88 

7.70%  Series 

1.925 

7.80%  Series 

1.95 

8.08%  Series 

2.02 

9.62%  Series 

2.405 

12.25%  Series 

3.0625 

All  dividends  are  payable  on  or 
before  December  31,  1975  to 
stockholders  of  record  November 
28,  1975. 

MALCOLM  CARRINGYON,  JR. 
Vice  President  and  Secretary 


PSEG 

Newark,  New  Jersey 
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Overseas  Commentary 


A  Portfolio  For  '76 


By  Walter  Oechsle 


Superior  talent  was  obviously  not 
a  prerequisite  in  1975  for  good  stock 
market  performance  almost  anywhere 
in  the  world.  It  is  true,  there  were 
some  notable  exceptions:  South  Afri- 
can gold  shares  took  a  severe  beating 
and  the  Italian  and  Spanish  markets 
continued  to  reflect  the  negatives 
dominating  their  political  and  eco- 
nomic scenes.  But  on  the  whole,  stock 
markets  did  rather  well.  There  were 
some  real  surprises.  Great  Britain 
and  Hong  Kong,  at  the  bottom  of  the 
list  for  1974,  have  moved  to  the  top 
of  the  1975  performance  derby.  The 
markets  that  did  very  well  in  1974, 
such  as  the  already  mentioned  South 
African  golds  and  the  Spanish  mar- 
ket, have  been  doing  poorly.  Finally, 
the    moderately    good    performers    of 

1974,  such  as  Germany  and  Japan, 
have  again  acquitted  themselves  rela- 
tively well  in  1975. 

Of  course,  that  is  history  and  is 
about  as  pertinent  for  the  average  in- 
vestor as  the  outcome  of  the  past 
World  Series.  The  important  question 
is  what,  if  any,  significance  for  1976 
and  beyond  lies  in  1975's  stock  mar- 
ket developments.  Will  the  winners 
repeat  their  performance;  will  the 
dogs  again  be  the  big  losers;  or  will 
we  see  the  same  kind  of  reversals  ex- 
perienced in  1975? 

To  be  specific,  will  growth  stocks 
in  the  United  States  continue  to  lag 
behind  the  cyclicals?  Will  growth 
stocks  in  Japan  continue  to  outdis- 
tance their  market  by  a  large  mar- 
gin? Will  Australian  coal  and  urani- 
um stocks  again  leave  everything 
else  far  behind?  Will  bank  and  con- 
sumer-oriented stocks  in  Germany  con- 
tinue to  lead  that  market?  Also,  will 
high-quality  South  African  mining 
stocks  again  perform  so  much  better 
than  their  marginal  counterparts?  Fi- 
nally, can  apparently  illogical  trends, 
such  as  witnessed  in  Great  Britain  in 

1975,  persist  for  very  long? 

That  is  a  long  list  of  questions,  and, 
unfortunately,  they  are  not  the  true- 
or-false  type.  Yet  the  success  of  any 
portfolio  in  1976  will  obviously  de- 
pend on  how  closely  one  can  come 
to  the  correct  answers.  Before  going 
into  any  answers,  let  me  once  more 

Mr      Oechsle     is     associated     with     Putnam     Man- 
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outline  my  overall  investment  philos- 
ophy. This  seems  appropriate  if  for 
no  other  reason  than  that  we  are  pre- 
viewing another  imponderable— the 
year  1976. 

Generally,  I  feel  uncomfortable 
when  everyone  agrees  with  me.  By 
temperament  I'm  a  contrarian.  I  find 
more  satisfaction  in  anticipating 
changes  in  trends  rather  than  in  ad- 
justing my  thinking  to  their  continua- 
tion. Yet  I'm  fully  aware  that  this  ap- 
proach to  investing  is  fraught  with 
danger.  Unfortunately,  there  is  no 
magic  formula  that  clearly  indicates 
when  to  go  with,  or  when  to  go 
against,  the  trend.  Yet  it  is  precisely 
this  timing  that  separates  success  and 
failure  in  investing.  The  relevance 
and  originality  of  these  observations 
may  be  questioned,  but  they  are  part 
and  parcel  of  my  specific  investment 
recommendations  in  looking  at  1976 
and  beyond. 

Going  Strong 

First:  Let  me  reiterate  that  the 
worldwide  bull  market,  which  got  un- 
der way  in  late  1974,  has  a  long  way 
to  go,  both  in  time  and  in  magnitude. 
I  do  not  yet  feel  too  comfortable  with 
this  position,  which  has  few  support- 
ers. It  is  not,  after  all,  easy  to  be  a 
contrarian.  Those  of  us  expressing 
this  view  do  so  with  considerable  fear 
that  next  month's  figures  will  prove 
us  dramatically  wrong.  Only  after 
everyone  is  strongly  convinced  that 
inflation  is  dead  and  that  we  are  in- 
deed in  a  bull  market  will  I  be 
tempted  to  reassess  my  position.  As  I 
see  the  situation  now,  this  reassess- 
ment will  not  be  necessary  until  well 
into  the  second  half  of  1976,  possibly 
not  till  1977. 

Second:  An  important  aspect  of  the 
world  stock  market  scene  this  past 
year  has  been  the  switch  of  the  big 
1974  losers  to  big-  winners,  and  vice 
versa.  England  and  South  African 
gold  shares  have  been  prime  exam- 
ples. I  admit  to  a  great  deal  of  con- 
fusion as  to  what  this  might  mean  for 
1976,  but  I  very  much  doubt  that 
these  trends  will  continue  for  very 
much  longer.  However,  I  do  expect 
another  trend  to  go  on,  namely  that 
the  middle-of-the-road  performers  of 
1975— Japan,    Holland,    France,    Ger- 


many and  Switzerland— will  again  do 
reasonably  well. 

Third:  A  worldwide  consensus  lias 
emerged  that  the  1974  market  de- 
bacle represented  an  aberration  that 
was  promptly  corrected  in  1975,  so 
that  now  stocks  are  once  again  fairly 
valued.  An  important  corollary  is 
that  "selection"  is  the  key  to  in- 
vestment success  from  now  on.  This  is 
another  point  on  which  I  part  com- 
pany from  the  consensus.  Obviously 
selection  has  always  been  important, 
but  you  can  get  killed  overdoing  it. 
You  wind  up  getting  whipsawed  time 
and  again.  The  key  to  successful  in- 
vesting in  1976  will  once  again  prove 
to  be  adequate  diversification,  as  it 
was  in  1975. 

High  Quality 

Fourth:  The  big  question— in  line 
with  the  Oechsle  investment  philos- 
ophy ("don't  buck  the  trend,  but  do 
buck  it  if  and  when  .  .  ."),  what 
stocks  would  you  own? 

You  should  own  a  widely  diversi- 
fied list  of  high-quality  stocks.  The 
list  should  include  such  Japanese 
growth  stocks  as  Marudai  Food, 
Olympus  Optical,  Marui  and  Fuji 
Photo,  but  should  not  exclude  such 
cyclicals  as  Hitachi  and  Tejin.  In 
Holland  you  should  be  represented  in 
internationals  that  have  lagged  in  a 
lagging  market,  such  as  Philips  Lamp 
and  Vnilcver,  as  well  as  such  recent 
market  leaders  as  Heineken  and  Amro 
Bank.  In  Germany  I  expect  sonic 
change  in  market  leadership  from 
such  stalwarts  as  Deutsche  Bank  and 
Siemens  to  the  more  cyclical  areas  of 
chemicals  and  machinery— for  in- 
stance, Bayer  and  Manncsmann.  I 
would  not  exclude  the  first  categoi  \ , 
but  would  give  more  weight  to  the 
second. 

Coal  and  uranium  in  Australia  arc 
the  only  "shortage  games"  still  left 
anywhere.  I'm  tempted  to  dismiss 
Pancontinental  as  being  excessively 
promoted;  instead  I  prefer  to  bet  on 
a  reversal  of  the  glut  in  copper  and 
other  metals  through  MINI  holdings 
and  Western  Mining.  Also,  I  would 
certainly  not  ignore  some  old  favorites 
of  this  column,  notably  Broken  Hill 
and  Myer,  particularly  as  the  political 
climate  in  Australia  is  about  to  im- 
prove dramatically. 

On  balance,  then,  I  continue  in 
favor  a  balanced  approach.  I  suspeel 
you  will  do  very  well  in  1976  with  a 
list  of  stocks  as  widely  diversified  as 
those  above.  Obviously,  other  Inves 
tors  will  be  more  selective,  tncludi 
those  who  will  prefer  to  restrict  their 
investments  to  the  U.S.  Some  <>l  the» 
will  make  a  killing,  man)  "I  them 
will  be  hurt;  I  suspect  you'll  be 
neither.   ■ 


ci. 
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Could  an  American 

perfume  manufacturer  enjoy 

the  sweet  smell  of  success 

in  France? 


He  very  well  might. 

In  1973,  France  imported  close  to  $1  million  worth 
of  American  perfumes  and  the  market  is  healthy. 

TIME's  Research  and   Marketing  Department  col- 
lects information  on  international  marketing  patterns 
in  many  important  categories  and  many  countries. 

This  group  is  glad  to  collaborate  with  your  own 
marketing  people  to  help  find  ways  to  move  your 
products  through  the  markets  of  the  world  with 


greater  ease  and,  even  more  important,  greater  profits. 

And  we  can,  of  course,  tell  you  how  to  best  use  the 
international  editions  of  TIME.  Whether  you  want  to 
reach  a  continent,  a  region  or  a  single  country, 
chances  are  good  that  some  combination  of  TIME's 
108  editions  will  be  right  for  you. 

Next  time  you're  drawing  up  your  multinational 
marketing  strategy,  why  not  call  in  TIME?  Together, 
we  should  be  able  to  sniff  out  where  the  money  is. 


For  multinational  marketing 


T.  ROWE  PRICE 
GROWTH  STOCK 
m  FUND,  INC. 

A  NO-LOAD  FUND 

Investing  in  stocks 

selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


TEXAS 


UTILITIES 
COMPANY 


COMMON   STOCK   DIVIDEND 

The  Board  of  Directors  has 
declared  a  regular  quarterly 
dividend  of  31  cents  per 
share  on  the  common  stock 
of  the  Company,  payable 
January  2,  1976  to  share- 
holders of  record  at  the  close 
of  business  December  9, 
1975. 

R.  E.  FONVILLE 

_   „       _  Secretary 

Dallas,  Texas 

November  21,  1975 


Principal  Subsidiaries 

Dallas  Power  &  Light  Company 
Texas  Electric  Service  Company 
Texas  Power  &  Light  Compony 
Texas  Utilities  Services  Inc. 


T.   Ro.ve  Price  Growth  Stock  Fund,   Inc. 

1100  East  Pratt  Street,  Dept.  A6 
Baltimore,  Md.  21202  Phone:   (301)  547-2136 

I     N*me  — 
■    Add'CSS  _ 


I 
I 


VENTURE  CAPITAL 

Assistance  for  any  worthwhile  projects  over 
$100  Thousand.  Send  details  to:  Computer 
Capital  Corporation,  Dept.  21A,  6922 
Hollywood  Blvd.,  Los  Angeles,  CA  90028 
(213)  463-4841 


Readers  Say 


(Continued  from  page  10) 
Forbes  and  Hubert  Humphrey  de- 
serve each  other. 

—Louis  F.  Janeck 
Walnut  Creek,  Calif. 

There  is  a  considerable  difference 
between  no  pension  rights  and  overly 
generous  ones— MSF.  < 

Sir:  If  Senator  Humphrey's  politi- 
cal philosophy  prevails,  free  enter- 
prise can  bail  out  Uncle  Sam,  but 
who  will  bail  out  free  enterprise? 
Forbes,  a  capitalist  tool? 

-William  J.  Orr  III 
Cos  Cob,  Conn. 

Watch  Your  Step 

Sir:  Your  article  on  pension  funds 
getting  more  interested  in  real  estate 
( Nov.  1 )  reminded  me  of  my  experi- 
ence in  the  mid- 1930s.  Soon  after  as- 
suming responsibility  for  oxer  80  re- 
possessed farms  for  a  large  insurance 
company,  I  discovered  that  their 
original  appraisals  were  worthless.  My 
supervisor  and  I,  both  professionally 
trained  and  paid  on  a  per-annum 
basis,  reappraised  the  farms,  and  the 
highest  reasonable  appraisal  we  could 
conscientiously  make  resulted  in  a 
write-down  to  about  15  cents  per  dol- 
lar of  original  "loan  value."  You  are 
SO  right  when  you  sa\ .  "Watch  your 
step,  boys!" 

-DAI.  Esry 
Gainesville,  Fla. 

No  Takeover 

Sin:  Thanks  for  your  flattering 
squib  (Fact  h  Comment,  Dec.  1).  M\ 
hook,  Josh,  has  just  been  chosen  as  a 
selection  by  the  Literary  Guild  next 
May.  But  don't  get  worried— I  don't 
plan  to  lake  over  Forbes  or  anything 
like  that.  I  think,  in  fact,  that  I  have 
shot  my  wad. 

—Joshua  Log  -n 
New  York.  N.Y. 

The  Real  Hypocrites 

Sin:  Re  your  comments  on  the  mei 

its   of   a   divorce    is.    the   hypocrisy   ol 
maintaining   a    tailing   marriage    (I' act 
b-  Comment,  Nov.  15).  The  real  hyp- 
ocrites aie  the  ones  entering  into  mar- 
riage   without     tjie     lull     commitment 
,ni(l  sense  ol   responsibility  required  to 
make  a  mariiage  work.   As  with   most 
hum. in  endeavors,   it   is  easier  to   give 
ip  than  to  persevere,  especially  when 
the  onus  ol  failure  has  been  removed. 
— Ri<  ii  Mm  G.  Gi  H  in  i  i 
Santa  I'V,  N.M. 

Sir:  The  youth  to  which  you  refer 
may  possess  other  admirable  qualities 


but  maturity  and  self-sacrifice  are  no- 
tably lacking. 

—James  J.  Duke 
Virginia  Beach,  Va. 

More  Roads? 

Sir:  Contrary  to  your  article  "Bil- 
lions For  Concrete"  (Nov.  1),  we 
actually  need  more  roads.  So  much 
effort  and  money  was  put  into  the 
Interstate  System  that  the  secondary 
and  farm-to-market  roads  took  a  back- 
seat. Less  than  one  half  of  the  3.8 
million  miles  of  roads  and  streets  in 
the  U.S.  are  paved.  If  we  need  mass 
transit,  why  not  bus  transit? 

— D.L.  Nielsen 
Phoenix,  Ariz. 

Lawyers  In  Legislatures 

Sir:  Re  your  comment  that  the  ma- 
jority of  most  state  legislatures  and 
of  Congress  are  lawyers  (Nov.  15). 
In  the  Wisconsin  State  Senate,  the 
number  of  lawyers  has  increased  from 
1955-75,  but  the  number  of  full-time 
senators  has  gone  from  zero  to  seven 
[out  of  33].  In  the  State  Assembly, 
the  number  of  lawyers  has  decreased 
since  1955  (now  only  14%  of  the  to- 
tal), while  the  number  of  full-time 
legislators  has  increased  from  zero  to 
33  [out  of  99].  Obviously,  the 
sharply  increased  legislative  com- 
pensation is  the  principal  reason. 

—William  C.  Kidd 

Secretary, 

Dept.  of  Business  Development 

Madison,  Wise. 

Savings  For  Little  Guy 

Sue  Your  comments  on  lower  bro- 
kerage commissions  for  everyone  but 
the  "Little  Guy"  (Nov.  1)  just  aren't 
so.  This  past  June,  Quick  &  Reilly. 
Inc.  became  the  first  New  York  Stock 
Exchange  member  firm  to  offer  pub- 
lic!\  all  investors  the  same  disc  (Mints 
it  gave  its  institutional  clients.  Indi 
vidual  investors  are  saving  up  to  45% 
of  their  stock  transactions. 

— Li  SI  m   (     Oi  k  k  |h 
President, 
Quick  &  Reilly,  Inc. 
New  York,  N.Y 


Honor  The  Big  Spenders 

Sin:     A     more     appropriate     cli. uri 

than  U.S.  Treasurer  Nell's  suggestion 
to  print  currency  in  red  (Fact  i?  Com 

mail,    \<n  .    /  )    would   he   to  plat 
each    bill    the    picture    of    one    ol     0 

free  spenders  oi  the  past.  I  oi  e\am 
pie,  on  the  proposed  new  $2  bill  (n 
quired  because  oi  rampant  inflation 
there  should  be  a  likeness  nl  Lj  ndoi 

B.   Johnson   pictured    with   both   hands 
clutching    wads    ol    papei    nione\    and 

hi  ing  ii  <>\  er  the  tei  rain. 

-W.E.  Robi  RTI 

S.m  (   alios.  ( 
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□  Indicated  below  are  those  advertisers  who  will  make  information  available  to 
Forbes  readers  as  stated  in  their  advertisements.  Those  advertisers  designated  with 
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Today,  you  can  get 
high  interest  rates 
a  lot  of  places.  It's 
Tomorrow  you  have  to 
worry  about!  Read:  "The 
Arithmetic  of 
Disadvantage" 
a  free  booklet. 


ROWE  PRICE 

NEW  INCOME 

FUND,  inc. 

a  no-load  fund 

Write  or  call  collect  for  a 
prospectus  301 -547-21 36. 

Rowe  Price  New   Income  Fund,   Inc. 

100   East   Pratt   Street 

Baltimore,  Maryland  21202  Dept.  A6 

J    Keogh  Available 
Name 


Address, 
City 


State- 


.Zip_ 


42-page  Report  tells 

how  to  start  a 

Danforth  Associates 

managed  portfolio 

with  $5,000  or  more 


If  you  have  from  $5,000  to  $50,000  in 
cash  or  securities  which  you  want  to  invest 
in  common  stocks  for  potential  capital 
growth  and  greater  income,  it  should  be 
worth  your  while  to  find  out  how  Danforth 
Investment  Management  could  work  for  you. 
For  a  complimentary  copy  of  a  42-page 
descriptive  Report  which  includes  the  full 
19-year  "Performance  Record"  of  all  funds 
under  management,  simply  write  Dept  E-34 

the  Danforth  Associates 
Wellesley  hills,  Mass.,  u.s.a.  02181 

Investment  Management    .    Incorporated  1936 


DIVIDEND 


NOTICE 


SHELL  OIL 

Company 

The  Board  of  Directors  today 
declared  a  quarterly  dividend  of 
sixty-five  cents  (650)  a  share  on 
the  Common  Stock  of  this  Com- 
pany, payable  February  17,  1976, 
to  shareholders  of  record  February 
6,  1976. 

W.  W.  WESTERFIELD,  Jr. 
Secretary 

November  25,  1975 
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Interest  in  the  changing  seasons 
is  a  much  happier  state  of  mind 
than  being  hopelessly  in  love 
with  spring. 
George  Santayana 


Of  all  the  varieties  of  virtue, 
liberality  is  the  most  beloved. 
Aristotle 


He  that  is  long  a  giving 
knows  not  how  to  give. 
George  Herhert 


When  any  man  is  more  stupidly 
vain  and  outrageously  egotistic 
than  his  fellows,  he  will  hide 
his  hideousness  in  humanitarianism. 
George  Moore 


The  pleasures  of  the  rich  are 
bought   with   the   tears   of   the 
Thomas  Fuller 


I  tell  thee,  thou  foolish 
philanthropist,  that  I  grudge 
the  dollar,  the  dime,  the  cent 
I  give  to  such  men  as  do  not 
belong  to  me  and  to  whom 
I  do  not  belong. 
Ralph  Waldo  Emerson 


He  who  will  not  economize 
will  have  to  agonize. 
Confucius 


A  sentimentalist  is  a  man 
who  sees  an  absurd  value  in 
everything  and  doesn't  know  the 
market  price  of  a  single  thing. 
Oscar  Wilde 


Henceforth  in  me  instill, 
O  God,  a  sweet  good  will 
to  all  mankind. 
Theodore  Tilton 


poor. 


In  nothing  do  men  approach  so  nearly      Sometimes  hath  the  brightest  day 
to  the  gods   as   doing   good  to  men.      a  cloud;  and  after  summer 
Cicero  <    evermore  succeeds  barren  winter, 

with  his  wrathful  nipping  cold: 
So  care  and  joys  abound, 
as  seasons  fleet. 
Charity  brings  to  life  again  Shakespeare 

those  who  are  spiritually  dead. 
Thomas  Aquinas 

Never  measure  your  generosity  by 
what  you  give,  but  rather 
by  what  you  have  left. 
Fulton  J.  Sheen 


Christmas  is  glorious, 

I  love  the  season, 

the  Spirit  of  Christmas. 

If  your  heart  is  in  the  right  place, 

it  affords  you  appropriate 

opportunity   to  do   things  for   others, 

to  express  your  good  will, 

to  let  yourself  go 

sentimentally,  philanthropically. 

The  Christmas  spirit  brings  home 

to  us— or  should  bring  home  to  us— 

the  profound  Biblical  truth  that 

"It  is  more  blessed  to  give 

than  to  receive." 

Anything    that    inspires    unselfishness 

makes  for  our  ennoblement. 

Christmas  does  that. 

I  am  all  for  Christmas. 

B.C.  Forres 


Anywhere  in  the  world 
salt  is  good  to  eat; 
anywhere  in  the  world 
money  is  good  to  use. 
Chinese  Proverr 


What  better  way  is  there 
to  make  men  love  one  another 
than  to  make  men  understand 
one  another?  True  charity 
comes  only  with  clarity- 
just  as  "mercy"  is  but  justice 
that  understands.  Surely 
the  root  of  all  evil  is  the 
inability  to  see  clearly 
that  which  is. 
Will  Durant 


Some  people   go   about 
others  just  go  about. 
Arnold  Glasow 


doing  good— 


Except  for  excess  decoration, 
excess  commercialism,  excess 
editorializing,  excess  caroling, 
excess  bibbling,  and  excess 
cheer,  I  heartily  approve 
of  the  Christmas  spirit. 
William  Feather 


Executive  Gift  Suggestions:  Over 
3,000  "Thoughts"  now  available  in 
574-page  book  at  $9.95.  Also  Fact 
and  Comment— the  most  quoted 
editorials  of  Malcohn  Forbes  in 
hardcover  at  $7.95.  Send  check(s) 
to:  Forbes  Inc.,  60  Fifth  Avenm  . 
New  York,  N.Y.  10011.  N.Y.  State 
residents,  add  4% -8%  sales  tax. 


A  Text 


Sent  in  by  Richard  Robedee,  Hyannis, 
Mass.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  senders 
of  texts  used. 


There  is  that  scattereth,  and  yet  iii- 
creaseth;  and  there  is  that  with 
holdeth  more  than  is  meet,  hat  it 
tendeth  to  poverty.  The  liberal  soul 
shall  he  made  fat:  and  he  that  tea- 
tereth  shall  be  watered  also  himself. 
Proverbs  11:24,25 
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